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CON SOLIDATED  IN COM E STATEM EN TS 

 

 

 

 

 

 

The accom panying notes are an integral part of these consolidated financial statem ents 

Year ended

31 M arch

( in € million ) N ote 2007 2006 2005 (*)

SALES (6) 14,208 13,413 12,920

   O f w hich products 10,225 9,773 9,127

   O f w hich services 3,983 3,640 3,793

Cost of sales (11,586) (11,080) (10,886)

Selling expenses (567) (569) (535)

Research and developm ent expenditure (7) (456) (364) (405)

Adm inistrative expenses (642) (654) (623)

IN COM E FROM  OPERATION S (6) 957 746 471

Other incom e (8) 18 233 67

Other expenses (8) (248) (252) (589)

EARN IN GS BEFORE IN TEREST AN D  TAXES (6) 727 727 (51)

Financial incom e (expenses), net (9) (111) (222) (381)

PRE-TAX IN COM E (LOSS) 616 505 (432)

Incom e tax charge (10) (145) (125) (163)

Share in net incom e (loss) of equity investm ents - (1) -

N ET PROFIT (LOSS) FROM  CON TIN UIN G OPERATION S 471 379 (595)

N ET PROFIT (LOSS) FROM  DISCON TIN UED  

OPERATION S
(11) (32) (198) (32)

N ET PROFIT (LOSS) 439 181 (627)

Attributable to:

- Group share 448 178 (628)

- M inority interests (9) 3 1

Earnings per share (in €)

From continuing and discontinued operations 

- Basic (12) 3.17 1.27 (5.76)

- Diluted (12) 3.10 1.26 (5.76)

From continuing operations 

- Basic (12) 3.40 2.68 (5.47)

- Diluted (12) 3.34 2.65 (5.47)

From discontinued operations 

- Basic (12) (0.23) (1.41) (0.29)

- Diluted (12) (0.22) (1.39) (0.29)

(*) Restated in accordance w ith IFRS, w ith the exception of IAS 32/39 and IFRS 5 applied from  1 April 2005 

(see Note 4-b)
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CON SOLIDATED  BALAN CE SH EETS 

 

 

 

 

 

 

The accom panying notes are an integral part of these consolidated financial statem ents 

At 31 M arch At 1 April At 31 M arch

( in € million ) N ote 2007 2006 2005 (*) 2005 (**)

ASSETS

Goodw ill (13) 3,510 3,323 3,417 3,417

Intangible assets (13) 1,191 1,197 1,222 1,222

Property, plant and equipm ent (14) 1,370 1,361 1,707 1,707

Associates and other investm ents (15) 34 99 118 118

Other non-current assets (16) 1,245 1,250 1,290 1,935

Deferred taxes (10) 1,280 1,249 1,204 1,207

Total non-current assets 8,630 8,479 8,958 9,606

Inventories (17) 1,770 1,488 1,654 1,654

Construction contracts in progress, assets (18) 2,858 2,229 2,601 2,601

Trade receivables (19) 2,886 2,291 2,323 2,392

Other current assets related to operating activities (20) 1,494 1,454 1,619 1,398

M arketable securities and other current financial assets (21) 197 22 26 26

Cash and cash equivalents 1,907 1,301 1,404 1,404

Total current assets 11,112 8,785 9,627 9,475

Assets held for sale (30) - 1,144 637 -

TOTAL ASSETS 19,742 18,408 19,222 19,081

LIABILITIES

Equity attributable to the equity holders of the parent 2,229 1,782 1,515 1,398

M inority interests 42 58 68 68

Total equity 2,271 1,840 1,583 1,466

Bonds reimbursable w ith shares - - - 133

Non-current provisions (25) 549 581 680 680

Accrued pension and other em ployee benefit costs (26) 512 792 824 824

Non-current borrow ings (27) 1,922 2,018 2,355 2,401

Non-current obligations under finance leases (27) 775 193 243 867

Deferred taxes (10) 47 39 59 59

Total non-current liabilities 3,805 3,623 4,161 4,831

Current provisions (25) 1,512 1,539 1,642 1,642

Current borrow ings (27) 85 320 445 448

Current obligations under finance leases (27) 40 40 38 51

Construction contracts in progress, liabilities (18) 7,239 5,401 5,520 5,484

Trade payables 2,976 2,872 3,316 3,437

Other current liabilities (28) 1,814 1,630 1,880 1,589

Total current liabilities 13,666 11,802 12,841 12,651

Liabilities directly associated w ith assets held for sale (30) - 1,143 637 -

TOTAL LIABILITIES 19,742 18,408 19,222 19,081

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards (see Note 4–b)

(**) Restated in accordance w ith IFRS, w ith the exception of IAS 32/39 and IFRS5 applied from  1 April 2005 (see Note 4-b)



����� �  
�

� � Page 4 
  
  �

�

CON SOLIDATED  STATEM EN TS OF CASH  FLOW S 

 

The accom panying notes are an integral part of these consolidated financial statem ents 

( in € million ) N ote 2007 2006 2005 (*)

N et profit (loss) from continuing operations 471 379  (595)

Depreciation, am ortisation and share-based paym ents 352 424 497

Changes in prepaid and accrued em ployee defined benefit costs (26)  (325) - 9

Net (gains) losses on disposal of non-current assets and investm ents 90  (147)  (51)

Share in net incom e (loss) of associates (net of dividends received) - 1 -

Changes in deferred taxes (10)  (23)  (30) 145

N et cash provided by operating activities - before changes in 

net w orking capital
565 627 5

Changes in net w orking capital (22) 524 158 189

N et cash provided by operating activities - continuing operations 1 089 785 194

Proceeds from  disposal of tangible and intangible assets 17 60 51

Capital expenditure  (395)  (294)  (255)

Decrease (increase) in other non-current assets (16) 727 16  (361)

Cash expenditure for acquisition of investm ents, net of net cash acquired  (232)  (13) -

Cash proceeds (expenditure) from  sale of investm ents, net of net cash sold 1 257 928

N et cash provided by investing activities - continuing operations 118 26 363

Capital increase - 6 2,022

Issuance (conversion) of bonds reim bursable w ith shares - -  (19)

Issuance (repaym ent) of current and non-current borrow ings  (377)  (369) (2,310)

Issuance (repaym ent) of obligations under finance leases  (38)  (42)  (41)

Decrease (increase) in m arketable securities and other current financial assets (21)  (175) 6 -

Dividends paid including m inorities  (6)  (4)  (5)

N et cash used in financing activities - continuing operations  (596)  (403)  (353)

Decrease in cash and cash equivalents - discontinued operations (11) (30) -  (215)  (198)

Transfer to/from  assets held for sale (11) (30) 29  (317) -

Net effect of exchange rate variations  (30) 24 15

O ther changes  (4)  (3) 34

Increase (decrease) in cash and cash equivalents 606  (103) 55

Cash and cash equivalents at the beginning of the period 1,301 1,404 1,349

Cash and cash equivalents at the end of the period 1,907 1,301 1,404

Cash paid for incom e taxes 170 85 92

Cash paid for net interest 87 171 204

N et debt variation analysis:

Increase (decrease) in cash and cash equivalents 606  (103) 55

Increase (decrease) in m arketable securities and other financial assets 175  (2)  (24)

(Issuance) repaym ent of current and non-current borrow ings 335 369 2,310

(Issuance) repaym ent of obligations under finance leases 38 42 41

Net cash used in financing activities - discontinued operations 29 103  (13)

Net effect of exchange rate and other 1  (6) 1

Decrease (increase) in net debt 1 184 403 2,370

(Net debt) / net cash at the beginning of the period (**) (1,248) (1,651) (4,718)

(Net debt) / net cash at the end of the period (**) (64) (1,248) (2,348)

(**) The net debt corresponds to financial debt (see Note 27) less cash and cash equivalents, m arketable securities and other current financial assets 

(see Note 21) and non current financial assets directly associated to liabilities included in financial debt (see Note 16)

(*) Restated in accordance w ith IFRS, w ith the exception of IAS 32, IAS 39 and IFRS 5 applied from  1 April 2005 (see Note 4-b)

Year ended

31 M arch
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CON SOLIDATED  STATEM EN TS OF RECOGN ISED  IN COM E AN D  EXPEN SES 

 

 

 

Year ended

31 M arch

(in € million) 2007 2006 2005 (*)

439 181  (627)

- - -

- - -

(5) 52 (19)

- - -

(9) - -

(14) 52 (19)

Total recognised income and expense for the year 425 233 (646)

Attributable to:

- Equity holders of the parent 436 227 (648)

- M inority interests (11) 6 2 

(*) Restated in accordance w ith IFRS, w ith the exception of IAS 32/39 and IFRS 5 applied from  1 April 2005 (see Note 4-b)

N et income (loss) for the year

Fair value gains (losses), gross of tax

- on available-for-sale financial assets

- on cash flow  hedges

Currency translation adjustm ents

Recognition of actuarial gains (losses) in equity

Tax effect

Total income and expense recognised directly in equity
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CON SOLIDATED  STATEM EN T OF CH AN GES IN  SH AREH OLDERS’ EQUITY AN D  M IN ORITY IN TERESTS 

 

Additional

Equity 

attributable 

to the equity 

(in € m illion, paid-in Retained Translation holders of the M inority Total

except for num ber of shares) Capital capital earnings adjustments parent interests equity

At 1 April 2004 1,056,657,572 1,321 64 (1,383) - 2 66 68 

Total incom e and expense 

recognised in equity
- - - - (20) (20) 1 (19)

Net incom e (loss) for the 

period
- - - (628) - (628) 1 (627)

Total recognised incom e and 

expense
- - - (628) (20) (648) 2 (646)

Conversion of ORA (23) 15,473,425 14 5 - - 19 - 19 

Conversion of TSDDRA (23) 240,000,000 300 - - - 300 - 300 

Capital decrease - (1,175) (64) 1,239 - - - -

Capital increase (23) 4,185,080,412 1,464 261 - - 1,725 - 1,725

Im pact first application 

IAS 32/39

0 - 112 5 - 117 - 117 

At 1 April 2005 (*) 5,497,211,409 1,924 378 (767) (20) 1,515 68 1,583

Total incom e and expense 

recognised in equity
- - - - 49 49 3 52 

Net incom e (loss) for the 

period
- - - 178 - 178 3 181 

Total recognised incom e and 

expense 
- - - 178 49 227 6 233 

Conversion of ORA (23) 1,121,044 10 (10) - - - - -

Consolidation of shares (23) (5,360,161,677) - - - - - - -

Change in scope - - - - - - (16) (16)

Share-based paym ents - - - 40 - 40 - 40 

At 31 M arch 2006 138,170,776 1,934 368 (549) 29 1,782 58 1,840

Total incom e and expense 

recognised in equity
- - - - (12) (12) (2) (14)

Net incom e (loss) for the 

period
- - - 448 - 448 (9) 439 

Total recognised incom e and 

expense
- - - 448 (12) 436 (11) 425 

Conversion of ORA (23) 444,925 6 (2) (8) - (4) - (4)

Change in scope and other - - - - - - 1 1 

Dividends paid to m inority 

interests
- - - - - - (6) (6)

Share-based paym ents 1,500 - - 15 - 15 - 15 

At 31 M arch 2007 (23) 138,617,201 1,940 366 (94) 17 2,229 42 2,271

N umber of 

outstanding shares

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards (see Note 4-b)

N ote
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N ote 1 – Description of business 

 

ALSTOM  (“the Group”) serves the pow er generation m arket through its Pow er System s and Pow er Service sectors, and 

the rail transport m arket through its Transport Sector. The Group designs, supplies, and services a com plete range of 

technologically-advanced products and system s for its custom ers, and possesses a unique expertise in system s 

integration and through-life m aintenance and services.  

 

The m ain activities of the Group are described in Note 6. 

 

 

N ote 2 – Basis of preparation of the consolidated financial statements 

 

Follow ing the com ing into force of the European Reporting Regulation n°1606/2002, com panies listed in the European 

Union are required to adopt International Financial Reporting Standards (IFRS/IAS) as endorsed by the European Union 

in the preparation of their consolidated financial statem ents covering periods beginning on or after 1 January 2005.  

 

In com pliance w ith IFRS 1 on first-tim e adoption of IFRS, the opening balance sheet at 1 April 2004 and the 

consolidated financial statem ents for the fiscal year ended 31 M arch 2005 have been restated in accordance w ith IFRS 

standards endorsed by the European Union at the date of preparation of the consolidated financial statem ents for the 

year ended 31 M arch 2006, w ith the exception of IAS 32-39 and IFRS 5 standards applied from  1 April 2005.  

 

 

ALSTOM  consolidated financial statem ents for the year ended 31 M arch 2007 have been prepared using: 

- the IAS/IFRS standards and interpretations applicable for annual periods beginning on or prior to 1 April 2005; 

- the accounting policies and m easurem ent m ethods as set out in Note 3; 

- the historical cost convention, w ith the exception of certain assets and liabilities in accordance w ith applicable IFRS 

standards. Categories of assets and liabilities concerned are m entioned in Note 3.  

 

The consolidated financial statem ents are presented in euro, and have been authorised for issue by the Board of 

Directors held on 11 M ay 2007. 

 

 

(a) N ew ly effective standards and interpretations  

 

The follow ing standards and interpretations becom e effective for the preparation of consolidated financial statem ents at 

31 M arch 2007: 

• Am endm ent to IAS 19 “Em ployee benefits: actuarial gains and losses, group plans and disclosures” 

The option providing for the elim ination of the corridor m ethod and for the recognition of actuarial gains and 

losses directly in equity has not been used for the preparation of the year-end consolidated financial statem ents 

at 31 M arch 2007.  

Additional requirem ents regarding disclosures have been fulfilled in the notes to the consolidated financial 

statem ents for the year ended 31 M arch 2007. 

• IAS 21 revised “Effect of changes in foreign exchange rates” 

This revision, w hich m odifies the accounting treatm ent of exchange differences related to investm ents in 

foreign operations, has no significant im pact on the year-end consolidated financial statem ents at 

31 M arch 2007. 

• Am endm ent to IAS 39 on fair value option 

This am endm ent lim its the ability for an entity to designate any financial asset or financial liability as “at fair 

value” through profit or loss.  The Group does not use fair value option at 31 M arch 2007. 

• Am endm ent to IAS 39 on cash flow  hedge w ith respect to future intra-group transactions 

The im plem entation of this am endm ent has no im pact on the year-end consolidated financial statem ents at 

31 M arch 2007 since, starting from  the im plem entation of IAS 39 on 1 April 2005, fair value hedge accounting 

has been applied to intra-group firm  com m itm ents, provided that the foreign currency risk affects the 

consolidated incom e statem ent; forecast intra-group transactions that have not yet turned into firm  

com m itm ents are not hedged.  
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• IFRIC 4 “Determ ining w hether an arrangem ent contains a lease” 

IFRIC 4 provides guidance to determ ine w hether arrangem ents that do not take the legal form  of a lease should 

nonetheless be accounted for in accordance w ith IAS 17 “Leases”. The im plem entation of this interpretation has 

no significant im pact on the year-end consolidated financial statem ents at 31 M arch 2007. 

• IFRIC 7 “Applying the restatem ent approach under IAS 29 Financial Reporting in H yperinflationary econom ies” 

The im plem entation of this interpretation has no im pact on the year-end consolidated financial statem ents at 

31 M arch 2007. 

 

 

(b) Accounting standards, amendments and interpretations published but not yet effective 

 

The Group has not opted for an early application of the follow ing standards and interpretations w hich are not yet 

effective at the date of authorisation of the year-end consolidated financial statem ents for the year ended 

31 M arch 2007: 

• Am endm ent to IAS 1 “Capital disclosures”, 

• IFRS 7 “Financial instrum ents disclosures”, 

• IFRIC 8 “Scope of IFRS 2 Share-based paym ents”, 

• IFRIC 9 “Reassessm ent of em bedded derivatives”. 

 

The application of the am endm ent to IAS 1 and IFRS 7 w ill have no im pact on the Group’s financial position but w ill 

m odify the disclosures in the notes to the financial statem ents. 

Regarding IFRIC 8 and IFRIC 9, and based on current analysis, their application is expected not to have any m aterial 

im pact. 

 

 

N ote 3 – Summary of accounting policies 

 

 

(a) Consolidation methods 

 

• Subsidiaries 

 

Entities over w hich the Group exercises effective control are fully consolidated.  Control exists w hen the Group has the 

pow er, directly or indirectly, to govern the financial and operating policies of a com pany so as to obtain benefits from  its 

activities, w hether it holds shares or not. 

 

Inter com pany balances and transactions are elim inated.  

 

Results of operations of subsidiaries acquired or disposed of during the year are recognised in the consolidated incom e 

statem ents as from  the date of acquisition or up to the date of disposal, respectively.  

 

M inority interests in the net assets of consolidated subsidiaries are identified separately from  the Group’s equity.  

M inority interests consist of the am ount of those interests at the date of the original business com bination and the 

m inority’s share of changes in equity since the date of the com bination.  

Losses applicable to the m inority in excess of the m inority’s interest in the subsidiary’s equity are allocated against the 

interests of the Group, except to the extent that the m inority has a binding obligation and is able to m ake an additional 

investm ent to cover the losses. 

 

• Interests in joint ventures 

 

Joint ventures are com panies over w hich the Group has joint control.  They are consolidated by the proportionate m ethod 

w ith the Group’s share of the joint ventures’ results, assets and liabilities recorded in the consolidated financial 

statem ents. 
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• Investm ents in associates 

 

Entities in w hich the Group exercises significant influence, but not control, are accounted for under the equity m ethod. 

 

Under the equity m ethod, investm ents in associates are carried, in the consolidated balance sheet, at cost as adjusted for 

post-acquisition changes in the Group’s share of the net assets of the associate, less any im pairm ent in the value of 

individual investm ents.  Losses of an associate in excess of the Group’s interest in that associate are not recognised, 

except if the Group has a legal or im plicit obligation. 

 

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets, liabilities and 

contingent liabilities of the associate recognised at the date of acquisition is recognised as goodw ill. The goodw ill is 

included w ithin the carrying am ount of the investm ent and is assessed for im pairm ent as part of the investm ent.  

 

A list of the Group’s m ajor consolidated subsidiaries, joint ventures and associates w ith the applicable m ethod of 

consolidation is provided in Note 36. 

 

 

(b) Use of estimates and critical accounting policies 

 

The preparation of the consolidated financial statem ents in conform ity w ith IFRS requires m anagem ent to m ake various 

estim ates and use assum ptions regarded as realistic and reasonable.  These estim ates or assum ptions could affect the 

value of the Group’s assets, liabilities, equity, net profit and contingent assets and liabilities at the date of the financial 

statem ents.  M anagem ent review s estim ates on an ongoing basis using currently available inform ation.  Actual results 

m ay differ from  those estim ates, due to changes in facts and circum stances. 

 

The accounting policies m ost affected by the use of estim ates are the follow ing: 

 

Revenue and margin recognition on construction and long-term service contracts and related provisions 

 

The Group recognises revenue and gross m argin on construction and long-term  service contracts using the percentage of 

com pletion m ethod based on m ilestones; in addition, w hen a project review  indicates a negative gross m argin, the loss 

related to w ork not yet perform ed is im m ediately recognised. 

 

Recognised revenue and m argin are thus based on estim ates of total expected contract revenue and cost, w hich are 

subject to revisions as the contract progresses.  Total expected revenue and costs on a contract reflect m anagem ent’s 

current best estim ate of the probable future benefits and obligations associated w ith the contract.  Assum ptions to 

calculate present and future obligations take into account current technology as w ell as the com m ercial and contractual 

positions, assessed on a contract-by-contract basis.  The introduction of technologically-advanced products exposes the 

Group to risks of product failure significantly beyond the term s of standard contractual w arranties applicable to suppliers 

of equipm ent only. 

 

Obligations on contracts m ay result in penalties due to late com pletion of contractual m ilestones, or unanticipated costs 

due to project m odifications, suppliers or subcontractors failure to perform  or delays caused by unexpected conditions or 

events. 

Sim ilarly, w arranty obligations are affected by product failure rates, m aterial usage and service delivery costs incurred in 

correcting failures. 

Although the Group m akes individual assessm ents on contracts, there is a risk that actual costs related to those 

obligations m ay exceed the initial estim ates.  Depending w hether the contract is still in progress or not, estim ates of 

contract costs and revenues at com pletion or provisions m ay then have to be re-assessed. 

 

Appraisal of deferred tax assets 

 

M anagem ent judgm ent is required to determ ine the Group’s deferred tax assets and liabilities and the extent to w hich 

deferred tax assets can be recognised taking into account future taxable incom e and tax planning strategies in assessing 

the need for a valuation allow ance.  
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Pension and other employee benefits 

 

The m easurem ent of obligations and assets related to defined benefit plans m akes it necessary to use several statistical 

and other factors that attem pt to anticipate future events.  These factors include assum ptions about the discount rate, 

the expected return on plan assets,  the rate of future com pensation increases as w ell as w ithdraw al and m ortality rates. 

If actuarial assum ptions m aterially differ from  actual results, it could result in a significant change to the am ount of the 

em ployee benefit expense and to the am ounts of prepaid or accrued benefit costs reported in the balance sheet. 

 

Appraisal of assets  

 

Goodw ill is tested for im pairm ent annually on 31 M arch and additionally w henever events or changes in circum stances 

indicate the carrying value of an asset m ay not be recoverable.  The discounted cash flow  m odel used to determ ine the 

fair value of cash generating units includes a num ber of factors am ong w hich, estim ates of future cash flow s, discount 

rates and other variables, and then requires significant exercise of judgm ent.  

�
Im pairm ent tests perform ed on intangible and tangible assets are also based on the sam e nature of assum ptions.  Future 

adverse changes in m arket conditions or poor operating results from  underlying assets could result in an inability to 

recover their current carrying value. 

 

Inventories 

 

Inventories and w ork in progress are m easured at the low er of cost or net realisable value.  Valuation allow ance for 

inventories and w ork in progress are calculated based on an analysis of foreseeable changes in dem and, technology or 

m arket conditions in order to determ ine obsolete or excess inventories and w ork in progress. 

If actual m arket conditions are less favourable than those projected, additional inventory w rite dow ns m ay be required. 

 

 

(c) Sales and costs generated by operating activities 

 

• M easurem ent of sales and costs  

 

The am ount of revenue arising from  a transaction is usually determ ined by the contractual agreem ent w ith the custom er. 

 

In case of construction contracts, claim s are considered in the determ ination of contract revenue w hen it is highly 

probable that the claim  w ill result in additional revenue and the am ount can be reliably estim ated. 

 

Conversely, penalties are taken into account in reduction of contract revenue as soon as they are probable. 

 

Production costs include direct (such as m aterial and labour) and indirect costs, including w arranty costs.  Warranty 

costs are estim ated on the basis of contractual agreem ent, available statistical data and w eighing of all possible 

outcom es against their associated probabilities.  Warranty periods m ay extend up to five years. 

 

Selling and adm inistrative expenses are excluded from  production costs. 

 

• Recognition of sales and costs  

 

Whatever the type of contracts, sales are recognised only w hen the outcom e of the transaction can be assessed reliably. 

 

Revenue on sale of m anufactured products and short-term  service contracts (duration of less than one year) is 

recognised w hen the significant risks and rew ards of ow nership are transferred to the custom er, w hich generally occurs 

on delivery or perform ance of the related service.  All production costs incurred or to be incurred in respect of the sale are 

charged to cost of sales at the date of recognition of sales. 
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Revenue on construction contracts and long-term  service agreem ents is recognised based on the percentage of 

com pletion m ethod: the stage of com pletion is assessed by m ilestones w hich ascertain the com pletion of a physical 

proportion of the contract w ork or the perform ance of services provided for in the agreem ent.  The excess of revenue 

m easured according to the percentage of com pletion over the revenue recognised in prior periods is the revenue for the 

period.  

Cost of sales on construction contracts and long-term  service agreem ents is com puted on the sam e basis. The excess of 

cost to be recognised over the cost of sales recognised in prior periods is the cost of sales for the period. As a 

consequence, adjustm ents to contract estim ates resulting from  w ork conditions and perform ance are recognised in cost 

of sales as soon as they occur, prorata to the stage of com pletion.   

 

When it is probable that contract costs at com pletion w ill exceed total contract revenue, the expected loss is recognised 

im m ediately as an expense.  

 

With respect to construction contracts and long-term  service agreem ents, the aggregate am ount of costs incurred to 

date plus recognised m argin less progress billings is determ ined on a contract-by-contract basis. If the am ount is 

positive, it is included as an asset designated as “Construction contracts in progress, assets”. If the am ount is negative, it 

is included as a liability designated as “Construction contracts in progress, liabilities”. 

The caption “Construction contracts in progress, liabilities” also includes dow npaym ents received from  custom ers. 

 

• Recognition of overhead expenses 

 

Selling and adm inistrative expenses are expensed as incurred.  

Research expenses are expensed as incurred. Developm ent costs are expensed as incurred unless the project they relate 

to m eets the criteria for capitalisation (see Note 3-j). 

 

 

(d) Income (loss) from operations 

 

Incom e (loss) from  operations includes gross m argin, adm inistrative and selling expenses and research and developm ent 

expenses. It includes in particular the service cost of em ployee defined benefits, cost of share-based paym ents, em ployee 

profit sharing, foreign exchange gains or losses associated w ith operating transactions, including hedge accounting 

im pacts, and capital gains (losses) on disposal of intangible and tangible assets arising from  ordinary activities. 

 

 

(e) Other income and other expenses 

 

Other incom e includes capital gains on disposal of investm ents or activities and capital gains on disposal of tangible 

assets arising from  activities disposed of or facing restructuring plans as w ell as any incom e associated to past disposals. 

Other expenses include capital losses on disposal of investm ents or activities and capital losses on disposal of tangible 

assets arising from  activities disposed of or facing restructuring plans as w ell as any costs associated to past disposals, 

restructuring costs, a portion of costs of em ployee defined benefits (am ortisation of actuarial gains and losses, 

unrecognised prior service cost and im pacts of curtailm ents and settlem ents) and im pairm ent losses on assets. 

 

 

(f) Financial income and expenses  

 

Financial incom e and expenses include: 

• Interest charges and incom e related to the financial debt w hich consists of bonds, the liability com ponent of 

com pound instrum ents and other borrow ings including lease-financing liabilities; 

• Other expenses paid to financial institutions for financing operations; 

• Interest charges and bank fees relating to securitisation of receivables; 

• The financial com ponent of the cost of em ployee defined benefits (interest cost and expected return on assets); 

• Dividends received from  non consolidated investm ents; 

• Foreign exchange gains and losses including hedge accounting im pacts associated to financing transactions; 

• Other incom e or expense from  cash and cash equivalents and m arketable securities. 
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(g) Translation of financial statements denominated in foreign currencies 

 

The individual financial statem ents of the Group’s foreign subsidiaries, joint ventures and associates are presented in 

their ow n functional currency; i.e. the currency of the prim ary econom ic environm ent in w hich the entity operates as 

reporting currency.  

 

For the purpose of the consolidated financial statem ents, the results and financial position of each entity are expressed in 

euro, w hich is the functional currency of the Group and the presentation currency for the consolidated financial 

statem ents.  Assets and liabilities of foreign subsidiaries located outside the euro zone are translated into euro at the rate 

of exchange of the period end, and their incom e statem ents and cash flow  statem ents are converted at the average rate 

of exchange for the period.  The resulting translation adjustm ent is included as a com ponent of shareholders’ equity. 

 

Goodw ill and fair value adjustm ents arising on the acquisition of a foreign operation are treated as assets and liabilities 

of the foreign operation and translated at the closing rate. 

 

 

(h) Foreign currency transactions 

 

Foreign currency transactions are initially recognised by applying to the foreign currency am ount the spot exchange rate 

betw een the functional currency of the reporting unit and the foreign currency at the date of the transaction. Currency 

units held and assets and liabilities to be received or paid resulting from  those transactions are re-m easured at closing 

exchange rates at the end of each reporting period. Realised exchange gains or losses at date of paym ent as w ell as 

unrealised gains or losses deriving from  re-m easurem ent are recorded, w ithin incom e from  operations w hen they relate 

to operating activities or w ithin financial incom e or expense w hen they relate to financing activities. 

 

Since the Group is exposed to foreign currency volatility, it takes significant levels of forw ard cover relating to this 

exposure.  These derivatives are recognised on the balance sheet at fair value at the closing date. 

Providing that the relationships betw een the foreign currency exposure and the related derivatives are qualifying 

relationships, the Group uses the specific accounting treatm ents designated as hedge accounting. 

A relationship qualifies for hedge accounting if, at the inception of the hedge, it is form ally designated and docum ented 

and if it proves to be highly effective throughout the financial reporting periods for w hich the hedge w as initially 

designated. 

 

 

H edging relationships could be of three types: 

- Cash flow  hedge in case of hedge of the exposure to variability of cash flow s attributable to highly probable 

forecast transactions; 

- Fair value hedge in case of hedge of the exposure attributable to recognised assets, liabilities or firm  

com m itm ents; 

- H edge of net investm ent in foreign subsidiaries. 

 

• Cash flow  hedge  

 

When cash flow  hedge accounting applies, the portion of the gain or loss on the hedging instrum ent that is determ ined 

to be an effective hedge is recognised directly in equity. When the forecast transaction results in the recognition of a 

m onetary item , the am ounts previously recognised directly in equity are reclassified to the incom e statem ent. 

 

• Fair value hedge  

 

When fair value hedge accounting applies, changes in the fair value of derivatives and changes in the fair value of 

hedged item s are both recognised in the incom e statem ent and offset each other, up to the effective portion of the gain 

or loss on the hedging instrum ent. 
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• H edge of net investm ent in foreign subsidiaries 

 

In this situation, the portion of the gain or loss on the hedging instrum ent that is determ ined to be an effective hedge is 

recognised directly in equity as “foreign currency translation adjustm ent”.  This am ount is reclassified to the incom e 

statem ent on disposal of the investm ent. 

 

Whatever the type of hedge, the ineffective portion of the hedging instrum ent is recognised in the incom e statem ent. 

 

Realised and unrealised exchange gains and losses on hedged item s and hedging instrum ents are recorded w ithin 

incom e from  operations w hen they relate to operating activities or w ithin financial incom e or expense w hen they relate 

to financing activities. 

 

Sales and costs resulting from  com m ercial contracts are recognised at spot rate at inception of hedge throughout the life 

of the related com m ercial contracts, provided that the corresponding hedging relationships keep on qualifying for hedge 

accounting. 

 

The Group also uses export insurance contracts to hedge its currency exposure on certain long-term  contracts during the 

open bid as w ell as after the aw ard of the contracts.  During the bid period, such insurance contracts are not rem easured 

on the balance sheet. If the com m ercial contract is aw arded, insurance contracts are accounted for, using a sim ilar 

treatm ent as forw ard foreign currency exchange contracts. 

 

 

(i) Goodw ill 

 

Goodw ill represents the excess of the cost of acquisition over the interest in the fair values of assets acquired and 

liabilities and contingent liabilities assum ed in a business com bination.  Initial estim ates of fair values are finalised w ithin 

tw elve m onths after the date of acquisition and any adjustm ents in these fair values are accounted for as retroactive 

adjustm ents to goodw ill. Beyond this tw elve-m onth period, any adjustm ent is directly recognised in the incom e 

statem ent. 

 

Goodw ill is not am ortised but tested for im pairm ent at least annually during the second half of the year (see Note 3-l). 

 

 

(j) Intangible assets 

 

Intangible assets include acquired intangible assets (such as technology, licensing agreem ents) and internally generated 

intangible assets (m ainly developm ent costs).  

 

Acquired intangible assets 

Acquired intangible assets are m easured initially at cost and are am ortised on a straight-line basis over their estim ated 

useful lives.  Useful lives can extend to tw enty years due to the long-term  nature of the contracts and activities involved. 

The am ortisation expense is recorded in cost of sales, research and developm ent expenses, selling expenses or 

adm inistrative expenses, based on the function of the underlying assets.  

 

Internally generated intangible assets 

Research expenditure are expensed as incurred. Developm ent costs are expensed as incurred unless the project they 

relate to m eet the follow ing criteria for capitalisation: 

• The project is clearly defined and its related costs are separately identified and reliably m easured, 

• The technical feasibility of the project is dem onstrated, 

• The intention exists to com plete the project and to use or sell it, 

• Adequate financial resources are available to com plete the project, 

• It is probable that the future econom ic benefits attributable to the project w ill flow  to the Group. 

Developm ent costs capitalised are am ortised on a straight-line basis over the estim ated useful life of the asset. The 

am ortisation charge is reported in research and developm ent expenditure. 
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(k) Property, plant and equipment 

 

Property, plant and equipm ent are stated at cost less accum ulated depreciation and any accum ulated im pairm ent losses. 

When an item  of property, plant and equipm ent is m ade up of com ponents w ith different useful lives, the total cost is 

allocated betw een the various com ponents w hich are then separately depreciated. 

 

Depreciation is com puted using the straight-line m ethod over the estim ated useful lives of each com ponent. The useful 

lives m ost com m only used are the follow ing: 

 Estim ated useful life 

in years 

Buildings 15-30 

M achinery and equipm ent 7-12 

Tools, furniture, fixtures and others 3-7 

 

Useful lives are review ed on a regular basis and changes in estim ates, w hen relevant, are accounted for on a prospective 

basis.  The depreciation expense is recorded in cost of sales, selling expenses or adm inistrative expenses, based on the 

function of the underlying assets. 

 

Property, plant and equipm ent acquired through finance lease arrangem ents or long-term  rental arrangem ents that 

transfer substantially all the risks and rew ards incidental to ow nership are capitalised.  They are recognised at their fair 

value at the inception of the lease, or, if low er, at the present value of the m inim um  lease paym ents.  The corresponding 

liability to the lessor is included in the balance sheet as a financing obligation.  Lease paym ents are apportioned betw een 

finance charges and reduction in the lease obligation so as to achieve a constant rate of interest on the rem aining 

balance of the liability.  

 

Assets held under finance leases are depreciated over their expected useful lives on the sam e basis as ow ned assets or 

the term  of the relevant lease, w hen shorter.  

 

Leases that do not transfer substantially all risks and rew ards incidental to ow nership are classified as operating leases.  

Rentals payable are charged to profit or loss on a straight-line basis over the term  of the relevant lease. Benefits received 

and receivable as an incentive to enter into an operating lease are also spread on a straight-line basis over the lease 

term .  

 

 

(l) Impairment of goodw ill, tangible and intangible assets 

 

Goodw ill, intangible assets having an indefinite useful life and intangible assets not yet available for use are tested for 

im pairm ent annually or w hen there are indications that they m ay be im paired. 

 

Tangible and intangible assets having a definite useful life are tested for im pairm ent only if there are indications of 

im pairm ent.  

 

The im pairm ent test m ethodology is based on a com parison betw een the recoverable value of each of the asset w ith its 

net carrying value. The recoverable am ount is the higher of fair value less costs to sell and value in use. The recoverable 

value of an asset is individually assessed unless the asset does not generate cash inflow s independent of those from  

other assets or groups of assets. These groups of assets are designated as cash-generating units. 

 

With respect to goodw ill and internally generated or acquired technology, the identified cash generating units are the 

reportable segm ents as detailed in Note 6. 

 

The valuation perform ed is based upon the Group’s internal three-year business plan prepared as part of its annual 

budget exercise at sector level.  Cash flow s beyond this period are estim ated using a steady or declining grow th rate for 

the subsequent years.  The recoverable am ount is the sum  of the discounted cash flow s and of the discounted term inal 

residual value.  Discount rates are determ ined using the w eighted-average cost of capital of each Sector.  
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Recoverable values are significantly im pacted by estim ates of future prices of products and services, the evolution of 

costs, econom ic trends in the local and international sector, the expectations on long-term  developm ent of em erging 

m arkets and other factors. They also depend on the discount rates and perpetual grow th rates used. 

 

If the recoverable am ount of an asset is estim ated to be less than its carrying am ount, the carrying am ount is reduced to 

its recoverable am ount and the im pairm ent loss is recognised im m ediately in the incom e statem ent. 

 

In case of an im pairm ent loss attributable to a cash-generating unit, the im pairm ent loss is allocated first to reduce the 

carrying am ount of any goodw ill allocated to the unit and then to the other non current assets of the unit on a pro-rata 

basis of the carrying am ount of each asset in the unit.  The im pairm ent loss is im m ediately recognised in the incom e 

statem ent. 

 

An im pairm ent loss recognised for goodw ill is not reversed in a subsequent period. 

 

When an im pairm ent loss not allocated to goodw ill subsequently reverses, the carrying am ount of the asset (cash-

generating unit) is increased to the revised estim ate of its recoverable am ount, so that the increased carrying am ount 

does not exceed the carrying am ount that w ould have been determ ined, had no im pairm ent loss been recognised for the 

asset (cash-generating unit) in prior years.  A reversal of an im pairm ent loss is recognised im m ediately in the incom e 

statem ent. 

 

 

(m) Financial assets 

 

Financial assets include loans and deposits, long-term  rental receivables, investm ents, debt securities, derivative 

financial instrum ents w ith a positive m arked to m arket and receivables. 

 

• Loans and deposits 

 

Loans are initially m easured at their fair value, plus directly attributable transaction costs and are subsequently m easured 

at am ortised cost using the effective interest rate m ethod. 

Deposits are reported as financial assets w hen their initial m aturity is m ore than three m onths and as cash and cash 

equivalents in case of dem and deposits or w hen the initial m aturity is less than three m onths. 

If there is any indication that those assets m ay be im paired, they are review ed for im pairm ent. Any difference betw een 

the carrying value and the im paired value (net realisable value) is recorded as a financial expense.  The im pairm ent loss 

can be reversed if the value is recovered in the future. In that case, the reversal of the im pairm ent loss is reported as a 

financial incom e. 

 

• Investm ents and debt securities 

 

Investm ents in non-consolidated com panies are designated as available-for-sale financial assets under IAS 39 

classification. They are initially m easured at their fair value, plus directly attributable transaction costs and subsequently 

m easured at fair value.  

The fair value of listed securities corresponds to the m arket value at the balance sheet date. A valuation m odel is used in 

case of unlisted securities. Changes in fair value are directly recognised in shareholders’ equity until the security is 

disposed of or is determ ined to be im paired. On disposal or in case of significant or prolonged decline in the fair value, 

the cum ulative gain or loss previously recognised in equity is included in the profit or loss for the period. Im pairm ent 

losses recognised in profit and loss for an investm ent in an equity instrum ent are not reversed through profit and loss. 

Conversely, if, in a subsequent period, the fair value of an investm ent in a debt instrum ent classified as available-for-sale 

increases and the increase can be objectively related to an event occurring after the im pairm ent loss is recognised in 

profit or loss, the im pairm ent loss is reversed w ith the am ount of the reversal recognised in profit or loss. 

Investm ents in non consolidated com panies, w hose fair value cannot be determ ined reliably, are m easured at cost.  Any 

im pairm ent loss recognised for such investm ent is not reversed in a subsequent period, except w hen disposed of. 
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All debt securities that the Group has the expressed intention and ability to hold to m aturity are designated as held-to-

m aturity financial assets under IAS 39 classification. They are therefore m easured at am ortised cost using the effective 

interest rate m ethod, less any im pairm ent loss recognised to reflect am ounts expected not to be recoverable. An 

im pairm ent loss is recognised in profit or loss w hen there is objective evidence that the asset is im paired and is m easured 

as the difference betw een the investm ent’s carrying value and the present value of the estim ated future cash flow s 

discounted at the effective interest rate com puted at initial recognition. Im pairm ent losses are reversed through profit 

and loss in subsequent periods w hen an increase in the investm ent’s recoverable am ount can be objectively related to an 

event occurring after the im pairm ent w as recognised. 

 

M arketable securities are securities held for trading w hich cannot be considered as cash and cash equivalents (see 

Note 33). They are designated as financial asset at fair value through profit or loss under IAS 39 classification. Changes 

in fair value are therefore reported as financial incom e or expense. 

 

• Derivative financial instrum ents  

 

Derivative financial instrum ents are recognised and re-m easured at fair value (see Note 3-h for foreign currency hedging 

instrum ents and Note 3-s for interest rate hedging instrum ents). 

 

• Receivables 

 

Receivables are initially recognised at fair value, w hich in m ost cases is represented by the nom inal value. If there is any 

subsequent indication that those assets m ay be im paired, they are review ed for im pairm ent.  Any difference betw een the 

carrying value and the im paired value (net realisable value) is recorded w ithin incom e from  operations.  The im pairm ent 

loss can be reversed if the value is recovered in the future.  In that case, the reversal of the im pairm ent loss is reported 

w ithin incom e from  operations. 

 

 

(n) Inventories 

 

Raw  m aterials and supplies, w ork in progress and finished products are stated at the low er of cost, using the w eighted 

average cost m ethod, or net realisable value. Net realisable value is the estim ated selling price in the ordinary course of 

business, less the estim ated costs of com pletion and selling expenses.  Inventory cost com prises direct m aterial and, 

w here applicable, direct labour costs and those overheads that have been incurred in bringing the inventories to their 

existing location and condition.  

 

 

(o) Cash and cash equivalents 

 

Cash and cash equivalents consist of cash and highly liquid investm ents that are readily convertible to know n am ounts of 

cash, w hich are subject to an insignificant risk of changes in value.  

 

 

(p) Taxation 

 

Deferred taxes are calculated for each taxable entity for tem porary differences arising betw een the tax value and book 

value of assets and liabilities and are accounted for using the balance sheet m ethod.  Deferred tax liabilities are 

recognised for all taxable tem porary differences w ith the exception of taxable tem porary differences arising from  

investm ents in subsidiary or associates, and investm ents in joint ventures, w hich are not recognised w hen the Group is 

able to control their reversal and it is probable that these tem porary differences w ill not reverse in the foreseeable future. 

Deferred tax assets are recognised to the extent that it is probable that taxable profits w ill be available against w hich 

deductible tem porary differences can be utilised.  The carrying am ount of deferred tax assets is review ed at each balance 

sheet date. 

 

Deferred tax is calculated at the enacted tax rates that are expected to apply in the period w hen the liability is settled or 

the asset realised. 
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Deferred tax assets and liabilities are offset w hen there is a legally enforceable right to set off current tax assets against 

current tax liabilities and w hen they relate to incom e taxes levied by the sam e taxation authority and the Group intends 

to settle its current tax assets and liabilities on a net basis.  

 

Deferred tax is charged or credited to profit or loss, except w hen it relates to item s charged or credited directly to equity, 

in w hich case the deferred tax is also dealt w ith in equity. 

 

 

(q) Provisions 

 

As long as a construction contract or a long-term  service agreem ent is in progress, obligations attributable to such a 

contract are taken into account in the assessm ent of the m argin to be recognised and are therefore reported w ithin the 

accounts “ Construction contracts in progress, assets” or “ Construction contracts in progress, liabilities”. 

At com pletion date, such obligations are recognised as distinct liabilities w hen they satisfy the follow ing criteria: 

 

- the Group has a present legal or constructive obligation as a result of a past event; 

- it is probable that an outflow  of econom ic resources w ill be required to settle the obligation; and 

- such outflow  can be reliably estim ated. 

 

These liabilities are presented as provisions w hen they are of uncertain tim ing or am ount. When this uncertainty is 

dispelled, they are presented as trade payables or other current liabilities. 

 

Obligations resulting from  transactions other than construction contracts and long-term  service agreem ents are directly 

recognised as provisions as soon as the above-described criteria are m et. 

 

Where the effect of the tim e value of m oney is m aterial, provisions are m easured at their present value.  

 

Restructuring provisions are m ade w hen plans reduce or close facilities, or reduce the w orkforce have been finalised and 

approved by the Group m anagem ent and have been announced before the balance sheet date, resulting in an obligation 

of the Group to third parties.  Restructuring costs include em ployees’ severance and term ination benefits and estim ated 

facility closing costs.  In addition to such provisions, restructuring costs m ay include asset w rite-off related to the 

concerned activities. 

 

 

(r) Financial liabilities 

 

Financial liabilities include bonds and borrow ings, obligations under finance leases, derivative financial instrum ents w ith 

a negative m arked to m arket and payables. 

 

• Bonds and borrow ings 

 

Bonds and interest-bearing bank loans are initially recognised at fair value, less any transaction costs directly attributable 

to the issuance of the liability. Bond issuance costs and prem ium s are not included in the initial cost, but are taken into 

account in calculating am ortised cost under the effective interest rate m ethod. These financial liabilities are subsequently 

m easured at am ortised cost, using the effective interest rate m ethod. 

 

Renegotiations of the term s of borrow ings and sim ilar operations are recorded as an extinction of the form er liability 

w ith recognition of a new  liability only if there are substantial differences betw een the old and new  term s. When this is 

the case, the costs borne for renegotiation are included in the financial expenses for the period w hen the negotiation took 

place, as a com ponent of the gain or loss on extinction of the form er liability.  
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Certain financial instrum ents (such as bonds reim bursable w ith shares) include both a financial debt com ponent and a 

shareholders’ equity com ponent. Those com ponents are classified separately as financial debt and equity instrum ents. 

The m easurem ent of the debt com ponent at date of issuance, is represented by the present value of future cash flow s for 

a sim ilar instrum ent w ith the sam e conditions (m aturity, cash flow s), but w ithout an option or an obligation for 

conversion or redem ption in shares. This liability is subsequently re-m easured at am ortised cost, using the effective 

interest rate. 

 

The equity com ponent is the residual am ount after deducting from  the fair value of the instrum ent as a w hole the 

am ount separately determ ined for the liability com ponent. 

 

• Derivative financial instrum ents  

 

Derivative financial instrum ents are recognised and re-m easured at fair value (see Note 3-h for foreign currency hedging 

instrum ents and Note 3-s for interest rate hedging instrum ents). 

 

• Payables 

 

Payables are initially recognised at fair value, w hich in m ost cases is represented by the nom inal value.  They are 

subsequently re-m easured at am ortised cost. 

 

 

(s) Interest rate derivatives 

 

The Group m ay enter into hedges for the purposes of m anaging its exposure to m ovem ents in interest rates. Derivatives 

are recognised on the balance sheet at fair value at the closing date.  Providing that the relationships betw een the 

interest rate exposure and the related derivatives are qualifying relationships, the Group uses the specific accounting 

treatm ents designated as hedge accounting.  Fair value or cash flow  hedge accounting is applied to fixed and floating 

rate borrow ings respectively. 

 

In the case of fair value hedge relationships, the re-m easurem ent of the fixed rate borrow ing is offset in the incom e 

statem ent by the m ovem ent in the fair value of the derivative.  In the case of cash flow  hedge relationships, the change 

in fair value of the derivative is recognised directly in equity.  When the forecast transaction results in the recognition of 

a m onetary item , the am ounts previously recognised directly in equity are reclassified to the incom e statem ent. 

 

 

(t) Share-based payments 

 

The Group issues equity-settled and cash-settled share-based paym ents to certain em ployees. In accordance w ith IFRS 

2, only options granted after 7 Novem ber 2002 and not fully vested at 1 January 2005 are m easured and accounted for 

as em ployee costs. 

 

• Equity-settled share-based paym ents 

 

Equity-settled share-based paym ents are m easured at fair value at the date of grant (excluding the effect of non m arket-

based conditions) using the binom ial pricing m odel.  The cum ulative recognised expense is based on the fair value at 

grant date and on the estim ated num ber of shares that w ill eventually vest (including the effect of non m arket-based 

vesting conditions).  It is recorded in incom e from  operations throughout the vesting period w ith a counterpart in equity. 

 

• Cash-settled share-based paym ents 

 

For cash-settled share-based paym ents, a liability equal to the portion of the goods or services received is recognised at 

the current fair value determ ined at each balance sheet date. 
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The Group m ay also provide em ployees w ith the ability to purchase the Group’s ordinary shares at a discounted current 

m arket value. In that case, the Group records an expense, based on its estim ate of the discount related to shares 

expected to vest. 

 

 

(u) Pension and other employee benefits 

 

The Group provides various types of post-em ploym ent and other long-term  benefits to its em ployees including post-

retirem ent m edical benefits to som e retired em ployees in certain countries principally in the United States. The type of 

benefits offered to an individual em ployee is related to local legal requirem ents as w ell as operating practices of the 

specific subsidiaries.  The Group also provides other long-term  em ployee benefits such as jubilee aw ards and deferred 

com pensation schem e. 

 

Post-em ploym ent defined benefit plans 

 

For single em ployer defined benefit plans, the Group uses the Projected Unit Credit M ethod to determ ine the present 

value of its obligations and the related current and past service costs.  This m ethod considers best estim ate actuarial 

assum ptions including the probable future length of the em ployees’ service, the em ployees’ final pay, the expected 

average life span and probable turn-over of beneficiaries.  

M ost defined benefit pension liabilities are funded through separate pension funds.  Plan assets related to funded plans 

are invested m ainly in equity and debt securities.  Other supplem ental pension plans sponsored by the Group for certain 

em ployees are paid from  the Group’s assets as they becom e due.  Post-em ploym ent m edical benefits plans are 

predom inantly unfunded. 

 

At year end, the Group review s plan assets and obligations.  The effects of any change in actuarial assum ptions together 

w ith the differences betw een forecasted and actual experience are assessed.  If the cum ulative of these differences 

exceeds 10% of the greater of the defined benefit obligations or the m arket value of plan assets, on a plan by plan basis, 

the unrecognised gains/losses in excess are am ortised over the average rem aining service life of active em ployees 

(corridor m ethod). 

 

The estim ated cost of providing defined benefits to em ployees is accrued during the years in w hich the em ployees render 

services. In the incom e statem ent, the service cost elem ent of benefit costs is included in the incom e from  operations. 

The am ortisation of actuarial net losses (gains) as w ell as unrecognised prior service cost and the im pacts of curtailm ents 

and settlem ents are recognised in other expenses. Financial elem ents of the benefit cost such as interest cost and asset 

returns are included in financial incom e (expenses). 

 

The Group also participates in m ulti-em ployer defined benefit plans, w hich are accounted for as defined contribution 

plans (see below ), m ainly in the United States and in Canada.  

 

Post-em ploym ent defined contribution plans 

 

For defined contribution plans, the Group pays contributions to independently adm inistered funds at a fixed percentage 

of em ployees’ pay.  These contributions are recorded as operating expenses. 

 

Other long-term  em ployee benefits 

 

The accounting m ethod used w hen recognising obligations arising from  other long-term  em ployee benefits is sim ilar to 

the m ethod used for post em ploym ent defined benefits, except that prior service cost and actuarial gains/losses are 

recognised im m ediately and no corridor is applied. 
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(v) Assets held for sale and discontinued operations 

 

Non-current assets and disposal groups are classified as held for sale if their carrying am ount w ill be recovered through a 

sale transaction rather than through continuing use. This condition is regarded as m et only w hen the sale is highly 

probable and the asset (or disposal group) is available for im m ediate sale in its present condition. M anagem ent m ust be 

com m itted to the sale, w hich should be expected to qualify for recognition as a com pleted sale w ithin one year from  the 

date of classification. 

 

Non-current assets (and disposal groups) classified as held for sale are m easured at the low er of the assets’ previous 

carrying am ount and fair value less costs to sell and are not am ortised or depreciated anym ore.  

 

A discontinued operation is a com ponent of the Group that either has been disposed of, or is classified as held for sale, 

and: 

• represents a separate m ajor line of business or geographical area of operations; 

• is part of a single co-ordinated plan to dispose of a separate m ajor line of business or geographical area of 

operations; or 

• is a subsidiary acquired exclusively w ith a view  to resale. 

 

Am ounts included in the incom e statem ent and cash flow  statem ent related to these discontinued operations are 

presented separately for the current year and all prior years presented in the financial statem ents if they are m aterial. 

 

 

(w ) Earnings per share 

 

Basic earnings per share are com puted by dividing the period net profit (loss) before the financial cost (net of tax) of 

bonds reim bursable w ith shares, by the w eighted average num ber of outstanding shares during the period, increased by 

the w eighted average num ber of bonds reim bursable w ith shares to be converted. 

 

Diluted earnings per share are com puted by dividing the period net profit (loss) before the financial cost (net of tax) of 

bonds reim bursable w ith shares, by the w eighted average num ber of outstanding shares during the period, increased by 

the w eighted average num ber of bonds reim bursable w ith shares to be converted and by the effect of any other dilutive 

instrum ents.  

 

 

(x) Borrow ing costs 

 

The Group does not capitalise interest expense attributable to the acquisition, construction or production of assets. 

Borrow ing costs are recognised as an expense in the period in w hich they are incurred.  

 

 

(y) Exchange rates used for the translation of main currencies 

 

 At 31 M arch 2007  At 31 M arch 2006  At 31 M arch 2005 

€ for 1 m onetary unit Average  Closing  Average  Closing  Average  Closing 

British pound 1.474594  1.471021  1.465784  1.435956  1.463325  1.452433 

Sw iss franc 0.629045  0.615498  0.643819  0.632871  0.650036  0.645745 

US dollar 0.774747  0.750863  0.825792  0.826173  0.791901  0.771367 

Brazilian real 0.360684  0.368202  0.360145  0.377223  0.278889  0.287584 

Indian rupee 0.017185  0.017446  0.018647  0.018509  0.017626  0.017673 

Chinese yuan 0.098198  0.097300  0.101717  0.103029  0.095632  0.093300 
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N ote 4 – Impacts of first-time adoption of IFRS 

 

 

(a) Options taken at first-time adoption of IFRS on 1 April 2004 (transition date) 

 

IFRS 1 – First-tim e Adoption of International Financial Reporting Standards – perm its certain exceptions to the 

retrospective application of IFRS at the transition date.  Accordingly, the Group prepared the opening balance sheet at 

1 April 2004 using the follow ing options  : 

- the Group has elected not to retrospectively apply IFRS 3 – Business com binations; 

- the Group has elected to adopt the com plete retrospective application of IAS 19 – Em ployee benefits – a portion 

of actuarial gains and losses on post-em ploym ent defined benefit plans existing is thus left unrecognised at the 

transition date; 

- the Group has elected not to apply the exem ption allow ing fair value of property, plant and equipm ent and other 

intangible assets at the transition date to be used as their deem ed cost; 

- the cum ulative translation differences at 1 April 2004 have been set to zero through a transfer to retained 

earnings;  

- IFRS 2 – Share-based paym ents – has been applied for all plans granted after 7 Novem ber 2002 and not fully 

vested at 1 January 2005.  

 

 

(b) First-time application of IAS 32-39 and IFRS 5 standards on 1 April 2005 

 

As perm itted by IFRS 1, the com parative inform ation related to the year ended 31 M arch 2005 has been prepared in 

accordance w ith all IFRS standards and interpretations effective and endorsed by the European Union for annual periods 

beginning on 1 April 2005, w ith the exception of: 

- IFRS 5 “ Non current assets held for sale and discontinued operations” 

- IAS 32 “Financial instrum ents: disclosure and presentation” 

- IAS 39 “Financial instrum ents: recognition and m easurem ent”. 
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Those three standards have been adopted from  1 April 2005.  The im pact of their first application on the balance sheet is 

presented below : 

 

 

 

(in € m illion)

At 31 M arch 

2005 IAS 32/39 IFRS 5

At 1 April 2005

ASSETS

Total non-current assets 9,606 2  (650) 8,958

out of w hich

- Other non-current assets 1,935 5  (650) 1,290

- Deferred taxes 1,207  (3) 1,204

Total current assets 9,475 139 13 9,627

out of w hich

- Trade receivables 2,392  (69) 2,323

- Other current assets 1,424 208 13 1,645

Assets held for sale - 637 637

TOTAL ASSETS 19,081 141 - 19,222

LIABILITIES

Total equity 1,466 117 1,583

Bonds reimbursable w ith shares 133  (133) -

Total non-current liabilities 4,844  (46)  (637) 4,161

out of w hich

- Non-current financial debt 3,281  (46)  (637) 2,598

Total current liabilities 12,638 203 - 12,841

out of w hich

- Current financial debt 486  (3) 483

- Construction contracts in progress, liabilities 5,484 36 5,520

- Trade payables 3,437  (121) 3,316

- Other current liabilities 1,589 291 1,880

Liabilities directly associated w ith assets held for sale - 637 637

TOTAL LIABILITIES 19,081 141 - 19,222
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Im pact of application of IAS 32-39 

 

The im pact of the application of the IAS 32-39 standards is detailed as follow s:  

 

 

Recognition of equity and debt com ponents of bonds reim bursable w ith shares (“ORA”) 

 

Bonds reim bursable w ith shares issued by the Group during the year ended 31 M arch 2004 constitute a com pound 

financial instrum ent w hich, in accordance w ith IAS 32 m ust be broken dow n betw een its equity com ponent and its debt 

com ponent.  

 

Re-m easurem ent of financial debt using effective interest rate 

 

Under French GAAP, bank fees related to debt issues w ere booked as an asset in the balance sheet and am ortised on a 

straight-line basis through financial result over the life of the debt instrum ent. Under IFRS, such fees are booked as a 

reduction of financial debt and am ortised over the life of the debt instrum ent according to the effective interest m ethod.  

 

Im m ediate recognition in equity of transaction costs on equity instrum ents 

 

Under French GAAP, transaction costs related to equity instrum ents w ere booked as an asset in the balance sheet and 

am ortised on a straight-line basis over five years.  Under IFRS, such costs are debited directly to equity. 

The negative im pact on equity represents the portion of costs not yet am ortised under French GAAP at 31 M arch 2005. 

(in € m illion)

Recognition of 

equity and debt 

com ponents of 

ORA

Rem easurem ent 

of financial debt 

using effective 

interest rate

Im m ediate recognition 

in equity of transaction 

costs on equity 

instrum ent

Adoption of 

hedge 

accounting

Reclassification of 

investm ents IAS 32/39

ASSETS

Total non-current assets  (1) - 3  (5) 5 2

out of w hich

- Other non-current assets - - - - 5 5

- Deferred taxes  (1) - 3  (5) -  (3)

Total current assets  (3)  (60)  (8) 215  (5) 139

out of w hich

- Trade receivables - - -  (69) -  (69)

- Other current assets  (3)  (60)  (8) 284  (5) 208

TOTAL ASSETS  (4)  (60)  (5) 210 - 141

LIABILITIES

Capital - - - - - -
Paid-in capital 117 -  (5) - - 112

Retained earnings 4  (1) - 2 - 5

Total equity 121  (1)  (5) 2 - 117

Bonds reimbursable w ith shares  (133) - - - -  (133)

Total non-current liabilities 10  (56) - - -  (46)

out of w hich

- Non-current financial debt 10  (56) - - -  (46)

Total current liabilities  (2)  (3) - 208 - 203

out of w hich

- Current financial debt  (2)  (1) - - -  (3)

- Construction contracts in progress, liabilities - - - 36 - 36

- Trade payables - - -  (121) -  (121)

- Other current liabilities -  (2) - 293 - 291

TOTAL LIABILITIES  (4)  (60)  (5) 210 - 141
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Adoption of hedge accounting 

 

H edge accounting rules elected by the Group are described in Note 3-h of the present notes. 

Follow ing the adoption of fair value hedge accounting for foreign currency hedging relationships, current assets and 

liabilities existing under French GAAP have been re-m easured in accordance w ith the new  rules and the follow ing new  

item s have been recognised: 

- Derivative instrum ents: additional other current assets and liabilities am ounting to €264 m illion and €192 

m illion, respectively; 

- Changes in the fair value of unrecognised firm  com m itm ents: additional other current assets and liabilities 

am ounting to €40 m illion and €148 m illion, respectively. 

 

Reclassification of investm ents 

 

A portion of securities previously classified as short-term  investm ents under French GAAP has been reclassified to non-

current assets.  

 

 

Im pact of application of IFRS 5 

 

At 1 April 2005, assets and liabilities attributable to leases of trains and associated equipm ent of the Transport Sector 

have been classified as group of assets held for sale and presented separately in the balance sheet as they w ere expected 

to be sold w ithin tw elve m onths.  These leases relate to a 1995 agreem ent w ith London Underground (Northern Line) to 

w hich the Group leases trains and associated equipm ent for a period of 30 years starting 1997 and m akes them  available 

to this operator. 

 

The proceeds of disposal w ere expected to exceed the net carrying am ount of the relevant assets and liabilities and, 

accordingly, no im pairm ent loss has been recognised on the date of the classification of these operations as held for sale. 

 

 



����� �  
�

� � Page 26 
  
  �

�

 

N ote 5 – Changes in consolidated companies 

 

 

The m ain changes in the scope of consolidated com panies for the years ended 31 M arch 2007, 31 M arch 2006 and 

31 M arch 2005 are the follow ing: 

 

 

Year ended 31 M arch 2007 

 

• On 29 M arch 2007, the Group acquired Quingdao Sizhou Electric Pow er Equipm ent Lim ited and Quingdao Sizhou 

Boiler Auxiliary Com pany Lim ited, tw o Chinese com panies specialised in ash handling system s and the related 

service business. 

 

• On 22 M arch 2007, the Group acquired the assets and liabilities of Pow er System s M anufacturing, LLC (PSM ), a 

US-based high tech com pany w ith a leading position as independent provider of im proved gas-turbine parts and 

low -Nox upgrade solutions for gas turbines.  

 

• On 29 Septem ber 2006, Bouygues and the Group signed a binding agreem ent granting Bouygues a 50% interest in 

ALSTOM  H ydro activities for €150 m illion, the Group having previously subscribed €300 m illion convertible bonds in 

ALSTOM  H ydro.  Follow ing clearance from  all relevant anti-trust authorities, this operation w as com pleted on 

31 October 2006.  In Novem ber 2009, the Group has the option to convert its bonds into ALSTOM  H ydro shares.  At 

the sam e date, Bouygues has the option to: 

- sell its shares back to the Group for €175 m illion or exchange them  for 2.2 m illion ALSTOM  shares or the 

equivalent in cash should the Group fail to deliver shares, 

- rem ain as a shareholder w ith the possibility to retain, through capital injection, its 50% share in ALSTOM  H ydro. 

 

In addition, until 31 October 2009, the Group has specific rights, in particular in the event of disagreem ents 

betw een the shareholders.  H ydro activities rem ain fully consolidated w ith no m inority interests and, as disclosed in 

Note 27, obligations tow ards Bouygues are recorded as a financial liability at initial fair value plus accrued interests 

for €153 m illion at 31 M arch 2007. 

 

• On 24 August 2006, the Group com pleted the acquisition of Shenzhen Strongw ish, a Chinese com pany specialised in 

the design and delivery of rem ote m onitoring and diagnosis services. 

 

• On 31 M ay 2006, the sale of 75% interests in the M arine Sector to Aker Yards w as com pleted and this Sector has 

been deconsolidated from  that date.  The sale took place through the creation of a new  com pany com prising the 

shipyards in Saint-Nazaire and Lorient, 75% of w hich is ow ned by Aker Yards and 25% by the Group. At 

31 M arch 2007, this 25% interest is accounted for in investm ents.  The rem aining stake held by the Group w ill be 

sold to Aker Yards by 2010 through a put and call agreem ent, at a price of up to €125 m illion depending on the 

financial perform ance.  

 

 

Year ended 31 M arch 2006 

 

• On 24 October 2005, the Group and Austrian Energy and Environm ent AG signed binding agreem ents for the sale of 

the Industrial Boilers business, part of the Pow er System s Sector.  The sale of the business w as com pleted on 

30 Novem ber 2005 in Australia and Thailand and on 31 M ay 2006 in Germ any and Czech Republic, respectively. 

These activities have been deconsolidated from  that date. 

 

• On 30 Septem ber 2005, the Group signed a binding agreem ent to sell its Pow er Conversion activities to Barclays 

Private Equity.  On 10 Novem ber 2005, the Group com pleted the sale and these activities have been deconsolidated 

from  1 Novem ber 2005. 
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• On 2 June 2005, the Group signed a binding agreem ent for the sale of its transport operations in Australia and New  

Zealand.  On 16 Septem ber 2005, the sale w as com pleted and this business has been deconsolidated from  

1 Septem ber 2005. 

 

• On 24 M ay 2005, a sale agreem ent related to the Flow System s business w as signed. On 18 August 2005, the Group 

com pleted the sale and the business has been deconsolidated from  that date. 

 

 

Year ended 31 M arch 2005 

 

• Pending local regulatory approvals, in particular in India, certain non significant entities of the form er T&D Sector 

w ere not included in the scope of T&D entities disposed of during the year ended 31 M arch 2004. These transactions 

w ere authorised during the year ended 31 M arch 2005 and an agreem ent for the disposal of outstanding entities 

w as signed. In this context, after the signature in April 2005 of a share purchase agreem ent,  the sale of the form er 

T&D Indian units w as com pleted on 8 August 2005.  These units have been deconsolidated from  1 August 2005. 

 

 

N ote 6 – Sector and geographical data 

 

 

a) Sector data 

 

The Group is m anaged through sectors of activity and has determ ined its reportable segm ents accordingly. At 

31 M arch 2007, the Group is organised in three Sectors, follow ing the sale of the M arine Sector during the year. 

 

• Pow er Systems 

 

Pow er System s provides steam  turbines, gas turbines, generators and pow er plant engineering, including hydro 

equipm ents and system s. It also focuses on boilers and em issions control equipm ent in the pow er generation, 

petrochem ical and industrial m arkets. Finally, it serves dem and for upgrades and m odernisation of existing pow er plants. 

 

• Pow er Service  

 

Pow er Service prom otes the service activities relating to the Pow er System s sector and services to custom ers in all 

geographical m arkets.  

 

• Transport  

 

Transport provides equipm ent, system s, and custom er support for rail transportation activities, including passenger 

trains, locom otives, signalling equipm ent, rail com ponents and service.  

 

• Other sectors 

 

The Pow er Conversion business w hich w as sold during the year ended 31 M arch 2006 w as still included in the 

segm ental inform ation as at 31 M arch 2006 and 31 M arch 2005. 

 

The M arine sector is excluded from  the sector and geographic inform ation follow ing the classification of its operations as 

discontinued operations and the classification of its assets and liabilities as disposal group held for sale at 31 M arch 2006 

and 31 M arch 2005. M arine has been deconsolidated from  31 M ay 2006. 

 

Som e units, not m aterial to the sector presentation, have been transferred betw een sectors. The revised sector 

com position has not been reflected on a retroactive basis. 
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At 31 M arch 2007 

 

 

 

(1) Corporate & Other includes all units bearing Corporate costs, the Group International Netw ork and overseas entities that are not 

allocated to Sectors (m ainly India). 

 

(2) Segm ental assets are defined as the closing position of goodw ill, intangible assets, property, plant and equipm ent, other non 

current assets (excluding prepaid pension and other em ployee benefit costs and financial non-current assets associated to financial 

debt) and current assets (excluding m arketable securities and other current financial assets, and cash and cash equivalents). 

 

(3) Segm ental liabilities are defined as the closing position of current and non-current provisions and current liabilities (excluding 

current borrow ings and current obligations under finance leases). 

 

(4) Capital em ployed corresponds to segm ental assets m inus segm ental liabilities. The decrease in the capital em ployed from  

31 M arch 2006 to 31 M arch 2007 is explained for €700 m illion by the release of a deposits securing the Bonding Guarantee Facility 

(see Note 16) classified in the sector "Corporate & other" at 31 M arch 2006. 

(in € m illion)
Pow er 

Systems

Pow er 

Service
Transport

Corporate & 

other (1)
Elimination Total 

Sales 5,975 3,386 5,288 49  (490) 14,208

Inter sector elim ination  (302)  (188) - - 490 - 

Total Sales 5,673 3,198 5,288 49 - 14,208

Income (loss) from operations 201 510 350  (104) - 957

Earnings before interest and taxes 175 499 277  (224) - 727

Financial incom e (expenses)  (111)

Incom e tax  (145)

Share in net loss of equity investm ents - 

N et profit from continuing operations 471

N et loss from discontinued operations  (32)

N ET PROFIT 439

Segmental assets (2) 5,386 4,381 5,079 436 - 15,282

Deferred taxes (assets) 1,280

Prepaid pension and other em ployee benefit 

costs
422

Financial assets 2,758

TOTAL ASSETS 19,742

Segmental liabilities (3) 6,034 2,253 5,119 684 - 14,090

Deferred taxes (liabilities) 47

Accrued pension and other em ployee benefit 

costs
512

Financial debt 2,822

Total equity 2,271

TOTAL LIABILITIES 19,742

Capital employed (4)  (648) 2 128  (40)  (248) - 1,192

Capital expenditure 124 65 157 49 - 395

Depreciation and amortisation in EBIT 113 64 123 47 - 347



����� �  
�

� � Page 29 
  
  �

�

 
At 31 M arch 2006 

 

 

 

(1) Corporate & Other includes all units bearing Corporate costs, the Group International Netw ork and overseas entities in Australia, 

New  Zealand and India that are not allocated to sectors and Pow er Conversion, w hich w as sold during the year ended 

31 M arch 2006. 

 

(2) Segm ental assets are defined as the closing position of goodw ill, intangible assets, property, plant and equipm ent, other non 

current assets (excluding prepaid pension and other em ployee benefit costs) and current assets (excluding trading investm ents, 

available-for-sale investm ents, held-to-m aturity investm ents and cash and cash equivalents). 

 

(3) Segm ental liabilities are defined as the closing position of current and non-current provisions and current liabilities (excluding 

current borrow ings and current obligations under finance leases). 

 

(4) Capital em ployed corresponds to segm ental assets m inus segm ental liabilities. The decrease in the capital em ployed from  

31 M arch 2005 to 31 M arch 2006 is partly explained by the reclassification in the Transport sector of assets and liabilities attributable 

to leases of trains and associated equipm ent from  other non current assets at 31 M arch 2005 (included in the definition of capital 

em ployed) to assets held for sale and liabilities associated at 31 M arch 2006 (excluded from  the definition of capital em ployed).  

(in € m illion)
Pow er 

Systems
Pow er Service Transport

Corporate & 

other (1)
Elimination Total 

Sales 5,396 3,062 5,129 376  (550) 13,413

Inter sector elim ination  (317)  (209)  (1)  (23) 550 - 

Total Sales 5,079 2,853 5,128 353 - 13,413

Income from operations 101 442 324  (121) - 746

Earnings before interest and taxes 75 407 256  (11) - 727

Financial incom e (expenses)  (222)

Incom e tax  (125)

Share in net loss of equity investm ents  (1)

N et profit from continuing operations 379

N et loss from discontinued operations  (198)

N ET PROFIT 181

Segmental assets (2) 4,633 3,890 4,224 1,558 - 14,305

Deferred taxes (assets) 1,249

Prepaid pension and other em ployee benefit 

costs
387

Current financial assets 1,323

Assets held for sale 1,144

TOTAL ASSETS 18,408

Segmental liabilities (3) 5,072 2,078 4,099 774 - 12,023

Deferred taxes (liabilities) 39

Accrued pension and other em ployee benefit 

costs
792

Financial debt 2,571

Total equity 1,840

Liab. associated w ith assets held for sale 1,143

TOTAL LIABILITIES 18,408

Capital employed (4)  (439) 1 812 125 784 - 2,282

Capital expenditure 103 35 125 31 - 294

Depreciation and amortisation in EBIT 125 61 116 111 - 413
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At 31 M arch 2005 

 

 

 

(1) Corporate & Other includes all units bearing Corporate costs, the Group International Netw ork and overseas entities in Australia, 

New  Zealand and India that are not allocated to sectors and Pow er Conversion w hich w as sold during the year ended 31 M arch 2006.  

In accordance w ith IFRS 5, M arine operations have been retrospectively classified as discontinued operations in the incom e statem ent 

for the year ended 31 M arch 2005 w hereas the presentation of the associated assets and liabilities in the balance sheet at 

31 M arch 2005 rem ains unchanged (see Note 4 – b). 

 

(2) Segm ental assets are defined as the closing position of goodw ill, intangible assets, net, property, plant and equipm ent, net, other 

non current assets, net (excluding prepaid pension and other em ployee benefit costs) and current assets, net (excluding trading 

investm ents, available-for-sale investm ents, held-to-m aturity investm ents and cash and cash equivalents). 

 

(3) Segm ental liabilities are defined as the closing position of current and non-current provisions and current liabilities (excluding 

current borrow ings and current obligations under finance leases). 

 

(4) Capital em ployed corresponds to segm ental assets m inus segm ental liabilities.  

 

(in € m illion)
Pow er 

Systems

Pow er 

Service
Transport

Corporate & 

other (1)
Elimination Total

Sales 4,777 3,116 5,124 828  (925) 12,920

Inter sector elim ination  (587)  (284)  (24)  (30) 925 - 

Total Sales 4,190 2,832 5,100 798 - 12,920

Income from operations  (107) 412 218  (52) - 471

Loss before interest and taxes  (331) 365 145  (230) -  (51)

Financial incom e (expenses)  (381)

Incom e tax  (163)

Share in net incom e of equity investm ents - 

N et loss from continuing operations  (595)

N et loss from discontinued operations  (32)

N ET LOSS  (627)

Segmental assets (2) 4,727 4,028 4,900 2,426 - 16,081

Deferred taxes (assets) 1,207

Prepaid pension and other em ployee benefit 

costs
374

Current financial assets 1,419

TOTAL ASSETS 19,081

Segmental liabilities (3) 5,166 2,153 3,968 1,545 - 12,832

Deferred taxes (liabilities) 59

Accrued pension and other em ployee benefit 

costs
824

Financial debt 3,767

Total equity 1,466

Bonds reim bursable w ith shares 133

TOTAL LIABILITIES 19,081

Capital employed (4)  (439) 1,875 932 881 - 3,249

Capital expenditure 88 24 85 58 - 255

Depreciation and amortisation in EBIT 135 69 172 76 - 452
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b) Geographical data 

 

Sales by country of destination and capital expenditure by country 

 

 

 

Year ended 31 M arch 2007

Capital Expenditure (*)

(in € m illion) Tangible Intangible (2)

Euro Zone (1) 4,676 97 99

Rest of Europe 2,246 76 28

North Am erica 2,442 38 1

South & Central Am erica 854 8 - 

Asia & Pacific 2,505 46 - 

M iddle East & Africa 1,485 2 - 

Total Group 14,208 267 128

Year ended 31 M arch 2006

Capital Expenditure

(in € m illion) Tangible Intangible (2)

Euro Zone (1) 4,221 65 58

Rest of Europe 2,080 37 34

North Am erica 2,172 22 - 

South & Central Am erica 891 6 - 

Asia & Pacific 2,747 66 3

M iddle East & Africa 1,302 3 - 

Total Group 13,413 199 95

Year ended 31 M arch 2005

Capital Expenditure

(in € m illion) Tangible Intangible (2)

Euro Zone (1) 4,559 83 34

Rest of Europe 2,227 49 50

North Am erica 1,945 14 - 

South & Central Am erica 534 3 - 

Asia & Pacific 2,465 19 - 

M iddle East & Africa 1,190 3 - 

Total Group 12,920 171 84

Sales by 

country of 

destination

(1) Euro zone includes Austria, Belgium , Finland, France, Germ any, Greece, Ireland, Italy, Luxem burg, the 

Netherlands, Slovenia, Spain and Portugal.

(2) Including developm ent costs.

Sales by 

country of 

destination

Sales by 

country of 

destination

(*) Excluding €115 m illion of capitalisation of developm ent costs (see Note 7), capital expenditure 

am ounts to €280 m illion
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N ote 7 – Research and development expenditure 

 

 

N ote 8 – Other income and other expenses 

(1) In the year ended 31 M arch 2007, capital losses m ainly originate from  the disposal of the Industrial Boilers business 

in Germ any and the Czech Republic as w ell as the disposal of UK train heavy renovation business located in G lasgow  

and London.  Capital losses also include costs incurred on past disposals and in particular fines im posed by the 

European Com m ission related to the T&D business (see Note 32 – claim s relating to disposals). 

 

In the year ended 31 M arch 2006, capital gains m ainly relate to the disposal of Transport activities in Australia and 

New  Zealand, the sale of the Pow er Conversion activities and the sale of the Industrial Boilers Business in  Australia.

Capital losses relate to the disposal of form er T&D Indian units and the Flow System s business.  They also include 

costs  incurred or accruals and claim  adjustm ents on past disposals. 

 

In the year ended 31 M arch 2005, capital gains include the gains on disposal of activities including the freight 

locom otive business in Spain. Losses on disposal include costs and provisions on guarantees, claim s and price 

adjustm ents on past disposals. 

 

(2) In the years ended 31 M arch 2007 and 31 M arch 2006, restructuring costs m ainly relate to plans im plem ented in 

Europe in the Transport Sector.  A €7 m illion asset w rite-off w as included for the year ended 31 M arch 2006 but 

none w as recorded for the year ended 31 M arch 2007. 

In the year ended 31 M arch 2005, the restructuring costs correspond to costs accrued for a net am ount of €335 

m illion relating to the dow nsizing of activities including closure of plants or activities and headcount reduction m ainly 

in the Pow er System s and Transport Sectors, and an asset w rite-off of €15 m illion. 

 

(3) Am ortisation of actuarial gains and losses and unrecognised prior service cost, plus curtailm ents and settlem ents - 

See Note 26. 

 

(in € million) 2007 2006 2005

Research and development expenditure  (456)  (364)  (405)

of w hich

- Capitalisation of developm ents costs (see Note 13 - b) 115 87 70

- Am ortisation of developm ent costs (See Note 13 - b)  (72)  (43)  (83)

- Am ortisation of acquired technology  (59)  (59)  (59)

Research and development expenditure before capitalisation and 

amortisation
 (440)  (349)  (333)

Year ended

31 M arch

(in € million) 2007 2006 2005

Capital gains on disposal of investm ents/activities (1) 11 221 59

Capital gains on disposal of intangible and tangible assets - 12 8

Other 7 - -

Other income 18 233 67

Capital losses on disposal of investm ents/activities (1)  (98)  (89)  (101)

Capital losses on disposal of intangible and tangible assets  (1) - -

Restructuring costs (2)  (68)  (80)  (350)

Pension and other em ployee benefit costs (3)  (72)  (61)  (47)

Other  (9)  (22)  (91)

Other expenses  (248)  (252)  (589)

Year ended

31 M arch
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N ote 9 – Financial income (expenses) 

 

(1) Of w hich interests related to obligations under finances leases of €9 m illion, €14 m illion and €13 m illion for the years 

ended 31 M arch 2007, 31 M arch 2006 and 31 M arch 2005, respectively.  

 

(2)  Other financial incom e (expenses) include fees and com m itm ent fees paid on guarantees, syndicated loans and other 

financing facilities of €11 m illion, €75 m illion and €105 m illion for the years ended 31 M arch 2007, 31 M arch 2006 

and 31 M arch 2005, respectively. 

 

 

N ote 10 – Taxation 

 

(a) Analysis by nature 

 

(b) Effective income tax rate 

 

The effective incom e tax rate can be analysed as follow s: 

 

The Group consolidates m ost of its country operations for tax purposes, in particular in France, the United Kingdom , the 

United States and Germ any. 

(in € million) 2007 2006 2005

Net interest expenses (1) (75) (122) (198)

Securitisation expenses - (7) (19)

Foreign currency gains (losses) (14) 30 (23)

Pension and other em ployee benefit costs 

(see Note 26)
(8) (15) (16)

O ther financial incom e (expenses) (2) (14) (108) (125)

Financial income (expenses) (111) (222) (381)

Year ended

31 M arch

(in € million) 2007 2006 2005

Current incom e tax charge (168) (155) (18)

Deferred incom e tax (charge) credit 23 30 (145)

Income tax charge (145) (125) (163)

Effective tax rate 24.8% 40.7% -

Year ended

31 M arch

Year ended

31 M arch

(in € million) 2007 % 2006 % 2005

Pre-tax income (loss) from continuing operations 616 505 (432)

Pre-tax loss from discontinued operations (32) (198) (32)

Statutory incom e tax rate of the parent com pany 34.43% 34.43% 34.93%

Expected tax (charge) credit (201) 34.4 (106) 34.4 162 

Im pact of :

- difference in rate of taxation 62 (10.6) 45 (14.6) 13

- reduced taxation of capital gain and disposal effects (50) 8.6 - - (23)

- non recognition of deferred tax assets and change in estim ate of 

tax assets and liabilities
111 (19.0) (18) 5.9 (228)

- tax rate change im pact on net deferred tax asset opening balance (6) 1.0 (14) 4.6 -

- other perm anent differences (61) 10.4 (32) 10.4 (87)

Income tax charge (145) (125) (163)

Effective tax rate 24.8% 24.8 40.7% 40.7 -



����� �  
�

� � Page 34 
  
  �

�

 

(c) Deferred taxation 

 

The deferred tax assets and liabilities can be broken dow n as follow s: 

 

 

The Group is satisfied as to the recoverability of deferred tax assets, net at 31 M arch 2007 of €1,233 m illion, on the basis 

of an extrapolation of the three-year business plan, approved by the Board of Directors, w hich show s a capacity to 

generate a sufficient level of taxable profits to recover its net tax loss carry forw ards and other net tim ing differences 

over a period of four to tw elve years, this reflecting the long-term  nature of the Group’s operations.  

 

The detail of bases of tax loss carry forw ards by m aturity is as follow s: 

 

The basis of tax loss carry forw ards after valuation allow ance am ounts to €2,062 m illion at 31 M arch 2007 (€1,720 

m illion at 31 M arch 2006); of this am ount €622 m illion (€783 m illion at 31 M arch 2006) expire w ithin 15 years and 

€1,440 m illion (€937 m illion at 31 M arch 2006) are not subject to expiry. 

 

The significant losses incurred betw een April 2002 and M arch 2005 have led to a detailed review  of the deferred tax 

assets by jurisdiction.  This review  took into account current and past perform ance, length of carry back, carry forw ards 

and expiry periods, existing contracts in the order book, budget and three-year plan.  This review  led to a valuation 

allow ance on deferred tax assets of €926 m illion at 31 M arch 2007 (€919 m illion at 31 M arch 2006 and €920 m illion at 

31 M arch 2005).  M ost of deferred tax assets currently subject to valuation allow ance rem ain available to be utilised in 

the future.  

( in € million )

At 

1 April

2005 (*)

At 

31 M arch

2006

Deferred 

income tax 

(charge) credit

Changes in 

scope of 

consolidation

Translation 

Adjustments 

and other 

changes

At 

31 M arch

2007

Differences betw een carrying am ount and tax basis of 

tangible assets
78 82 11 - - 93

Differences betw een carrying am ount and tax basis of 

intangible assets
343 314  (35) -  (7) 272

Profit sharing, annual leave, pension and other em ployee 

benefit costs accruals not yet deductible
109 102 3 -  (4) 101

Provisions and other expenses not yet deductible 537 616 85 - 3 704

Tax loss carry forw ards 1,504 1,475 105  (3)  (22) 1,555

O ther 121 207  (78) -  (9) 120

Total gross deferred tax assets 2,692 2,796 91  (3)  (39) 2,845

Unrecognised deferred tax assets  (920)  (919)  (32) - 25  (926)

N etting by tax grouping or by legal entity  (568)  (628)  (11) - -  (639)

Deferred tax assets 1,204 1,249 48  (3)  (14) 1,280

Gross deferred tax liabilities  (627)  (667)  (36) - 17  (686)

N etting by tax grouping or by legal entity 568 628 11 - - 639

Deferred tax liabilities  (59)  (39)  (25) - 17  (47)

N et deferred tax assets 1,145 1,210 23  (3) 3 1,233

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards (see Note 4 – b)

At 31 M arch

(in € million) 2007 2006 2005

Expiring w ithin 1 year 43 24 36

2 years 128 33 26

3 years 127 184 34

4 years 71 218 182

5 years and m ore 1,049 1,080 1,532

Not subject to expiry 3,139 2,730 2,679

Total 4,557 4,269 4,489
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N ote 11 – D iscontinued operations 

 

Operations of the M arine sector have been classified as discontinued operations in the years ended 31 M arch 2007 and 

31 M arch 2006 and retrospectively in the year ended 31 M arch 2005.  They are analysed as follow s: 

 

 

(1) Related incom e tax effects have not been presented as discontinued operations since com panies included in the 

form er M arine Sector are part of the French tax grouping. 

 

 

The consequences of the M arine Sector’s disposal w ere recorded at 31 M arch 2006.  The losses recorded over the fiscal 

year ending 31 M arch 2007 are related to the three LNG tankers, the contracts of w hich w ere not part of the sale to the 

buyer and w ere finalised over the period (see Note 30). 

 

 

The cash flow  statem ent of discontinued operations is detailed as follow s: 

 

 

For the year ended 31 M arch 2007, the €196 m illion net cash used in investing activities are the consequence of the 

disposal of M arine activities. 

 

Year ended

31 M arch

(in € million) 2007 2006 2005

Sales 417 439 607

Loss from operations  (38)  (15)  (104)

Other incom e (expenses) 6  (187) 89

Loss before interest and taxes  (32)  (202)  (15)

N et loss (1)  (32)  (198)  (32)

Year ended

31 M arch

(in € million) 2007 2006 2005

Net cash used in operating activities (90) (199) (204)

Net cash provided by (used in) investing activities (196) 84 (10)

Net cash provided by (used in) financing activities - (103) 13

Net effect of exchange rate variations - (2) 3

Other changes (2) 5 -

Decrease in cash and cash equivalents (288) (215) (198)

Transfer to continued operations (29) - -

N et cash (net debt) at the beginning of the period 317 532 730

N et cash (net debt) at the end of the period - 317 532
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N ote 12 – Earnings per share 

 

 

(a) From continuing and discontinued operations 

 

The calculation of the basic and diluted earnings per share attributable to Group shares is based on the follow ing data: 

 

Year ended

31 M arch

2007 2006 2005 (*)

Earnings (in € million)

Net profit (loss) - Group share 448 178  (628)

Financial interests related to bonds reim bursable w ith 

shares, net of tax
 (2) 1 -

Earnings used to calculate basic and diluted earnings per 

share
446 179  (628)

N umber of shares

Weighted average num ber of ordinary shares, including 

bonds reim bursable w ith shares to be converted, for the 

purposes of basic earnings per share

140,428,778 140,401,599 108,978,200

Effect of other dilutive potential ordinary shares:

   - Stock options (1) 2,664,400 1,434,534 -

   - Free shares (2) 600,000 225,000 -

Weighted average num ber of ordinary shares used to 

calculate diluted earnings per share
143,693,178 142,061,133 108,978,200

(2) Prorata tem poris as at 31 M arch 2006 (see Note 24 (f)).

(1) Stock options used to calculate the diluted earnings per share only relate to plans 7, 8 and 9 at 31 M arch 2007 (see Note 

24), the other plans being out of the m oney.

(*) Restated in accordance w ith IFRS, w ith the exception of IAS 32/39 and IFRS 5 applied from  1 April 2005 

(see Note 4-b)
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(b) From continuing operations 

 

 

(c) From discontinued operations 

 

Based on the loss from  discontinued operations of €32 m illion (€198 m illion and €32 m illion for the years ended 

31 M arch 2006 and 31 M arch 2005, respectively) and the denom inators detailed above, basic earnings per share for 

discontinued operations for the year ended 31 M arch 2007 is €(0.23) per share (€(1.41) and €(0.29) per share for the 

years ended 31 M arch 2006 and 31 M arch 2005, respectively) and diluted earnings per share for the discontinued 

operations is €(0.22) per share (€(1.39) and €(0.29) per share for the years ended 31 M arch 2006 and 31 M arch 2005 

respectively). 

 

Year ended

31 M arch

(in € million) 2007 2006 2005 (*)

Earnings used to calculate basic and diluted earnings per 

share
446 179  (628)

Less: loss for the period from  discontinued operations 32 198 32

Earnings used to calculate basic and diluted earnings per 

share from  continuing operations
478 377  (596)

The denom inators used are the sam e as those detailed above for both basic and diluted earnings per share.

(*) Restated in accordance w ith IFRS, w ith the exception of IAS 32/39 and IFRS 5 applied from  1 April 2005 

(see Note 4-b)



����� �  
�

� � Page 38 
  
  �

�

 

N ote 13 – Goodw ill and intangible assets 

 

 

(a) Goodw ill 

 

 

Increase of goodw ill show n as acquisition relates m ainly to the Pow er Service Sector acquisition of assets and liabilities 

of Pow er System s M anufacturing on 22 M arch 2007.  This goodw ill am ounts to € 153 m illion and is the result of the 

prelim inary allocation of the purchase price upon acquisition.  Valuation of identifiable assets acquired and liabilities 

assum ed w ill be taken into account during the allocation period (12 m onths from  the acquisition date). 

 

(in € million)

N et value at 

31 M arch 

2006

Acquisitions/ 

disposals
Impairment

Translation 

adjustments 

and other 

changes

Transfer to 

assets held 

for sale

N et value at 

31 M arch 

2007

Pow er System s 804  (1) -  -  -  803

Pow er Service 1,992 193 -   (1) -  2,184

Transport 527 -  -   (4) -  523

Goodw ill 3,323 192 -   (5) -  3,510

of w hich 

   Gross value 3,323 192 -   (5) -  3,510

   Im pairm ent - -  -  -  -  -  

(in € million)

N et value at 

31 M arch 

2005

Acquisitions/ 

disposals
Impairment

Translation 

adjustments 

and other 

changes

Transfer to 

assets held 

for sale

N et value at 

31 M arch 

2006

Pow er System s 818  (14) -  -  -  804

Pow er Service 1,991 1 -  -  -  1,992

Transport 526  (3) -  4 -  527

M arine 2 -   (2) -  -  -  

Pow er Conversion 80  (80) -  -  -  -  

Goodw ill 3,417  (96)  (2) 4 -  3,323

of w hich 

   Gross value 3,417  (96) -  4  (2) 3,323

   Im pairm ent - -   (2) -  2 -  
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At 31 M arch 2007, the Group requested a third party expert to provide an independent report as part of its annual 

im pairm ent test for goodw ill. This test com pares the fair value of each sector to its carrying am ount. 

 

 

The m ain assum ptions used to assess the recoverable am ounts of goodw ill are as follow s: 

 

 

The valuation supports the Group’s opinion that goodw ill is not im paired.  H ad the assessm ent of the fair value been 

m ade w ith the sam e grow th rates and discount rates as at 31 M arch 2006 and 31 M arch 2005, no im pairm ent loss 

w ould have had to be recognised. 

 

At 31 M arch 2006, goodw ill of the M arine sector had been classified as assets held for sale (see Note 30). 

 

Pow er Systems Pow er Service Transport

Net carrying am ount of goodw ill at 31 M arch 2007 (in € m illion) 803 2 184 523

Value elected as representative of the recoverable value of the CGU (1) fair value fair value fair value

Num ber of years over w hich cash flow  estim ates are used 3 years 3 years 3 years

Extrapolation period of cash flow  estim ates 7 years 7 years 7 years

Long term  grow th rate at 31 M arch 2007 2.00% 2.00% 2.00%

Long term  grow th rate at 31 M arch 2006 2.00% 2.00% 2.00%

Long term  grow th rate at 31 M arch 2005 1.50% 1.50% 1.50%

After tax discount rate at 31 M arch 2007 (2) 9.00% 9.00% 8.50%

After tax discount rate at 31 M arch 2006 (2) 8.50% 8.50% 8.50%

After tax discount rate at 31 M arch 2005 (2) 9.50% 9.50% 9.50%

 ( 1) Cash generating units

 ( 2) The application of pre-tax discount rates to pre-tax cash flow s leads to the sam e valuation of cash generating units.
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(b) Intangible assets 

 

 

Acquired intangible assets m ainly result from  the allocation of the cost of the acquisition of ABB ALSTOM  Pow er in 1999 

and 2000. They are representative of technology and licensing agreem ents. 

 

The Group’s opinion is that intangible assets are not im paired. 

(in € m illion)

At 

31 M arch

2006

Acquisitions / 

disposals / 

amortisation

Translation 

adjustments 

and other 

changes

Transfer from 

assets held for 

sale

At 

31 M arch

2007

Developm ent costs 510 115  (4) - 621

Acquired technology 1,157 -  (3) - 1,154

Other intangible assets 64 7 24 6 101

Gross value 1,731 122 17 6 1,876

Developm ent costs  (175)  (72) - -  (247)

Acquired technology  (326)  (59) 2 -  (383)

Other intangible assets  (33)  (1)  (16)  (5)  (55)

Accumulated amortisation and 

impairment
 (534)  (132)  (14)  (5)  (685)

Developm ent costs 335 43  (4) - 374

Acquired technology 831  (59)  (1) - 771

Other intangible assets 31 6 8 1 46

N et value 1,197  (10) 3 1 1,191

(in € m illion)

At 

31 M arch

2005

Acquisitions / 

disposals / 

amortisation

Translation 

adjustments 

and other 

changes

Transfer to 

assets held for 

sale

At 

31 M arch

2006

Developm ent costs 436 87  (13) - 510

Acquired technology 1,160 -  (3) - 1,157

Other intangible assets 59 6 5  (6) 64

Gross value 1,655 93  (11)  (6) 1,731

Developm ent costs  (135)  (43) 3 -  (175)

Acquired technology  (269)  (59) 2 -  (326)

Other intangible assets  (29)  (7)  (2) 5  (33)

Accumulated amortisation and 

impairment
 (433)  (109) 3 5  (534)

Developm ent costs 301 44  (10) - 335

Acquired technology 891  (59)  (1) - 831

Other intangible assets 30  (1) 3  (1) 31

N et value 1,222  (16)  (8)  (1) 1,197
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N ote 14 – Property, plant and equipment 

 

(in € m illion)

At 

31 M arch

2006

Acquisitions/ 

depreciation/ 

impairments

D isposals

Changes in 

scope of 

consolidation

Translation 

adjustments 

and other 

changes

Transfer from 

assets held for 

sale

At 

31 M arch

2007

Land 113 1  (12) 2 15 - 119

Buildings 1,173 27  (115) 3  (27) - 1,061

M achinery and equipm ent 1,898 111  (54)  (15)  (37) - 1,903

Tools, furniture, fixtures and other 551 128  (35) 6  (44) - 606

Gross value 3,735 267  (216)  (4)  (93) - 3,689

Land  (5)  (1) 3 -  (1) -  (4)

Buildings  (527)  (55) 85 1 6 -  (490)

M achinery and equipm ent (1,460)  (113) 78 11 42 - (1,442)

Tools, furniture, fixtures and other  (382)  (42) 29 3 8 -  (384)

Accumulated depreciation and 

impairment
(2,374)  (211) 195 15 55 - (2,320)

Land 108 -  (9) 2 14 - 115

Buildings 646  (28)  (30) 4  (21) - 571

M achinery and equipm ent 438  (2) 24  (4) 5 - 461

Tools, furniture, fixtures and other 169 86  (6) 9  (35) - 223

N et value 1,361 56  (21) 11  (37) - 1,370

(in € m illion)

At 

31 M arch

2005

Acquisitions/ 

depreciation/ 

impairments

D isposals

Changes in 

scope of 

consolidation

Translation 

adjustments 

and other 

changes

Transfer to 

assets held for 

sale

At 

31 M arch

2006

Land 146 -  (20)  (7) -  (6) 113

Buildings 1,390 23  (53)  (47) 8  (148) 1,173

M achinery and equipm ent 2,248 99  (237)  (89)  (22)  (101) 1,898

Tools, furniture, fixtures and other 695 90  (177)  (47) 13  (23) 551

Gross value 4,479 212  (487)  (190)  (1)  (278) 3,735

Land  (9)  (10) 1 - 7 6  (5)

Buildings  (599)  (119) 37 18  (7) 143  (527)

M achinery and equipm ent (1,718)  (170) 228 72 31 97 (1,460)

Tools, furniture, fixtures and other  (446)  (58) 82 36  (17) 21  (382)

Accumulated depreciation and 

impairment
(2,772)  (357) 348 126 14 267 (2,374)

Land 137  (10)  (19)  (7) 7 - 108

Buildings 791  (96)  (16)  (29) 1  (5) 646

M achinery and equipm ent 530  (71)  (9)  (17) 9  (4) 438

Tools, furniture, fixtures and other 249 32  (95)  (11)  (4)  (2) 169

N et value 1,707  (145)  (139)  (64) 13  (11) 1,361
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The am ounts of tangible assets held under finance leases and included in the above data are as follow s:  

 

 

 

N ote 15 – Associates and other investments 

 

 
(a) Associates 

 

 

In February 2007, the Group sold its 49.5% interest in Term oeléctrica del Golfo and Term oélectrica Penoles for a cash 

consideration of €72 m illion.  

 

 

(b) Other investments 

 

 

(1) The rem aining 74.65% of interest in these tw o com panies are held by a pool of construction com panies having direct control over 

the com panies. 

(2) During the fiscal year ended 31 M arch 2006, the Group disposed of its 1.8% shareholding in Ballard.  At 31 M arch 2005, the 

interests in Ballard Pow er System s Inc w ere depreciated to align w ith the stock price on the Toronto Stock Exchange. 

(3)  During the fiscal year ended 31 M arch 2005, the Group signed a sale agreem ent for its 13.6% shareholding in Birecik Baraj ve 

H idroelektrik Santrali Tesis ve Isletm e AS for a consideration close to the net book value but subject to the obtaining of approvals 

from  external parties. These approvals w ere obtained subsequent to 31 M arch 2005. 

 (4) No other investm ents’ net value exceeds €5 m illion. 

 

 

At 31 M arch

(in € million) 2007 2006 2005

Land 13 - 2

Buildings 123 169 199

M achinery and equipm ent 17 22 36

Tools, furniture, fixtures and other 15 18 24

N et value of tangible assets held under finance leases 168 209 261

At 31 M arch

(in € million) 2007 2006 2005

Term oeléctrica del G olfo and Term oeléctrica Peñoles - 66 66

O ther 4 4 4

Total 4 70 70

At 31 M arch

(in € million) 2007 2006 2005
2007

% interest

G ross Impairment N et N et N et

Tram via M etropolita SA (1) 8 - 8 8 8 25.35%

Tram via M etropolita del Besos (1) 8 - 8 8 8 25.35%

Ballard Pow er System s Inc (2) - - - - 7 -

Birecik Baraj ve H idroelektrik Santrali 

Tesis ve Isletm e AS (3)

- - - - 15 -

O ther (4) 42 (28) 14 13 10 -

Total 58 (28) 30 29 48
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Inform ation on the m ain other investm ents at 31 M arch 2007 is based on the m ost recent financial statem ents available 

and is the follow ing: 

 

 

 

N ote 16 – Other non-current assets 

 

 

(1) It corresponds to a cash deposit m ade by the Group w ith a third party Trustee to secure a Bonding Guarantee Facility Program m e 

in the form  of rem unerated collateral of up to €8 billion put in place during the year ended 31 M arch 2005.   

All instrum ents issued under that program m e used to be covered by a 25% security package consisting of:  

- a €700 m illion first loss cash collateral, 

- a second loss guarantee com posed of both the French State guarantee (through the CFDI – Caisse Française de 

Développem ent Industriel) and ALSTOM ’s m ain banks guarantee.  

Follow ing the releases of the underlying instrum ents, the second loss guarantees have been fully am ortized on February 2007 

triggering the release of the €700 m illion cash collateral.  

 

(2) Including earn-out accounted for €60 m illion related to the sale of M arine Sector to Aker Yards at 31 M arch 2007 (see Note 5). 

 

(3) At 31 M arch 2007, these non-current assets relate to receivables (€628 m illion) and deposits (€26 m illion) of long-term  rental 

trains and associated equipm ent to a London m etro operator.  At 31 M arch 2006 and 1 April 2005, these non-current assets 

w ere considered as a group of assets held for sale (see Notes 30). 

 

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Deposits securing the Bonding G uarantee Facility (1) - 700 700 

O ther long-term  loans and deposits (2) 132 91 129 

Prepaid pension and other em ployee benefit costs (see Note 26) 422 387 374 

Financial non-current assets associated to financial debt (3) 654 - -

O ther 37 72 87 

O ther non-current assets 1,245 1,250 1,290

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards 

(see Note 4 – b)

(in € million) N et income
Share in N et 

Equity

Tram via M etropolita SA 4 8

Tram via M etropolita del Besos 2 9
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N ote 17 – Inventories 

 

 

 

N ote 18 – Construction contracts in progress 

 

 

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Construction contracts in progress, assets 2,858 2,229 2,601

Construction contracts in progress, liabilities (7,239) (5,401) (5,520)

Construction contracts in progress (4,381) (3,172) (2,919)

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Contract costs incurred plus  recognised profits less  recognised 

losses to date
35,197 32,593 33,968

Less  progress billings (37,084) (33,640) (34,994)

Construction contracts in progress before dow n payments 

received from customers
(1,887) (1,047) (1,026)

Dow n paym ents received from  custom ers (2,494) (2,125) (1,893)

Construction contracts in progress (4,381) (3,172) (2,919)

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards 

(see Note 4 – b)

At 31 M arch

(in € million) 2007 2006 2005

Raw  m aterials and supplies 663 582 629

Work in progress 1,291 1,134 1,154

Finished products 116 47 69

Inventories, gross 2,070 1,763 1,852

Valuation allow ance (300) (275) (198)

Inventories 1,770 1,488 1,654
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N ote 19 – Trade receivables 

 

 

Trade receivables include retentions for an am ount of €217 m illion at 31 M arch 2007 (€163 m illion at 31 M arch 2006). 

 

 

N ote 20 – Other current assets related to operating activities  

 

 

 

N ote 21 – M arketable securities and other current financial assets 

 

 

 

M arketable securities of €175 m illion have a daily liquidity.  They correspond to the €175 m illion increase in m arketable 

securities and other current financial assets in the consolidated statem ent of cash flow s for the period ended 

31 M arch 2007. 

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Trade receivables, gross 2,965 2,369 2,463

Valuation allow ance (79) (78) (140)

Trade receivables 2,886 2,291 2,323

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and 

IFRS 5 standards (see Note 4 – b)

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Dow n paym ents m ade to suppliers 385 360 339 

Corporate incom e tax 57 122 108 

O ther tax 409 335 298 

Prepaid expenses 85 127 171 

O ther receivables 308 312 399 

Derivatives relating to operating activities 157 135 264 

Rem easurem ent of off balance sheet com m itm ents 93 63 40 

O ther current assets related to operating activities 1,494 1,454 1,619

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards

 (see Note 4 – b)

At 31 M arch At 1  April

(in € m illion) 2007 2006 2005 (*)

Derivatives related to financing activities 4 - -

M arketable securities 175 - -

Ava ilable-for-sale investm ents - 16 13 

H eld-to-m aturity securities 18 6 13 

M arketable securities and other current financial 

assets
197 22 26 
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N ote 22 – W orking capital  

 

 

At 1 April

(in € million) 2007 2006 Variation 2005 (*)

Inventories 1,770 1,488 282 1,654

Construction contracts in progress, assets 2,858 2,229 629 2,601

Trade receivables 2,886 2,291 595 2,323

Other current assets related to operating activities 1,494 1,454 40 1,619

Assets 9,008 7,462 1,546 8,197

Non-current provisions 549 581 (32) 680 

Current provisions 1,512 1,539 (27) 1,642

Contruction contracts in progress, liabilities 7,239 5,401 1,838 5,520

Trade payables 2,976 2,872 104 3,316

Other current liabilities 1,814 1,630 184 1,880

Liabilities 14,090 12,023 2,067 13,038

N et w orking capital (5,082) (4,561)  (521) (4,841)

N et w orking capital at 31 M arch 2006 (4,561)

Changes in net w orking capital resulting from  operating 

activities (**)  (524)

Changes in net w orking capital resulting from  disposals of 

activities (***)  (44)

Translation adjustm ents and other changes 47

Total changes in net w orking capital  (521)

N et w orking capital at 31 M arch 2007 (5,082)

(**) See changes in net w orking capital in the consolidated statem ent of cash flow s

(***) Item s of w orking capital included in cash proceeds from  sale of investm ents in the consolidated statem ent of cash flow s

At 31 M arch

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards (see Note 4 – b)
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N ote 23 – Equity 

 

 

At 31 M arch 2007 

 

At 31 M arch 2007, the share capital of ALSTOM  am ounted to €1,940,640,814, consisting of 138,617,201 ordinary 

shares w ith a par value of €14 each. For the year ended 31 M arch 2007, the w eighted average num ber of ordinary 

shares outstanding am ounted to 140,428,778 and the w eighted average num ber of ordinary and dilutive shares stood at 

143,693,178. 

During the year ended 31 M arch 2007, 14,168,947 bonds reim bursable in shares “Obligation Rem boursables en Actions” 

w ere converted into 444,925 shares at a par value of €14.  The 56,876,387 bonds reim bursable w ith shares outstanding 

at 31 M arch 2007 represents 1,785,919 shares to be issued. 

 

 

At 31 M arch 2006 

 

 

On 3 August 2005, ALSTOM  consolidation of shares w as com pleted through the exchange of 40 existing shares w ith a 

nom inal value of €0.35 for one new  share w ith a nom inal value of €14. The num ber of ALSTOM  shares has consequently 

been reduced from  5,497,601,720 shares to 137,440,043 shares. 

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards (see Note 4-b)

Additional

Equity 

attributable to 

the equity 

(in € m illion, paid-in Retained Translation holders of the M inority Total

except for num ber of shares) Capital capital earnings adjustments parent interests equity

At 1 April 2005 (*) 5,497,211,409 1,924 378 (767) (20) 1,515 68 1,583

Total incom e and expense 

recognised in equity
- - - - 49 49 3 52 

Net incom e (loss) for the period - - - 178 - 178 3 181 

Total recognised incom e and 

expense 
- - - 178 49 227 6 233 

Conversion of ORA 1,121,044 10 (10) - - - - -

Consolidation of shares (5,360,161,677) - - - - - - -

Change in scope - - - - - - (16) (16)

Share-based paym ents - - - 40 - 40 - 40 

At 31 M arch 2006 138,170,776 1,934 368 (549) 29 1,782 58 1,840

N umber of 

outstanding shares

Additional

Equity 

attributable to 

the equity 

(in € m illion, paid-in Retained Translation holders of the M inority Total

except for num ber of shares) Capital capital earnings adjustments parent interests equity

At 31 M arch 2006 138,170,776 1,934 368 (549) 29 1,782 58 1,840

Total incom e and expense 

recognised in equity
- - - - (12) (12) (2) (14)

Net incom e (loss) for the period - - - 448 - 448 (9) 439 

Total recognised incom e and 

expense
- - - 448 (12) 436 (11) 425 

Conversion of ORA 444,925 6 (2) (8) - (4) - (4)

Change in scope and other - - - - - - 1 1 

Dividend paid to m inority 

interests
- - - - - - (6) (6)

Share-based paym ents 1,500 - - 15 - 15 - 15 

At 31 M arch 2007 138,617,201 1,940 366 (94) 17 2,229 42 2,271

N umber of 

outstanding shares
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During the year ended 31 M arch 2006, 23,573,581 bonds reim bursable in shares “Obligation Rem boursables en Actions” 

w ere converted into  390,311 shares at a par value of €0.35 before the consolidation of shares and 730,733 shares at a 

par value of €14 after the consolidation of shares.  The 71,045,334 bonds reim bursable in shares outstanding at 

31 M arch 2006 represented 2,230,823 shares to be issued. 

 

 

At 31 M arch 2005 

 

 

On 7 July 2004, follow ing the European Com m ission’s approval, the subordinated bonds reim bursable in shares “Titres 

Subordonnés à Durée Déterm inée Rem boursables en Actions” held by the French Republic w ere repaid into 240,000,000 

new  shares at a par value of  €1.25. 

 

The ALSTOM  shareholders’ equity at 31 M arch 2004 constituted less than 50% of its share capital. Therefore, in 

accordance w ith article L. 225-248 of the French Code de com m erce, the shareholders w ere requested and agreed, at 

the Extraordinary General Shareholders’ M eeting held on 9 July 2004 not to liquidate the com pany by anticipation. 

Further, it w as decided to reduce ALSTOM ’s share capital, from  €1,631,815,076.25 to €456,908,221.35. This reduction 

in the share capital w as im plem ented through the reduction in the nom inal value of one ALSTOM  ordinary share from  

€1.25 per share to €0.35 per share 

 

On 12 and 13 August 2004, tw o sim ultaneous capital increases w ere com pleted : 

- A capital increase w ith preferential subscription rights to be subscribed either in cash or by set-off against certain 

of the Group outstanding debt w as subscribed for a total am ount of €1,508 m illion as follow s: 

• €1,277 m illion am ount consisting of 3,192,826,907 new  shares issued at €0.40 having a par value of €0.35 

subscribed in cash. 

• €231 m illion am ount consisting of 462,438,861 new  shares issued at €0.50 having a par value of €0.35, 

subscribed by set-off against debt. 

- A second capital increase w hich w as reserved for certain Group’s creditors to be subscribed by set off against 

certain of our outstanding debts w as subscribed for a total am ount of €240 m illion consisting of 480,000,000 new  

shares issued at €0.50 having a par value of €0.35. 

 

On 6 Decem ber 2004, a share capital increase reserved for  the em ployees of the Group and consisting of 49,814,644 

new  shares issued at a par value of €0.35 w as com pleted 

During the year ended 31 M arch 2005, 14,112,541 bonds reim bursable in shares “Obligation Rem boursables en Actions” 

w ere converted into shares initially on the basis of one share for one bond and, as from  16 August 2004, on the basis of 

the adjusted ratio of 1.2559 share for one bond, resulting in the issue of 15,473,425 new  shares. The 94,618,915 bonds 

reim bursable in shares outstanding at 31 M arch 2005 represented  118 831 895 shares to be issued. 

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards (see Note 4-b)

Additional

Equity 

attributable to 

the equity 

(in € m illion, paid-in Retained Translation holders of the M inority Total

except for num ber of shares) Capital capital earnings adjustments parent interests equity

At 1 April 2004 1,056,657,572 1,321 64 (1,383) - 2 66 68 

Total incom e and expense 

recognised in equity
- - - - (20) (20) 1 (19)

Net incom e (loss) for the period - - - (628) - (628) 1 (627)

Total recognised incom e and 

expense
- - - (628) (20) (648) 2 (646)

Conversion of ORA 15,473,425 14 5 - - 19 - 19 

Conversion of TSDDRA 240,000,000 300 - - - 300 - 300 

Capital decrease - (1,175) (64) 1,239 - - - -

Capital increase 4,185,080,412 1,464 261 - - 1,725 - 1,725

Im pact first application 

IAS 32/39

0 - 112 5 - 117 - 117 

At 1 April 2005 (*) 5,497,211,409 1,924 378 (767) (20) 1,515 68 1,583

N umber of 

outstanding shares
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N ote 24 – Share-based payments 

 

(a) Detail of stock option plans 

 

(1) The exercise price, restated follow ing the consolidation of shares, corresponds to the average opening price of the shares during 

the tw enty trading days preceding the day on w hich the options w ere granted by the Board (no discount or surcharge) or the nom inal 

value of the share w hen the average share price is low er.  

(2) Plans n°3, 5 and 6 have been adjusted in com pliance w ith French law  as a result of the com pletion of the operations that im pacted 

the share capital in 2002, 2003 and August 2004. 

 

 

Stock option plans 3 to 6, granted betw een 2001 and 2003, gradually vested by one third a year during the first three 

years follow ing the grant.  

Stock option plans 7, 8 and 9, granted betw een 2004 and 2006, becom e vested after a period of three years. The 

exercise period then covers seven years for each plan. 

 

In plan 9, the total num ber of options effectively exercisable w ill depend on the level of the Group’s operating m argin for 

the financial year 2007/08.   

- if the 2007/08 Group’s operating m argin is above 7.5%, 1,683,750 options w ill be exercisable; 

- if the 2007/08 Group’s operating m argin is betw een 7% and 7.5%, 1,347,000 options w ill be exercisable; 

- if the 2007/08 Group’s operating m argin is below  7%, 673,500 options w ill be exercisable. 

 

Plan 7 w as also subject to the follow ing granting conditions: 50% of options granted to each beneficiary w ere subject to 

exercise conditions relating to the Group’s free cash flow  and operating m argin for fiscal year 2006. Those conditional 

options m ay be exercised only if, at the closing of fiscal year ended 31 M arch 2006, the Group’s free cash flow  is positive 

and the Group’s operating m argin is superior or equal to 5% (percentage applicable to free cash flow  and operating 

m argin under IFRS standards).  At 31 M arch 2006, these conditions w ere fulfilled.  Below  these thresholds, the 

conditional options w ould have been partially exercisable. They w ould have been forfeited if the free cash flow  had been 

negative at m ore than € 500 m illion or if the operating m argin had been below  5%.   

 

Plan # 3 Plan # 5 Plan # 6 Plan # 7 Plan # 8 Plan # 9

Date of shareholders m eeting 24 July 2001 24 July 2001 24 July 2001 9 July 2004 9 July 2004 9 July 2004

Grant date 24 July 2001 8 Jan. 2002 7 Jan. 2003 17 Sept. 2004 27 Sept. 2005 28 Sept. 2006

Exercise price (1) € 1,320.00 € 523.60 € 240.00 € 17.20 € 35.75 € 74.66

Adjusted exercice price (2) € 819.20 € 325.20 € 154.40 - - -

Beginning of exercise period 24 July 2002 8 Jan. 2003 7 Jan. 2004 17 Sept. 2007 27 Sept. 2008 28 Sept. 2009

Expiry date 23 July 2009 7 Jan. 2010 6 Jan. 2011 16 Sept. 2014 26 Sept. 2015 26 Sept. 2016

Num ber of beneficiaries 1,703 1,653 5 1,007 1,030 1,053

Num ber of options initially granted 105,000 105,000 30,500 2,783,000 1,401,500 1,683,750

Num ber of options exercised since 

the origin
- - - (1,000)  (500) -

Num ber of options cancelled (50,238) (47,504) - (124,000) (43,000) (7,500)

Num ber of options forfeited - - - - - -

Adjusted num ber of rem aining 

options at 31 M arch 2007 (2)
114,293 119,803 47,489 2,658,000 1,358,000 1,676,250

Num ber of shares that m ay be 

subscribed by the present m em bers 

of the executive com m ittee

3,105 4,229 46,709 517,500 265,000 320,000
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(b) Detail of stock appreciation rights (“SARs”) plans 

 

 

 

(1) The exercise price, restated follow ing the consolidation of shares, corresponds to the average opening price of the shares during 

the tw enty trading days preceding the day on w hich the options w ere granted by the board (no discount or surcharge) or the nom inal 

value of the share w hen the average share price is low er.  

 

In the SARs plan 9, the num ber of SARs effectively settled w ill depend on the level of the Group’s operating m argin for 

the financial year 2007/08: 

- if the 2007/08 Group’s operating m argin is above 7.5%, 170,625 SARs w ill be exercisable; 

- if the 2007/08 Group’s operating m argin is betw een 7% and 7.5%, 136,500 SARs w ill be exercisable; 

- if the 2007/08 Group’s operating m argin is below  7%, 68,250 SARs w ill be exercisable. 

 

Plan 7 SARs w as subject to the sam e granting conditions as stock option plan 7. 

When vested, plan 7 SARs w ill be partially or fully settled based on the beneficiary’s choice on any of the follow ing 

exercise dates: 1 April 2008, 1 April 2009 and 1 April 2010. In the absence of an effective election, on each of the 

exercise date, one third, one half and all of the outstanding beneficiary’s vested SARs w ill be settled on each date 

respectively. 

 

 

SARs # 7 SARs # 8 Notional SARs SARs # 9

Grant date 1 Dec. 2004 18 Nov. 2005 16 Dec. 2005 28 Sept. 2006

Exercise price (1) € 17.20 € 44.90 € 35.75 € 74.66

Vesting date 17 Sept. 2007 27 Sept. 2008 27 sept. 2008 28 Sept. 2009

Expiry date 1 April 2010 18 Nov. 2015 1 April 2011 28 Sept. 2016

Num ber of beneficiaries 114 120 120 134

Num ber of SARs initially granted 233,000 116,000 116,000 170,625

Additional grants 6,000 1,000 - -

Num ber of SARs exercised since the origin (5,000) - - -

Num ber of SARs cancelled (39,000) (10,500) (9,500) (8,750)

Num ber of SARs forfeited - - - -

Num ber of rem aining SARs at 31 M arch 2007 195,000 106,500 106,500 161,875

Term s and conditions of exercise Exercise period:

- 1 April 2008

- 1 April 2009

- 1 April 2010 

SARs exercisable 

as from  27 Sept. 

2008

- 1/3 of SARs 

settled on 

1 April 2009

- 1/3 of SARs 

settled on

1 April 2010

- 1/3 of SARs 

settled on

 1 April 2011

60% of the options 

granted depending  

on perform ance 

conditions based on 

the Group operating 

m argin at 31 M arch 

2008
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(c) M ovements in stock option plans and stock appreciation rights plans 

 

• Stock option plans: 

 

As at 31 M arch 2007, 5,973,835 stock options are outstanding, of w hich 281,585 are exercisable (291,443 as at 

31 M arch 2006). 

 

• SARs plans: 

 

 

As at 31 M arch 2007, 569,875 SARs are outstanding, none of them  yet exercisable. 

 

N umber of options

W eighted average 

exercise price per 

share in €

Outstanding at 1 April 2004 321,389 506.00

Granted 2,783,000 17.20

Exercised - -

Cancelled (59,040) 286.80

Outstanding at 31 M arch 2005 3,045,349 63.60

Granted 1,401,500 35.75

Exercised - -

Cancelled (76,906) 32.78

Outstanding at 31 M arch 2006 4,369,943 55.17

Granted 1,683,750 74.66

Exercised (1,500) 23.38

Cancelled (78,358) 94.83

Outstanding at 31 M arch 2007 5,973,835 60.15

N umber of SARs

W eighted average 

exercise price per 

share in €

Outstanding at 1 April 2004 - -

Granted 239,000 17.20

Exercised - -

Cancelled (5,000) 17.20

Outstanding at 31 M arch 2005 234,000 17.20

Granted 232,000 35.75

Exercised (2,000) 17.20

Cancelled (28,000) 21.15

Outstanding at 31 M arch 2006 436,000 29.24

Granted 171,625 74.66

Exercised (3,000) 17.20

Cancelled (34,750) 41.78

Outstanding at 31 M arch 2007 569,875 42.17
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(d) Valuation of stock option plans  

 

In com pliance w ith the transitional m easures of IFRS 2 standard, only stock option plans granted after 7 Novem ber 

2002 and not fully vested at 1 January 2005 are subject to a valuation, ie plans 6, 7, 8 and 9 only. 

 

Share-based paym ent expense recorded in that respect am ounts to €15 m illion for the year ended 31 M arch 2007 

(€10 m illion for the year ended 31 M arch 2006 and €3 m illion for the year ended 31 M arch 2005). 

 

The option valuation m ethod follow s a binom ial m athem atical m odel, w ith exercise of the options anticipated and spread 

over the exercise period on a straight-line basis. The volatility factor applied is an average of CAC 40 com parable 

com panies’ volatility at the grant date, w hich represents a value consistent w ith m arket practices and is considered m ore 

relevant given the significant volatility of the Group’s share price over the last few  years.  

 

(e) Valuation of stock appreciation rights (SARs) plans  
 

The value of SARs plans is m easured at the grant date using a binom ial m odel taking into account the term s and 

conditions upon w hich the instrum ents w ere granted. The liability is accrued over the expected vesting period. Until the 

liability is settled, it is m easured at each reporting date w ith changes in fair value recognised in profit and loss. 

 

Share-based paym ent expense recorded in that respect am ounts to €11 m illion for the year ended 31 M arch 2007 (€5 

m illion for the year ended 31 M arch 2006 and €0.3 m illion for the year ended 31 M arch 2005).  At 31 M arch 2007, 

liabilities related to these four SARs plans are recorded in the balance sheet for an am ount of €17 m illion. 

 

(*) SARs of the Notional plan have been granted at an exercise price of €35.75 and are capped to €44.90.  

 

Plan # 6 Plan # 7 Plan # 8 Plan # 9

7 Jan. 2003 17 Sept. 2004 27 Sept. 2005 28 Sept. 2006

7 Jan. 2006 17 Sept. 2007 27 Sept. 2008 28 Sept. 2009

4 years 4 years 4 years 4 years

154.40 17.20 35.75 74.66

150.97 17.60 36.80 72.10

51% 51% 34% 22%

3.2% 3.0% 2.5% 3.5%

0% 0.67% 1.33% 1.0%

63.76 7.32 10.33 12.9

- 7 5 3

1 7 2 -

Grant date

End of vesting period

Expected life of options

Exercise price (€)

Share price at grant date (€)

Volatility

Risk free interest rate

Average dividend yield (%)

Weighted average fair value (€)

Expense for the year ended 

31 M arch 2006 (in € m illion)

Expense for the year ended 

31 M arch 2007 (in € m illion)

SARs # 7 SARs # 8 N otional SARs (*) SARs # 9

1 Dec. 2004 18 Nov. 2005 27 Sept. 2005 28 Sept. 2006

17 Sept. 2007 27 Sept. 2008 27 Sept. 2008 28 Sept. 2009

4 years 4 years 4 years 4 years

17.20 44.90 35.75 74.66

97.15 97.15 (*) 97.15

69.20 69.20 (*) -

22% 22% 22% 22%

4.1% 4.1% 4.1% 4.0%

1.0% 1.0% 1.0% 1.0%

79.4 54.4 8.0 32.5

8 2 - 1

5 - - -
Expense for the year ended 31 M arch 

2006 (in € m illion)

Average dividend yield (%)

Weighted average fair value (€)

Expense for the year ended 31 M arch 

2007 (in € m illion)

Exercise price (€)

Share price at 31 M arch 2006 (€)

Volatility

Risk free interest rate

Share price at 31 M arch 2007 (€)

Expected life of SARs

Grant date

End of vesting period
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(f) Free shares 

 

On 17 Novem ber 2005, the Group announced the attribution of tw elve free shares to all em ployees, or the equivalent in 

cash (SARs) depending on the conditions in each country. This attribution w as subject to tw o conditions: a Group’s 

operating m argin of at least 5% and a positive free cash flow . These conditions have been fulfilled at 31 M arch 2006 and 

this attribution confirm ed by the Board of Directors.  

 

For the year ended 31 M arch 2006, an expense of €40 m illion has therefore been recorded on the follow ing basis: 

 

 

At 31 M arch 2006, the portion to be settled in shares of €27 m illion has been recorded through equity. The rem aining 

portion to be settled in cash and the social charges for the w hole attribution of €13 m illion have been recorded in 

liabilities in the balance sheet.  

At 31 M arch 2007, the free SARs have been revalued and cum ulated liabilities recorded in the balance sheet am ount to 

€17 m illion. 

 

 

N ote 25 - Provisions  

 

 

(1) Current provisions relate to w arranties, litigations and claim s on com pleted contracts. 

 

(2) Relates to im plem entation of restructuring plans launched during previous fiscal years in order to im prove 

operational perform ance and optim ization of cost base.  These plans are m ainly located in Europe.  

 

(in € m illion)

At 31 M arch 

2005

At 31 M arch 

2006 Addition Releases Applied

Translation 

adjustments 

and other

At 31 M arch 

2007

Warranties 602 538 209 (107) (96) (75) 469 

Litigation and claim s 1,040 1,001 607 (398) (253) 86 1,043

Current provisions (1) 1,642 1,539 816 (505) (349) 11 1,512

Tax risks and litigation 28 41 10 (5) (2) 3 47 

Restructuring (2) 440 262 76 (26) (84) (9) 219 

O ther non-current provisions 212 278 102 (59) (41) 3 283 

N on-current provisions 680 581 188 (90) (127) (3) 549 

Total provisions 2,322 2,120 1 004 (595) (476) 8 2,061

17 Novem ber 2005

44.92

69.20

600,000

120,000

4

of w hich Free SARs 4

40

of w hich Free shares 27

Free SARs 8

4

1

Social charges on free shares

Social charges on free SARs

Grant date

Share price at grant date (€) 

Share price at 31 M arch 2006 (€) 

Expense for the year ended 31 M arch 2007 (in €m illion):

Expense for the year ended 31 M arch 2006 (in €m illion):

Num ber of free shares to be granted

Num ber of free SARs to be granted 
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N ote 26 – Pension and other employee benefits 

 

 

Change in benefit obligations 

 

 

 

Change in plan assets 

 

 

At 31 M arch

(in € million) 2007 2006 2005

Benefit obligations at beginning of year (4,601) (4,256) (4,137)

Service cost (84) (85) (80)

Plan participant contributions (26) (27) (29)

Interest cost (208) (215) (217)

Plan am endm ents (12) - (5)

Business com binations / disposals 10 (3) (17)

Curtailm ents 3 27 17

Settlem ents - 30 102

Actuarial gains (losses) - due to experience (60) (12) (58)

Actuarial gains (losses) - due to changes in 

assum ptions
42 (282) (216)

Benefits paid 229 225 283

Foreign currency translation 29 (3) 101

Benefit obligations at end of year (4,678) (4,601) (4,256)

O f w hich:

Funded schemes (4,251) (3,702) (3,362)

Unfunded schemes (427) (899) (894)

At 31 M arch

(in € million) 2007 2006 2005

Fair value of plan assets at beginning of year 3,168 2,827 2,800

Actual return on assets 299 393 286

Expected return on assets 200 200 200

Actuarial gains (losses) - due to experience 99 193 86

Com pany contributions 433 112 99

Plan participant contributions 26 26 28

Business com binations /disposals 3 7 19

Settlem ents - (27) (115)

Benefits paid from  plan assets (172) (166) (210)

Foreign currency translation (15) (4) (80)

Fair value of plan assets at end of year 3,742 3,168 2,827
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Reconciliation of funded status of the plans w ith assets and liabilities recognised in the balance sheet 

 

 

 

Components of plan assets 

 

 

Plan assets for each individual plan are invested in accordance w ith statutory regulations, pension plan rules, and 

decisions of pension fund trustees.  The investm ent allocation has been m odified to reduce exposure to equity m arkets.  

At 31 M arch 2007, the plan assets do not include any of the Group’s capital stock. 

 

At 31 M arch

(in € million) 2007 % 2006 % 2005 %

Equities 1,415 37.8 1,597 50.4 1,430 50.6

Bonds 1,909 51.0 1,175 37.1 1,032 36.5

Properties 322 8.6 257 8.1 246 8.7

O thers 96 2.6 139 4.4 119 4.2

Total 3,742 100 3,168 100 2,827 100

At 31 M arch

(in € million) 2007 2006 2005

Funded status of the plans (936) (1,433) (1,429)

Unrecognised actuarial losses (gain) 898 1,050 1,009

Unrecognised past service cost (24) (24) (30)

Im pact of asset ceiling (28) (2) -

Transfer to liabilities associated w ith assets 

held for sale
- 4 -

(Accrued) prepaid benefit cost after asset 

ceiling
(90) (405) (450)

Of w hich:

Accrued pension and other employee benefit 

costs
(512) (792) (824)

Prepaid pension and other employee benefit 

costs (see N ote 16)
422 387 374
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Assumptions (w eighted average rates) 

 

Actuarial assum ptions used vary by business unit and country, based upon local considerations. 

 

Regarding the expected return on plan assets, the sam e basis has been applied in all countries w here the Group has 

assets covering its pension liabilities. The expected return on plan assets is based on long-term  m arket expectations 

taking into account the asset allocation of each fund. 

 

The Group’s health care plans are generally contributory w ith participants’ contributions adjusted annually. The 

healthcare trend rate is assum ed to be 9.2% in the year ended 31 M arch 2007 and reduces thereafter to an ultim ate rate 

of 5.6% from  2011 onw ards. 

 

A 100-basis point increase in assum ed healthcare cost trend rates w ould lead to a 5.8% increase in the service cost and a 

4.4% increase in the benefit obligation for post-em ploym ent m edical schem es.  On the contrary, a 100-basis point 

decrease w ould lead to a 4.6% decrease of the service cost and a 4.0% decrease in the benefit obligation for such 

schem es. 

 

 

Analysis of actuarial gains (losses) 

 

The follow ing table show s the am ounts of total benefit expense for each of the three years ended 31 M arch 2007: 

 

 

Au 31 M arch

(in %) 2007 2006 2005

Discount rate 4.90 4.72 5.09

Rate of com pensation increase 3.18 2.68 2.97

Expected return on plan assets 6.22 6.46 7.07

Au 31 M arch

(in € million) 2007 2006 2005

Actuarial gains (losses) created during the period:

- due to changes in assum ptions 42  (282)  (216)

- due to experience 39 181 28

Total 81  (101)  (188)

Year ended

31 M arch

(in € million) 2007 2006 2005

Service cost (84) (85) (80)

Interest cost (208) (215) (217)

Expected return on plan assets 200 200 200

Am ortisation of actuarial net gains (losses) (66) (68) (57)

Am ortisation of unrecognised past service cost (7) 3 5

Im pact of asset ceiling - (2) -

Curtailm ents/settlem ents 1 6 4

N et benefit expense (164) (161) (145)

M ulti-em ployer contributions and defined 

contributions
(106) (90) (89)

Total benefit expense (270) (251) (234)
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Total cash spent in the year ended 31 M arch 2007 for defined benefit and defined contribution plans w as €594 m illion 

(€261 m illion for the year-ended 31 M arch 2006), out of w hich €300 m illion attributable to an exceptional and 

discretionary funding of pension plans in Germ any.  

 

The com pany’s best estim ate of contributions to defined benefit and defined contribution plans expected to be paid in the 

year ended 31 M arch 2008 is approxim ately €260 m illion, of w hich €130 m illion of em ployer contributions w ith respect 

to defined benefits plans. 

 

 

The breakdow n of the benefit expense in the consolidated incom e statem ent is as follow s: 

 

 

 

(1) For the year ended 31 M arch 2005, differences w ith em ployee benefit costs included in other expenses (see Note 8) 

and em ployee benefit costs included in financial expenses (see Note 9) relate to M arine activities, classified in 

discontinued operations. 

 

(2) At 31 M arch 2007, excludes the net im pact of €22 m illion related to the disposals of the UK train heavy renovation 

and Industrial Boiler Business in Germ any classified in capital losses on disposal of investm ents/activities (see Note 8).  

At 31 M arch 2006, excludes the net im pact of €19 m illion of curtailm ent related to the disposal of Pow er Conversion 

activities (see Note 8). 

 

Year ended

31 M arch

(in € million) 2007 2006 2005

Service cost (84) (85) (80)

M ulti-em ployer contributions and defined contributions (106) (90) (89)

Income from operations (190) (175) (169)

Am ortisation of actuarial net gains (losses) (66) (68) (57)

Am ortisation of unrecognised past service cost (7) 3 5

Im pact of asset ceiling - (2) -

Curtailm ents/settlem ents 1 6 4

Other expenses (1) (72) (61) (48)

Interest cost (208) (215) (217)

Expected return on plan assets 200 200 200

Financial income (expenses) (1) (8) (15) (17)

Total benefit expense (2) (270) (251) (234)
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N ote 27 – Financial debt 

 

 

(a) Analysis by nature 

 

(1) On 30 M arch 2001, a w holly-ow ned subsidiary of ALSTOM  H oldings issued perpetual, cum ulative, non voting, preference shares 

for a total am ount of €205 m illion. The preference shares had no voting rights. They w ere not redeem able, except at the 

exclusive option of the issuer, in w hole but not in part, on or after the 5th anniversary of the issuance date or at any tim e in case 

of certain lim ited specific pre-identified events.  Included in these events w ere changes in tax law s and the issuance of share 

capital. In July 2002, a share capital issuance w as m ade, triggering the contractual redem ption of the preferred shares at 

31 M arch 2006 at a price equal to their par value together w ith dividends accrued but not yet paid. At 31 M arch 2006, the €205 

m illion of preferred shares w ere redeem ed. 

 

(2) At 31 M arch 2007, 31 M arch 2006 and 1 April 2005, rem aining bonds, m easured at am ortised cost, are as follow s: 

 

 31 M arch 31 M arch 1 April 

Redemption date 2007 2006 2005 

26 July 2006 - 226 231 

28 July 2008 369 399 - 

16 M arch 2009 527 595 - 

3 M arch 2010 781 969 963 

TOTAL 1,677 2,189 1,194 

 

At 31 M arch 2007, the Group holds tw o sw aps of €100 m illion each that exchange fixed rate to floating rate (see note 33) in 

order to sw ap 3 M arch 2010 bonds. 

 During the year ended 31 M arch 2007:  

- €226 m illion of bonds w ere redeem ed at m aturity date; 

- €200 m illion of bonds redeem able on 3 M arch 2010 have been bought back and cancelled, 

- €70 m illion of bonds redeem able on 16 M arch 2009 have been bought back and cancelled, 

- €30 m illion of bonds redeem able on 28 July 2008 have been bought back and cancelled. 

 

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

R edeem able preference shares (1) - - 205

Bonds reim bursable w ith shares (debt com ponent) 3 5 10

Subordinated notes - 5 5

Bonds (2) 1,677 2,189 1,194

Syndicated loans (3) - - 998

Bilateral loans - - 33

Com m ercial paper (4) - - 14

Future receivables securitised, net - - 49

O ther borrow ing facilities (5) 126 106 245

Com m itm ents related to options and earn-out (6) 185 - -

Derivatives relating to financing activities 7 - -

Accrued interests 9 33 47

Borrow ings 2,007 2,338 2,800

   Non current 1,922 2,018 2,355

   Current 85 320 445

O bligations under finance leases 187 217 268

O ther obligations under long-term  rental (7) 628 16 13

O bligations under finance leases 815 233 281

   Non current 775 193 243

   Current 40 40 38

Total financial debt 2,822 2,571 3,081

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards (see Note 4 – 

b)
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During the year ended 31 M arch 2006, the Group issued: 

- floating rate notes bearing a 2.20% above the 3-m onth Euribor coupon and redeem able at par in M arch 2009 for a 

nom inal value of €600 m illion; 

- floating rates notes bearing 0.85% above the 3-m onth Euribor coupon redeem able at par in July 2008 for a nom inal value 

of €400 m illion. 

 

(3) On 28 February 2006, a 2010 Revolving Credit Facility subject to the financial covenants described in Note 27 (b) has been 

signed for €700 m illion.  On 22 M arch 2007, an am endm ent to the Revolving Credit Facility w as signed for an increase of the 

am ount to €1,000 m illion and a new  m aturity to 22 M arch 2012 w ith the possibility to extend the m aturity to 22 M arch 2014. 

The full am ount of €1,000 m illion is available for draw dow n at 31 M arch 2007. 

 

At 31 M arch 2006, the €700 m illion 2010 Revolving Credit Facility w as totally available for draw dow n w hile the subordinated 

debt facility and the m ulticurrency revolving facility syndicated in previous years had been cancelled and outstanding am ounts 

fully repaid.  

 

At  31 M arch 2005, the syndicated loans w ere as follow s:  

- 2008 Subordinated Debt Facility  

The Facility w as signed on 30 Septem ber 2003 w ith a syndicate of banks and financial institutions for an initial am ount up 

to €1,563 m illion com prising tw o parts: 

o “Tranche A” : term  loan of €1,200 m illion fully draw n dow n at inception 

o  “Tranche B”: revolving credit facility  of €363 m illion.  

Follow ing the partial redem ption of this loan into ALSTOM   shares in August 2004, the nom inal values of the term  loan and 

of the credit facility w ere respectively reduced to € 1 039 m illion and € 281 m illion. 

At 1 April 2005, the outstanding portion of the loan “ Tranche A” m easured at am ortised cost, am ounted to € 998 m illion, 

w hile the full am ount of the residual credit facility w as available for draw dow n. 

 

- 2006 M ulticurrency Revolving Credit Facility: 

This credit facility  initially signed for an am ount up to €1,110 m illion, had been subsequently reduced to € 704 m illion, 

due to a partial redem ption into ALSTOM  shares. At 31 M arch 2005, the residual credit facility  w as totally  available for 

draw  dow n. 

 

(4)  The total authorised com m ercial paper program  w as €2,500 m illion, its availability being subject to m arket conditions. 

 At 31 M arch 2007 and 31 M arch 2006, there is no outstanding am ount on this program m e.  

 At 31 M arch 2005, €14 m illion of com m ercial paper w ere outstanding on this program m e.  

 

(5)  At 31 M arch 2005, other borrow ing facilities included €94 m illion of borrow ings borne by one special-purpose entity and w hich 

have been reim bursed in M arch 2006. 

 

(6)  At 31 M arch 2007, €185 m illion of com m itm ents related to options and earn-out include a €153 m illion put option follow ing the 

H ydro agreem ent.  Such put option w as granted in connection w ith the sale of 50 % H ydro activities to Bouygues during fiscal 

year ended 31 M arch 2007 (see Note 5).   

 

(7)  At 31 M arch 2007, the am ount of €628 m illion relates to lease obligations on trains and associate equipm ent that are no longer 

classified as liabilities directly associated w ith assets held for sale (see Note 30). 
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Analysis of the fair value by nature 
 

The fair value of the financial debt is estim ated based on either quoted m arket prices for traded instrum ents or current 

rates offered to the Group for debt of the sam e m aturity. 

 

 

(b) Financial covenants 
 

At 31 M arch 2007, the €1,000 m illion revolving credit facility is subject to the follow ing financial covenants:  

 

 

(a) Ratio of EBITDA (see (d) below ) to consolidated net financial expense (interest expenses including securitisation expenses less 

interest incom e but excluding interest related to obligation under finance lease, pension and other em ployee benefit interest cost 

and the consolidated net financial expense of special purpose entities w hich w ere not consolidated subsidiaries as of 

31 M arch 2004).  The interest cover at 31 M arch 2007 am ounts to 17.7. 

 

(b) Sum  of total equity (excluding the cum ulative im pact of any deferred tax asset im pairm ents arising after 31 M arch 2004) and of 

the debt com ponent of Bonds Reim bursable w ith Shares “ORA” (this covenant w ill not apply if and as long as the Group’s rating is 

Investm ent Grade).  The consolidated net w orth at 31 M arch 2007 to com pare w ith the covenant above is €2,468 m illion. 

(c) Ratio of total net debt (total financial debt excluding the finance lease obligations less short-term  investm ents or trading 

investm ents and cash and cash equivalents) to EBITDA (see (d) below ).  The net debt leverage as at 31 M arch 2007 is 0. 

 

(d) Earnings Before Interest and Tax plus Depreciation and Am ortisation, less capital gains and losses on disposal of investm ents, as 

set out in Consolidated Statem ents of Cash Flow s. 

 

Covenants

M inimum Interest 

Cover

M inimum 

Consolidated net 

w orth

M aximum N et debt 

leverage

(a) (b) (c)

(in € m illion)

From  M arch 2007 to Septem ber 2013 3 1,360 3.6

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Redeem able preference shares - - 210

Bonds reim bursable w ith shares (debt com ponent) 3 5 10

Subordinated notes - 5 5

Bonds 1,758 2,299 1,244

Syndicated loans - - 1,044

Bilateral loans - - 33

Com m ercial paper - - 14

Future receivables securitised, net - - 49

Com m itm ents related to options and earn-out 185 - -

Derivatives relating to financing activities 7 - -

O ther borrow ing facilities 126 106 245

Accrued interests 9 33 47

Fair value of financial debt, excluding fair value of finance leases 2,088 2,448 2,901

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards (see Note 4 – b)
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(c) Analysis by maturity and interest rate 

 
Am ounts presented below  are based on the nom inal values except for derivatives presented at fair value. 

 

 

 

The nom inal and effective interest rates for the bonds are as follow s: 

 

 

At 31 M arch 2007

N ominal

interest rate

Effective

interest rate

Bonds

July 2008 Euribor 3M + 0.9% 4.1%

M arch 2009 Euribor 3M + 2.2% 5.4%

M arch 2010 6.3% 7.2%

Short term

At 31 M arch 2007

(in € million) Total w ithin 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years

Bonds reim bursable w ith shares 3 - 3 - - - - 

Bonds 1,700 - 900 800 - - - 

Other borrow ing facilities 125 69 23 5 12 3 13

Com m itm ents related to options 185 - - 185 - - - 

Derivatives relating to financing activities 7 7 - - - - - 

Accrued interests 9 9 - - - - - 

Borrow ings 2,029 85 926 990 12 3 13

Obligations under finance leases 815 40 43 46 47 53 586

Financial debt 2,844 125 969 1 036 59 56 599

Short term

At 31 M arch 2006

(in € million) Total w ithin 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years

Bonds reim bursable w ith shares 5 - - 5 - - -

Subordinated notes 5 5 - - - - -

Bonds 2,224 224 - 1,000 1,000 - -

Other borrow ing facilities 106 55 12 3 3 21 12

Accrued interests 33 33 - - - - -

Borrow ings 2,373 317 12 1,008 1,003 21 12

Obligations under finance leases 233 40 22 20 18 17 116

Financial debt 2,606 357 34 1,028 1,021 38 128

Long term

Long term
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The financial debt before sw aps is broken dow n betw een fixed rate and floating rate as follow s: 

 

 

 

(d) Analysis by currency 

 

Am ounts presented below  are based on nom inal values. 

 

 

 

N ote 28 – Other current liabilities  

 

 

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Financial debt at fixed rate 1,895 1,565 1,656

Financial debt at floating rate 949 1,041 1,474

Financial debt 2,844 2,606 3,130

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and 

IFRS 5 standards (see Note 4 – b)

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Euro 2,020 2,415 2,820

US Dollar 40 31 132

British Pound 647 43 47

O ther currencies 137 117 131

Financial debt 2,844 2,606 3,130

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and 

IFRS 5 standards (see Note 4 – b)

At 31 M arch At 1 April

(in € million) 2007 2006 2005 (*)

Staff and associated costs 652 602 663

Corporate incom e tax 105 146 107

Other taxes 248 169 213

Derivatives relating to operating activities 90 87 192

Rem easurem ent of off balance sheet com m itm ents 193 159 148

Other 526 467 557

Other current liabilities 1,814 1,630 1,880

(*) Balance sheet at 1 April 2005 including the first tim e application of IAS 32-39 and IFRS 5 standards 

(see Note 4 – b)
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N ote 29 – Employee benefit expense and headcount  

 

 

The inform ation above includes the M arine sector for the years ended 31 M arch 2006 and 31 M arch 2005. 

 

 

N ote 30 – Assets held for sale and liabilities directly associated 

 

 

At 1 April 2005, assets and liabilities attributable to leases of trains and associated equipm ent w ere classified as assets 

held for sale and liabilities directly associated and w ere presented separately in the balance sheet as they w ere expected 

to be sold w ithin tw elve m onths.  Assets held for sale and liabilities directly associated am ounted to €613 m illion at 

31 M arch 2006. 

 

At 31 M arch 2007, these assets are no longer classified as assets held for sale.  The planned disposal of the entity 

carrying the obligations under the long-term  rental agreem ent w as not com pleted.  Related liabilities (€628 m illion) are 

show n as financial debt (see Note 27) and associated assets (€628 m illion) included in other non-current assets (see 

Note 16). 

 

 

At 31 M arch 2006, other groups of assets held for sale w ere related to the M arine Sector follow ing the Com pany’s 

com m itm ent to sell 75% interest in the M arine Sector to Aker Yards.  Sim ultaneously, M arine activities w ere presented as 

discontinued operations in the incom e statem ent (see Note 11). 

During fiscal year ended 31 M arch 2007, the sale w as com pleted.  M arine activities rem ain presented as discontinued 

operations for the full year. 

 

At 31 M arch 2007, the 25% interest held by the Group is accounted for in investm ents. The rem aining stake w ill be sold 

to Aker Yards by 2010 through a put and call agreem ent, at a price depending on the financial perform ance up to €125 

m illion. 

 

Year ended

31 M arch

(in € million, except for headcount) 2007 2006 2005

Total w ages and salaries 2,778 2,668 2,723

    O f w hich executive officers 7 8 6

Social charges 680 642 744

Post-em ploym ent and other long-term  benefit expense (see Note 26) 269 251 234

Share-based paym ent expense (see Note 24) 30 54 3

Total employee benefit expense 3,757 3,615 3,704

Staff of consolidated com panies 

    M anagers, Engineers and professionals 24,721 22,548 23,691

    O ther em ployees 41,848 42,690 45,903

Total H eadcount 66,569 65,238 69,594
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At 31 M arch 2006, the m ajor classes of assets and liabilities com prising the disposal group classified as held for sale 

w ere as follow s: 

 

 

The operations of the M arine sector have been classified as discontinued operations for the year ended 31 M arch 2007, 

31 M arch 2006 and retrospectively for the year ended 31 M arch 2005 (see Notes 4-b and 11). 

 

 

N ote 31 – Off balance sheet commitments and other obligations 

 

a) Off balance sheet commitments 

 

 

(1) Guarantees related to contracts  

 

Banks and insurance com panies bonds: 

 

In accordance w ith industry practice, the above instrum ents can, in the norm al course, extend from  the tender period up 

to the end of the w arranty period and m ay include guarantees on project com pletion, contract specific perform ance 

criteria or availability. 

At 31 M arch

(in € million) 2007 2006 2005

Guarantees related to contracts (1) (*) 4,972 4,816 4,789

Guarantees related to vendor financing (2) 362 432 429

Com m itm ents to purchase fixed assets 3 8 1

Other guarantees (**) 177 242 119

TOTAL 5,514 5,498 5,338

(*) The am ount reported as at 31 M arch 2006 and as at 31 M arch 2005 included previously €2.7 billion of ABB parent com pany 

guarantee detailed here-below .

(**) O ther guarantees include off-balance sheet com m itm ents relating to obligations such as VAT paym ents, rentals, custom s duties 

and insurance deductibles.  These are m aterialised by independent undertakings but m ainly support existing liabilities included in the 

consolidated accounts.

(in € million)

Total at 31 

M arch 2006

Property, plant and equipm ent 11

Non current assets 618

Construction contracts in progress, assets 172

Inventories, trade receivables and other current assets 38

Cash and cash equivalents 317

Assets classified as held for sale before impairment 1,156

Assets held for sale, impairment  (12)

Assets classified as held for sale after impairment 1,144

Provisions 124

Obligation under finance leases 615

Construction contracts in progress, liabilities 154

Trade payables and other current liabilities 250

Liabilities associated w ith assets classified as held for sale 1,143
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The guarantees are provided by banks or insurance com panies by w ay of bank guarantees, surety bonds and stand-by 

letters of credit and usually are for defined am ounts and periods. They are issued in favour of the custom er w ith w hom  

the com m ercial contracts have been signed. The Group provides a counter-indem nity to the bank or surety com pany 

w hich issues the said instrum ent. 

 

Projects for w hich the guarantees are given are regularly review ed by m anagem ent and should paym ents becom e 

probable pursuant to guarantees, the necessary accruals are m ade and recorded in the Consolidated Financial 

Statem ents at that tim e. 

 

 

 

The above figures how ever exclude: 

- €3.6 billion at 31 M arch 2007 (€4.3 billion at 31 M arch 2006 and €3.8 billion at 31 M arch 2005) of advance 

and progress paym ents related to unconditional guarantees, w hich paym ents have been included in the 

balance sheet in the line “Construction contracts in progress, assets or liabilities”;  

- €2.1 billion at 31 M arch 2007 (€2.3 billion at 31 M arch 2006 and €2.1 billion at 31 M arch 2005) of surety and 

conditional bonds w here the likelihood of the com m itm ents becom ing obligations is considered to be rem ote.  

 

The bonding guarantees relating to contracts, issued by banks or surety com panies, am ount to €10.7 billion at 

31 M arch 2007 (€11.4 billion at 31 M arch 2006 and €10.7 billion at 31 M arch 2005). 

 

Parent com pany guarantees: 

 

In the context of the Share Purchase and Settlem ent Agreem ent signed w ith ABB Ltd in M arch 2000, pursuant to w hich 

the Group purchased ABB's 50% share in the joint venture ABB ALSTOM  Pow er, the Group agreed to indem nify ABB w ith 

respect to parent com pany guarantees that it had previously issued w ith respect to certain pow er contracts, the total 

outstanding am ount of such ABB guarantees being €1.7 billion at 31 M arch 2007 (€2.7 billion at 31 M arch 2006 and 

€2.7 billion at 31 M arch 2005). These parent com pany guarantees are not included in the above figures as they are 

related to liabilities already included in the consolidated accounts. In the sam e m anner, guarantees given by parent or 

Group com panies relating to liabilities included in the consolidated accounts are excluded. 

 

Bonding lines and bonding program m e: 

 

At 31 M arch 2007, the Group has in place both local bilateral lines in num erous countries and a global €10.5 billion 

Bonding Program m e allow ing issuance of new  instrum ents up to July 2008. 

 

All instrum ents under that program m e are fully unsecured and w ill rem ain so for as long as the operating result of the 

com pany and its headroom  rem ain above specific levels of both Operating M argin
1
 and H eadroom

2
 on given testing 

dates failing w hich a security package in the form  of a new  cash collateral w ill be activated (the “Extended Security 

Package”): 

�������������������������������������������
� Is expressed as a percentage of income or loss from operations to sales 
� Cash and cash equivalents and undrawn credit lines 

At 31 M arch

(in € million) 2007 2006 2005

Bid bonds 95 124 130

Perform ance bonds 3,967 3,569 3,353

Warranty/retention bonds 755 922 962

O ther bank and insurance bonds 155 201 344

TOTAL 4,972 4,816 4,789
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- Level 0: The Extended Security Package w ill rem ain at 0 if the operating m argin rem ains above the 

follow ing levels on a 12-m onth rolling basis: 

 

Testing date 31/03/2007 30/09/2007 31/03/2008 

Operating m argin 5.75% 6.125% 6.5% 

 

- Level 1: The Extended Security Package w ill be raised to €175 m illion if the operating m argin rem ains above 

the follow ing levels on a 12-m onth rolling basis but below  level 0 here-above: 

 

Testing date 31/03/2007 30/09/2007 31/03/2008 

Operating m argin 5.5% 5.875% 6.25% 

 

- Level 2: The Extended Security Package w ill be raised to 5% of the then outstanding bonding program m e 

am ount if the operating m argin rem ains above the follow ing levels on a 12-m onth rolling basis but below  

level 1 here-above: 

 

Testing date 31/03/2007 30/09/2007 31/03/2008 

Operating m argin 4.5% 4.875% 5.25% 

 

- Level 3: The Extended Security Package w ill be raised to 10% of the then outstanding bonding program m e 

am ount if the operating m argin falls below  the follow ing levels on a 12-m onth rolling basis: 

 

Testing date 31/03/2007 30/09/2007 31/03/2008 

Operating m argin 4.5% 4.875% 5.25% 

 

If on any such testing date or as at the date falling six m onths after such testing date the headroom  falls below  €800 

m illion, Extended Security Package level 3 w ill be activated.  The bonding related to this program m e am ounted to €6.2 

m illion at 31 M arch 2007. 

 

The issuance of new  bonds under the bonding program m e m entioned above is also subject to the financial covenants 

disclosed in Note 27.   

 

 

At 31 M arch 2007, €148 m illion of bonds and guarantees relating to units sold as part of disposals w ere still held by the 

Group (€88 m illion at 31 M arch 2006). 
 

 

(2) Vendor financing 

 

Several years ago, the Group provided som e financial support, referred to as vendor financing, to certain financial 

institutions financing (i) certain purchasers of its ships (for shipbuilding contracts signed up to fiscal year 1999) or (ii) 

certain Transport equipm ent.  The off-balance sheet “vendor financing” am ounts to €362 m illion at 31 M arch 2007.  
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The table below  sets forth the breakdow n of the outstanding off-balance sheet vendor financing by sector: 

 

 

M arine 

 

Renaissance / Festival 

At 31 M arch 2007, w ith the term ination of the guarantees provided and the current liquidation of the credit lines 

form erly granted for the repossession and m aintenance costs of the form er Renaissance and Festival ships, there rem ain 

no outstanding com m itm ents. 

 

Other 

At 31 M arch 2007, the outstanding com m itm ent corresponds to the residual value guarantee of €55 m illion ($74 m illion) 

on one cruise-ship form erly granted till M arch 2008 by the Group. 

 

 

Transport  

 

At 31 M arch 2007, guarantees given as part of vendor financing arrangem ents in Transport Sector am ount to 

€307 m illion.  Included in this am ount are guarantees totalling US$63 m illion (€47 m illion, €52 m illion and €49 m illion 

at 31 M arch 2007, 31 M arch 2006 and 31 M arch 2005 respectively) given w ith respect to equipm ent sold to a US train 

operator, and also guarantees given as part of a leasing schem e involving London Underground (Northern Line).  Were 

London Underground Lim ited to decide not to extend the contract beyond 2017, and to hand the trains back, the Group 

has guaranteed to the lessors that the value of the trains and associated equipm ent, net of the £15 m illion non extension 

paym ent due by London Underground, should not be less than £177 m illion in 2017 (£177 m illion w ere equivalent to 

€260 m illion at 31 M arch 2007, €254 m illion and €257 m illion at 31 M arch 2006 and 31 M arch 2005, respectively).  

The £177 m illion is included in the £427 m illion (€628 m illion) am ount of “Other obligations under long-term  rental” 

w ithin “Non-current obligations under finance leases” detailed in Note 27 (a) (7). 

 

 

At 31 M arch

(in € million) 2007 2006 2005

M arine 55 126 120

Renaissance / Festival - 41 38

Other 55 85 82

Transport 307 306 309

European m etro operator (1) 260 254 257

Other 47 52 52

Total vendor financing commitments (2) 362 432 429

(2) O ff-balance sheet figures correspond to the total guarantees and com m itm ents, net of related cash deposits, w hich are show n as 

balance sheet item s.

(1) Guarantees given include the requirem ent to deposit funds in escrow  in the event of non-respect of certain covenants.
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b) Lease obligations 

 

 

(1) Assets related to leases of trains and associated equipm ent to London Underground Lim ited (see Notes 6 and 30). 

 

 

N ote 32 – Contingencies  

 

- Litigation  

 

The Group is engaged in several legal proceedings, m ostly contract related disputes that have arisen in the ordinary 

course of business. Contract related disputes, often involving claim s for contract delays or additional w ork, are com m on 

in the areas in w hich the Group operates, particularly for large, long-term  projects. In som e cases, the am ounts claim ed 

against the Group, som etim es jointly w ith its consortium  partners, in these proceedings and disputes are significant, 

ranging up to around €360 m illion in one particular dispute.  

 

Som e proceedings against the Group are w ithout a specified am ount. Am ounts retained in respect of litigation are taken 

into account in the estim ate of m argin at com pletion in case of contracts in progress or included in provisions and other 

current liabilities in case of com pleted contracts w hen considered as reliable estim ates of probable liabilities. Actual costs 

incurred m ay exceed the am ount of initial estim ates because of a num ber of factors including the inherent uncertainties 

of the outcom e of litigation. 

 

 

- Asbestos 

 

The Group is subject to regulations in m any countries in w hich it operates, regarding the control and rem oval of 

asbestos–containing m aterial and identification of potential exposure of em ployees to asbestos.  It has been the Group’s 

policy for m any years to abandon definitively the use of products containing asbestos by all of its operating units 

w orldw ide and to prom ote the application of this principle to all of its suppliers, including in those countries w here the 

use of asbestos is perm itted.  In the past, how ever, the Group used and sold som e products containing asbestos, 

particularly in France in its form er M arine Sector sold on 31 M ay 2006 and to a lesser extent in its other Sectors. The 

Group is subject to asbestos-related legal proceedings or claim s including in France, the United States and the United 

Kingdom . 

M aturity

(in € million) Total W ithin 1 year 1 to 5 years Over 5 years

Long term  rental (1) 628 19 103 506

Capital leases 245 31 98 116

Operating leases 233 19 129 85

Total at 31 M arch 2007 1 106 69 330 707

Long term  rental (1) 629 16 100 513

Capital leases 291 36 112 143

Operating leases 300 44 134 122

Total at 31 M arch 2006 1,220 96 346 778

Long term  rental (1) 650 13 86 551

Capital leases 335 46 118 171

Operating leases 403 57 183 163

Total at 31 M arch 2005 1,388 116 387 885
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Som e of the Group’s subsidiaries are the subject in France of judicial civil proceedings instituted by certain em ployees or 

form er em ployees w ith the aim  of obtaining a court decision holding these subsidiaries liable for an inexcusable fault 

(faute inexcusable) w hich w ould allow  them  to obtain a supplem entary com pensation above the paym ents m ade by the 

French Social Security funds of related m edical costs. Although the courts of com petent jurisdiction have m ade findings 

of inexcusable fault, the dam ages in m ost of these proceedings have been borne to date by the general French Social 

Security (m edical) funds.  

 

As for crim inal law , in Septem ber 2006, one of the Group's French subsidiaries w as fined 75,000 euros by a crim inal 

court (tribunal correctionnel) for breach of the law  protecting em ployees against asbestos dust. By a provisional 

enforcem ent order, the court has also granted each defendant € 10,000 as com pensation for dam ages. The subsidiary 

has decided to appeal this decision, objecting to the court's qualification of ALSTOM  having deliberately endangered the 

em ployees' health.  

 

Although no assurance can be given, the Group believes that the cases w here it m ay be required to bear the financial 

consequences of these civil or crim inal proceedings do not represent a m aterial exposure and therefore, no provisions 

have been recorded. 

 

Certain subsidiaries of the Group w ere subject in the United States to various asbestos-related personal injury law suits 

alleged to involve products m anufactured by Com bustion Engineering, Inc. ("CE"), a US subsidiary of ABB Ltd ("ABB"), 

or CE's form er subsidiaries and to tw o putative class action law suits asserting fraudulent conveyance claim s against 

various ALSTOM  and ABB entities in relation to CE. CE filed a plan of reorganisation in the United States Bankruptcy 

Court that w as m odified and becam e effective on 21 April 2006.  ALSTOM  believes that under the term s of the CE plan of 

reorganisation, it is protected against pending and future personal injury asbestos claim s, or fraudulent conveyance 

claim s, arising out of the past operations of CE.   

 

 

In addition, as of 31 M arch 2007, the Group w as also subject to approxim ately 19 other asbestos-related personal injury 

law suits in the United States involving approxim ately 474 claim ants that, in w hole or in part, assert claim s against 

ALSTOM  w hich are not related to the Pow er Generation Business purchased from  ABB or as to w hich the com plaint does 

not provide details sufficient to perm it a determ ination to be m ade regarding the applicability of the ABB indem nity. 

M any of these law suits are in the prelim inary stages of the litigation process and they each involve m ultiple defendants. 

The allegations in these law suits are often very general and therefore difficult to evaluate at prelim inary stages in the 

litigation process. In those cases w here ALSTOM ’s defence has not been assum ed by a third party and m eaningful 

evaluation is practicable, the Group believes that it has valid defences and, w ith respect to a num ber of law suits, the 

Group is asserting rights to indem nification against a third party.  For purposes of the foregoing discussion, the Group 

considers a claim  to no longer be pending against it if the plaintiff’s attorneys have executed a notice or stipulation of 

dism issal or non-suit, or other sim ilar docum ent. 

 

While the outcom e of the existing asbestos-related cases described above is not predictable, the Group believes that 

those cases w ill not have any m aterial adverse effect on its financial condition. It can give no assurance, how ever, that 

asbestos-related cases against it w ill not grow  in num ber or that those it has at present, or m ay face in the future, m ay 

not have a m aterial adverse im pact on its financial condition. 
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- Product liability  

 

The Group designs, m anufactures, and sells several products of large individual value that are used in m ajor 

infrastructure projects.  In this environm ent, product-related defects have the potential to create liabilities that could be 

m aterial.  If potential product defects becom e know n, a technical assessm ent occurs w hereby products of the affected 

type are quantified and studied.  If the results of the study indicate that a product liability exists, provisions are recorded.  

The Group believes that it has m ade adequate provisions to cover currently know n product-related liabilities, and 

regularly revises its estim ates using currently available inform ation.  Neither the Group nor any of its businesses are 

aw are of product-related liabilities w hich are expected to exceed the am ounts already recognised and the Group believes 

it has provided sufficient am ounts to satisfy its litigation, environm ental and product liability obligations to the extent 

they can be estim ated. 

 

 

- SEC investigation 

 

The Group, certain of its subsidiaries and certain current and form er officers, em ployees and m em bers of its Board of 

Directors have been involved in U .S. regulatory investigations regarding potential securities law  violations. 

 

On 30 June 2003, the Group announced that it w as conducting an internal review , assisted by external law yers and 

accountants, follow ing receipt of anonym ous letters alleging accounting im proprieties on a railcar contract being 

executed at the New  York facility of ALSTOM  Transportation Inc. (“ATI”), one of its U .S. subsidiaries. The United States 

Securities and Exchange Com m ission (“SEC”) and the United States Federal Bureau of Investigation (“FBI”) began 

inform al inquiries and in August 2003, the SEC issued a form al order of investigation in connection w ith its earlier 

review .  

 

The Group has fully cooperated w ith the SEC and the FBI in this m atter and intends to continue to do so. The Group 

believes that the FBI inquiry is dorm ant and cannot predict w hen the SEC’s investigation w ill be com pleted or its 

outcom e. Any adverse developm ents in connection w ith this m atter, including, but not lim ited to, any enforcem ent action 

against the Group or any of its personnel, could result in civil or crim inal sanctions against the Group or any of its 

personnel or could otherw ise m aterially negatively im pact its business. 

 

 

- United States Putative Class Action Law suit 

 

The Group, certain of its subsidiaries and certain of its current and form er Officers and Directors have been nam ed as 

defendants in a num ber of putative shareholder class action law suits filed on behalf of various alleged purchasers of 

Am erican Depositary Receipts and other ALSTOM  securities betw een 3 August 1999 and 6 August 2003. These law suits 

w hich have been consolidated in one com plaint filed on 18 June 2004, alleged violations of United States federal 

securities law s arising from  alleged untrue statem ents of m aterial facts, and/or om issions to state m aterial facts 

necessary to m ake the statem ents m ade not m isleading in various ALSTOM  public com m unications regarding its 

business, operations and prospects (in the areas of the perform ance of its GT24/26 turbines, certain vendor financing 

arrangem ents for the form er M arine Sector’s custom ers, and its US Transport business, including but not lim ited to the 

m atter described above), causing the allegedly affected shareholders to purchase ALSTOM  securities at purportedly 

inflated prices. 

 

On 22 Decem ber 2005, the United States Federal District Court dism issed large portions of the consolidated com plaint, 

including all claim s relating to its GT24/26 turbines, all claim s against the Group’s current Officers and Directors, all 

claim s against ALSTOM  (but not ATI) relating to its US Transport business, and all claim s brought by non U .S. investors 

w ho purchased ALSTOM  securities on non-U.S. stock exchanges except for those relating to its US Transport business. 

On 14 M arch 2006, the plaintiffs filed a second am ended consolidated com plaint w hich re-asserts, am ong other things, 

claim s against ALSTOM  relating to its US Transport business. In a decision dated 29 Septem ber 2006, the Court denied 

the m otion to dism iss of ALSTOM  and ALSTOM  USA and perm itted the plaintiffs to proceed w ith the claim s re-pleaded in 

this second com plaint. The case currently is in the discovery phase. 
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The Group’s M anagem ent has spent and m ay in the future be required to spend considerable tim e and effort dealing 

w ith these m atters. While the Group intends to continue to vigorously defend the putative class action law suit, the Group 

cannot ensure that there w ill be no adverse outcom e that could have a m aterial adverse effect on its business, results of 

operations and financial condition. 

 

 

- Environmental, health and safety 

 

The Group is subject to a broad range of environm ental law s and regulations in each of the jurisdictions in w hich it 

operates. These law s and regulations im pose increasingly stringent environm ental protection standards on the Group 

regarding, am ong other things, air em issions, w astew ater discharges, the use and handling of hazardous w aste or 

m aterials, w aste disposal practices and the rem ediation of environm ental contam ination. These standards expose the 

Group to the risk of substantial environm ental costs and liabilities, including in relation w ith divested assets and past 

activities. In m ost of the jurisdictions in w hich the Group operates, its industrial activities are subject to obtaining 

perm its, licences and/or authorisations, or to prior notification.  The Group’s facilities m ust com ply w ith these perm its, 

licences or authorisations and are subject to regular adm inistrative inspections. 

 

The Group invests significant am ounts to ensure that it conducts its activities in order to reduce the risks of im pacting 

the environm ent and regularly incurs capital expenditure in connection w ith environm ental com pliance requirem ents. 

Although the Group is involved in the rem ediation of contam ination of certain properties and other sites, it believes that 

its facilities are in com pliance w ith their operating perm its and that its operations are generally in com pliance w ith 

environm ental law s and regulations. 

 

The Group has put in place a global policy covering the m anagem ent of environm ental, health and safety risks.  

 

The procedures for ensuring com pliance w ith environm ental, health and safety regulations are decentralised and 

m onitored at each plant. The costs linked to environm ental health and safety issues are budgeted at plant or unit level 

and included in the consolidated incom e statem ent.  

 

The outcom e of environm ental, health and safety m atters cannot be predicted w ith certainty. There can be no assurance 

that the Group w ill not incur any environm ental, health and safety liabilities in the future and the Group cannot 

guarantee that the am ount that it has budgeted or provided for rem ediation and capital expenditure for environm ental or 

health and safety related projects w ill be sufficient to cover the intended loss or expenditure. In addition, the discovery of 

new  conditions and facts or future changes in environm ental law s, regulations or case law  m ay result in increased 

liabilities that could have a m aterial adverse effect on its financial condition or results of operations. 

 

 

- Claims relating to disposals 

 

From  tim e to tim e the Group disposes of certain businesses or business segm ents. As it is usual, certain acquirers m ake 

claim s against the Group as a result of price adjustm ent m echanism s and w arranties generally foreseen in the sale 

agreem ents.  

 

As of 31 M arch 2007, the Group has received claim s in connection w ith the disposals of certain of its activities w hich 

m ainly concern its form er T&D Sector including w ith respect to investigation by a num ber of national com petition 

authorities notably the European Com m ission, of alleged anti-com petitive arrangem ents am ong suppliers in certain T&D 

activities w hich are m entioned below . 

 

In addition, the Group has retained liabilities in relation to the delivery of a vessel equipped w ith pod propulsion system s 

("Pods") to Raddison Seven Seas (nka Regent Seven Seas Cruises, Inc. "Regent").  Regent brought suit in M iam i, 

Florida, against various affiliates of the Group and Rolls Royce (as consortium  partner) in relation to alleged defects.  The 

case is being strongly contested in US Federal Court in M iam i by the Group’s affiliates and Rolls Royce.  
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- Alleged violation of law s 

 

Although the m arkets of the Group are frequently fiercely com petitive, there are at tim es allegations of anti-com petitive 

activity due to the relatively sm all num ber of participants. In April 2006, the European Com m ission com m enced 

proceedings against ALSTOM , along w ith a num ber of other com panies, based on allegations of anti-com petitive 

practices in the sale of gas-insulated sw itchgears, a product of its form er T&D business, follow ing investigations that 

began in 2004. On 24 January 2007, the European Com m ission has levied a fine of €65 m illion against ALSTOM  w hich 

includes €53 m illion on a joint and several basis w ith Areva T&D SA.  ALSTOM  has requested the cancellation of this 

decision before the European Court of first instance.  M oreover, the com petition authorities in H ungary and Czech 

Republic have ordered fines against ALSTOM  w ith respect to the sam e alleged anti-com petitive practices w hich do not 

exceed in total €5 m illion.  ALSTOM  has contested these decisions before the local courts. 

 

The Group conducts a significant proportion of its business w ith governm ental agencies and public-sector entities.  The 

Group actively strives to ensure com pliance w ith all law s and regulations in particular those relating to com petition and 

illegal paym ents and has established internal com pliance program m es to control the risk of such illegal activities and 

appropriately address any problem s that m ay arise.  H ow ever, a lim ited num ber of current and form er em ployees and 

agents of the Group have been or are currently being investigated w ith respect to alleged illegal paym ents in various 

countries. Certain of these procedures m ay result in fines and the exclusion of its subsidiaries from  public tenders in the 

relevant country for a defined period.  

 

The Group considers that there are no m atters outstanding and unprovided that are capable of estim ation that are likely 

to have a m aterial adverse im pact on the consolidated financial statem ents. 

 

 

N ote 33 – M arket-related exposures  

 

(a) Currency risk 

 

In the course of its operations, the Group is exposed to currency risk arising from  tenders for business subm itted in 

foreign currency, and from  aw arded contracts or “firm  com m itm ents” under w hich revenues and costs are denom inated 

in foreign currency.  The principal currencies to w hich the Group has significant exposure in fiscal year ended 

31 M arch 2007 is the US dollar, the British pound and the Sw iss franc. 

 
Due to this exposure, a significant portion of the Group cash flow s is denom inated in foreign currencies.  The Group 

acquires derivative financial instrum ents to hedge exposure on anticipated transactions and notably firm  com m itm ents. 

Instrum ents used are exchange rate guarantees obtained through export insurance com panies, forw ard exchange 

contracts and options. 

 

As an exception to the policy described above and subject to m anagem ent approval, it m ay be decided in specific 

circum stances not to fully hedge identified exposure. 

 

With respect to anticipated transactions: 

 

• During the tender period, depending on the probability to obtain the project and m arket conditions, the Group 

generally hedges a portion of its tenders using options or export insurance contracts w hen possible.  The guarantees 

granted by these contracts becom e firm  if and w hen the underlying tender is accepted. 

 

• Once the contract is signed, forw ard exchange contracts or currency sw aps are used to adjust the hedging position to 
actual exposure during the life of the contract (either as the only hedging instrum ents or as a com plem ent to existing 

export insurance contracts). 
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At 31 M arch 2007 and 31 M arch 2006, the nom inal and fair value of foreign exchange instrum ents are detailed as 

follow s:  

 

Derivative instrum ents qualifying for hedge accounting (forw ard contracts and currency sw aps)  

 

 

 

Derivative instrum ents not qualifying for hedge accounting (forw ard contracts, currency option contracts) 

 

 

 

The fair value of these instrum ents is the estim ated am ount that the Group w ould receive or pay to settle the related 

agreem ents, valued on the basis of relevant yield curves and foreign exchange rates as at 31 M arch 2007 and 

31 M arch 2006. 

 

Export insurance contracts related to tenders are insurance contracts that are not m arked to m arket. Export insurance 

contracts that hedge firm  com m itm ents are considered as acting as forw ard contracts and w ere m arked to m arket for 

the purpose of the disclosure. 

 

N ominal Fair value N ominal Fair value N ominal Fair value N ominal Fair value

- British pound 87 - 399  (4) 2 - 375 1

- Brazilian real - - 58  (7) 33  (8) 29 1

- Polish zloti 276 4 301  (4) 149 - 252  (2)

- Sw edish krona 310  (3) 234 3 227  (3) 279 2

- US dollar 607  (88) 1,884 166 713  (64) 2,462 104

- Australian dollar 116 2 150  (8) 163  (4) 150 3

- Singapore dollar 39 - 24 - 16 - 39 -

- Sw iss franc 1,807  (38) 1,520 34 1,889  (21) 2,139 31

- O ther 458 - 475 4 345 3 297 2

Total 3,700  (123) 5,045 184 3,537  (97) 6,022 142

Purchased Sold

At 31 M arch 2006

(in € m illion)

At 31 M arch 2007

Purchased Sold

N ominal Fair value N ominal Fair value N ominal Fair value N ominal Fair value

- Currency option 

contracts - US dollar 23 - 72 - 1 - 34

- Currency option 

contracts - other 

currencies 16 - 6 - - - 19 -

- Forw ard contracts - 

US dollar - - 158 8 146  (3) 193 4

- Forw ard contract - 

Sw iss franc - - 135 1 95 2 9 -

- Forw ard contract - 

Sw edish krona - - 23 - 71 1 8 -

- Forw ard contract - 

O ther currencies - - 125  (3) 56  (1) 41 -

Total 39 - 519 6 369  (1) 304 4

Purchased Sold
(in € m illion)

Purchased Sold
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At 31 M arch 2007 the nom inal value of derivative instrum ents by m aturity is as follow s: 

 

Derivative instrum ents qualifying for hedge accounting (forw ard contracts, currency sw aps) 

 

 

 

Derivative instrum ents not qualifying for hedge accounting (forw ard contracts, currency option contracts) 

 

 

(in € m illion)

- British pound 487 408 75 4

- Brazilian real 58 49 9 -

- Polish zloti 577 315 262 -

- Sw edish krona 544 421 123 -

- US dollar 2,491 1,698 788 5

- Australian dollar 265 145 120 -

- Singapore dollar 63 55 8 -

- Sw iss franc 3,327 2,463 864 -

- O ther 933 792 142  (1)

Total 8,745 6,346 2,391 8

1 - 5 yearsTotal > 5 years< 1 year

- Currency option contracts - US dollar 95 95 - -

- Currency option contracts - O ther currencies 22 22 - -

- Forw ard contracts - US dollar 159 146 12 1

- Forw ard contract - Sw iss franc 135 120 15 -

- Forw ard contract - Sw edish krona 23 19 4 -

- Forw ard contract - O ther currencies 124 94 29 1

Total 558 496 60 2

(in € m illion) < 1 year 1 - 5 years > 5 yearsTotal
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(b) Interest rate risk 

 

The Group does not have a dynam ic interest rate risk m anagem ent policy. H ow ever it m ay enter into transactions in 

order to hedge its interest rate risk on a case-by-case basis according to m arket opportunities, under the supervision of 

the Executive Com m ittee.  

 

Sensitivity to interest rates 

 

 

(*)At 31 M arch 2007, the Group holds sw aps from  fixed rate to floating rate w ith a nom inal value of €200 m illion and a fair value of 

€(4) m illion. At 31 M arch 2006, the Group held sw aps from  fixed rate to floating rate w ith a nom inal value of €200 m illion and a fair 

value of €(1) m illion. At 31 M arch 2005, the Group held a sw ap from  fixed rate to floating rate w ith a nom inal value of €94 m illion 

and a fair value of €3 m illion. 

 

The net short-term  loan position at floating rate after sw aps am ounts to €2,093 m illion at 31 M arch 2007. 

 

A 1% increase in m arket rates w ould have decreased the net interest expense before sw aps by €12 m illion, representing 

16.0% of the net interest expense for the year ended 31 M arch 2007. 

A 1% increase in m arket rates w ould have decreased the net interest expense after sw aps by €10 m illion, representing 

13.3% of the net interest expense for the year ended 31 M arch 2007. 

 

 

(c) Credit risk 

 

• Risk related to custom ers 

 

The Group hedges up to 90% of the credit risk on certain contracts using export credit insurance contracts.  The Group 

believes the risk of counterparty failure to perform  as contracted, w hich could have a significant im pact on the Group’s 

financial statem ents or results of operations, is lim ited because the Group seeks to ensure that custom ers generally have 

strong credit profiles or adequate financing to m eet their project obligations. 

 

• Risk related to cash and cash equivalents 

 

As part of the central treasury m anagem ent, 39% of cash and cash equivalents at 31 M arch 2007 are invested w ith bank 

counterparts of first rank noted “Investm ent Grade”, and 61% are invested in euro m onetary funds. 

 

 

(in € m illion)

At 31 M arch 

2007 < 1 year 1-5 years > 5years

Financial assets at floating rate 2,140 2,125 4 11

Financial assets at fixed rate 665 51 106 508

Financial assets not bearing interests 119 34 60 25

Financial assets 2,924 2,210 170 544

Financial debt at floating rate  (949)  (32)  (917) -

Financial debt at fixed rate  (1,873)  (93)  (1,181)  (599)

Financial debt  (2,822)  (125)  (2,098)  (599)

Net position at floating rate before sw aps (*) 1,191 2,093  (913) 11

Net position at fixed rate before sw aps (*)  (1,208)  (42)  (1,075)  (91)

Net position not bearing interests 119 34 60 25

N et position before hedging 102 2,085  (1,928)  (55)

Net position at floating rate after sw aps (*) 991 2,093  (1,113) 11

Net position at fixed rate after sw aps (*)  (1,008)  (42)  (875)  (91)

Net position not bearing interests 119 34 60 25

N et position after hedging 102 2,085  (1,928)  (55)
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(d) Liquidity risk 

 

The analysis by m aturity and interest rate of the Group’s debt is set out in Note 27(c).  Details of short-term  liquidity are 

set out below . 

 

The Group’s available liquidity w ithin one year at 31 M arch 2007, 31 M arch 2006 and 31 M arch 2005 is as follow s: 

 

 

(1) M arketable securities having daily liquidity. 

(2) At 31 M arch 2007, this am ount includes €205 m illion of cash and cash equivalents held in countries subject to legal or statutory 

restrictions (€229 m illion at 31 M arch 2006). Such restrictions can lim it the use of such cash and cash equivalents by the parent 

com pany and the other group’s subsidiaries. 

(3) See Note 27 (a). 

 

 

N ote 34 – Related parties 

 

The consideration and related benefits of the CEO  and Chairm an of the Board of Directors am ount to €2.8 m illion for the 

year ended 31 M arch 2007 (€2.2 m illion for the year ended 31 M arch 2006 and €1.6 m illion for the year ended 

31 M arch 2005).  The consideration and related benefits com prise a fixed and a variable portion, charges related to 

retirem ent com pensation and com plem entary pension schem e. 

 

Directors’ fees am ount to €365,000 for the year ended 31 M arch 2007 (€342,500 for the year ended 31 M arch 2006 and 

€326,250 for the year ended 31 M arch 2005).  The CEO  and Chairm an of the Board of Directors has w aived his 

directors’ fees for the years ended 31 M arch 2007 and 31 M arch 2006 (€52,500 for the year ended 31 M arch 2005). 

 

 

N ote 35 – Subsequent events 

 

 

No m ain subsequent events to report. 

 

 

 

 

At 31 M arch

(in € million) 2007 2006 2005

Available credit line 1,000 700 1,202

M arketable securities (1) 175 - -

Cash available at parent Com pany 1,640 950 796

Cash equivalents at subsidiary level (2) 267 351 608

Available liquidity 3,082 2,001 2,606

Financial debt to be reim bursed w ithin one year (3)  (125)  (360)  (444)

Available credit line to be reim bursed w ithin one year - -  (27)

Available liquidity for the coming year 2,957 1,641 2,135
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N ote 36 – M ajor companies included in the scope of consolidation  

 

 

The m ajor com panies of the Group are listed below  and selected according to one of the follow ing criteria:  

- Significant H olding com panies  

- Sales above €50 m illion at 31 M arch 2007. 

 

Companie Country Ow nership % Consolidation 

M ethod 

ALSTOM  SA (holding) France - Parent com pany 

ALSTOM  (Sw itzerland) Ltd. Sw itzerland 100% Full consolidation 

ALSTOM  Australia H oldings LTD (holding) Australia 100% Full consolidation 

ALSTOM  Beizhong Pow er (Beijing) China 60% Full consolidation 

ALSTOM  Belgium  SA Belgium  100% Full consolidation 

ALSTOM  Brasil Energia e transporte Ltda  Brazil 100% Full consolidation 

ALSTOM  Canada Inc. Canada 100% Full consolidation 

ALSTOM  Espana IB SA H olding Spain 100% Full consolidation 

ALSTOM  Ferroviaria S.p.A Italy 100% Full consolidation 

ALSTOM  Gm bH  (holding) Germ any 100% Full consolidation 

ALSTOM  H oldings France 100% Full consolidation 

ALSTOM  H ydro (Sw itzerland) Ltd  Sw itzerland 100% Full consolidation 

ALSTOM  H ydro Canada Inc.  Canada 100% Full consolidation 

ALSTOM  H ydro Energia Brasil Ltda (1) Brazil 100% Full consolidation 

ALSTOM  H ydro H olding France 100% Full consolidation 

ALSTOM  Inc (holding) USA 100% Full consolidation 

ALSTOM  K.K. Japan 100% Full consolidation 

ALSTOM  LH B Gm bH   Germ any 100% Full consolidation 

ALSTOM  Ltd United Kingdom  100% Full consolidation 

ALSTOM  M exicana S.A. de C.V. (2) M exico 100% Full consolidation 

ALSTOM  M exico SA de CV (holding) M exico 100% Full consolidation 

ALSTOM  Norw ay AS Norw ay 100% Full consolidation 

ALSTOM  NV (holding) Netherlands 100% Full consolidation 

ALSTOM  Philippines- Inc. Philippine 100% Full consolidation 

ALSTOM  Pow er (Thailand) Ltd. Thailand 100% Full consolidation 

ALSTOM  Pow er AG (holding) Germ any 100% Full consolidation 

ALSTOM  Pow er Boiler Gm bH  - Stuttgart Germ any 100% Full consolidation 

ALSTOM  Pow er Centrales France 100% Full consolidation 

ALSTOM  Pow er Energy Recovery Gm bH  Germ any 100% Full consolidation 

ALSTOM  Pow er Environm ent SA France 100% Full consolidation 

ALSTOM  Pow er Generation AG  Germ any 100% Full consolidation 

ALSTOM  Pow er H oldings SA France 100% Full consolidation 

ALSTOM  Pow er H ydraulique France 100% Full consolidation 

ALSTOM  Pow er H ydro France 100% Full consolidation 

ALSTOM  Pow er Inc. USA 100% Full consolidation 

ALSTOM  Pow er Italia Spa Italy 100% Full consolidation 

ALSTOM  Pow er Lim ited Australia 100% Full consolidation 

ALSTOM  Pow er SA Spain 100% Full consolidation 

ALSTOM  Pow er Service France 100% Full consolidation 

ALSTOM  Pow er Service (Arabia) Ltd. United Arab Em irates 100% Full consolidation 

ALSTOM  Pow er Service Gm bH  Germ any 100% Full consolidation 

ALSTOM  Pow er Sp.z o.o. Poland 100% Full consolidation 

ALSTOM  Pow er Sw eden AB Sw eden 100% Full consolidation 

ALSTOM  Pow er Turbom achines France 100% Full consolidation 

ALSTOM  Projects India Ltd India 69% Full consolidation 

ALSTOM  Signalling Inc. USA 100% Full consolidation 
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ALSTOM  Spa (holding) Italy 100% Full consolidation 

ALSTOM  Sw eden AB (holding) Sw eden 100% Full consolidation 

ALSTOM  Transport SA France 100% Full consolidation 

ALSTOM  Transportation Inc. USA 100% Full consolidation 

ALSTOM  Transporte SA Spain 100% Full consolidation 

ALSTOM  UK H oldings Ltd United Kingdom  100% Full consolidation 

ALSTOM  USA Inc (holding) USA 100% Full consolidation 

AP O&M  Ltd. Sw itzerland 100% Full consolidation 

APCom Pow er Inc.  USA 100% Full consolidation 

PT ALSTOM  Pow er Energy System s Indonesia Indonesia 87% Full consolidation 

Tianjin ALSTOM  H ydro Co. Ltd China 99% Full consolidation 

West Coast Traincare United Kingdom  100% Full consolidation 

 

(1) Change of nam e 

(2) ALSTOM  Transporte SA m erged into ALSTOM  Pow er M exico SA de CV (new ly nam ed ALSTOM  M exicana SA de CV) 

 

 

Com panies included in the list of m ajor com panies at 31 M arch 2007 for w hich sales w ere below  €50 m illion at 

31 M arch 2006: 

 

ALSTOM  Beizhong Pow er (Beijing) China 60% Full consolidation 

ALSTOM  Philippines- Inc. Philippine 100% Full consolidation 

 

 
Com panies included in the list of m ajor com panies at 31 M arch 2006 for w hich sales are below  €50 m illion at 

31 M arch 2007: 

 
ALSTOM  Australia Australia 100% Full consolidation 

ALSTOM  Controls Ltd United Kingdom  100% Full consolidation 

ALSTOM  NL Service Provision Ltd United Kingdom  100% Full consolidation 

ALSTOM  Pow er Asia Pacific Sdn Bhd M alaysia 100% Full consolidation 

ALSTOM  Pow er Conversion Gm bh Germ any 100% Full consolidation 

ALSTOM  Transport BV Netherlands 100% Full consolidation 

Eukorail Lim ited South Korea 100% Full consolidation 

 

 

 

Please refer to Note 5 for further explanation regarding H ydro entities. 

 
A list of all consolidated com panies is available upon request at the head office of the Group. 

 

 


