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EDF ENERGY NETWORKS (EPN) PLC
ANNUAL REPORT AND FINANCIAL STATEMENTS
31 DECEMBER 2004

DIRECTORS’ REPORT

The Directors present their report and financial statements for the year ended 31 December 2004,

Principal activity and review of the business

The Company’s principal activity during the year continued fo be the distribution of electricity to domestic,
commercial and industrial customers through network ownership, management, operation, maintenance and
renewal. It will continue in this activity for the foreseeable future.

Results and dividends

The profit for the year, before taxation, amounted to £130.1m {2003: £124.1m) and after taxafion, to
£102.6m (2003; £85.7m). The Directors do not recommend payment of a dividend (2003: £30.0m).

Future Developments

The directors aim to deliver the right balance of customer service and shareholder return through efficient
investment in the Network within the boundaries of the price control allowances.

Directors and their interests
Directors who held office during the year and subsequently were as follows:

Humphrey A E Cadoux-Hudson
Paul Cuttill
Vincent de Rivaz

None of the Directors has a service contract with the Company. They are all employed by the parent
Company, EDF Energy plc, and have service contracts with that Company.

There are no contracts of significance during or at the end of the financial year in which a Director of the
Company was materially interested.

None of the Directors who held office at the end of the financial year had any interests in the shares of the
Company or any cther Group Company required to be disclosed under the Companies Act 1985.

Political and charitable contributions

During the year, the Company made no charitable contributions (2003: £nil) and no political contributions in
either year.
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DIRECTORS’ REPORT Continued

Creditors payment policy
The Company's current policy concerning the payment of its trade creditors and other suppliers is to:

* agree the terms of payment with those creditors/suppliers when agreeing the terms of each transaction;

» ensure that those creditors/suppliers are made aware of the terms of payment by inclusion of the
relevant terms in contracts; and

s pay in accordance with its contractual and other legal obligations.

The payment policy applies to all payments to creditors/suppliers for revenue and capital supplies of goods
and services without exception. At 31 December 2004, the Company had an average of 45 days (2003: 21
days) purchases outstanding in its trade creditors.

Auditors

Deloitte & Touche LLP were appointed as auditors in the current year, following the resignation of Emst &
Young LLP. Deloitte & Touche have expressed their willingness to continue in office as auditors and a
resotution to reappoint them will be proposed at the forthcoming Annual General Meeting.

By order of the Board

BL\.\ ;-\6)\6&-—\3-:0&{—-

Robert lan Higson
Company Secretary
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

United Kingdom company law requires the directors to prepare financial statements for each financial year
which give a true and fair view of the state of affairs of the Company as at the end of the financial year and of
the profit or loss of the Company for that period. In preparing those financial statements, the directors are
required to:

s select suitable accounting policies and then apply them consistently;
» make judgements and estimates that are reasonable and prudent;

¢ state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

¢ prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Company will continue in business.

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

The directors confirm that they have complied with these requirements and having a reasonable expectation
that the Company has adequate resources to continue in operational existence for the foreseeable future,
continue to adapt the going concern basis in preparing the financial statements.
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INDEPENDENT AUDITORS’ REPCRT TO THE MEMBERS OF EDF ENERGY NETWORKS (EPN) PLC

We have audited the financtal statements of EDF Energy Networks (EPN) plc for the year ended 31
December 2004 which comprise the profit and loss account, the balance sheet, and the related notes
numbered 1 to 23. These financial statements have been prepared on the basis of the accounting policies
set out therein.

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the
Companies Act 1985. Our audit work has beeh undertaken so that we might state to the Company’s
mernbers those matters we are required to state to them in an auditors’ report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditors

As described in the statement of directors’ responsihilities the Company's directors are responsible for the
preparation of the financial statements in accordance with appiicable United Kingdom law and accounting
standards. They are also responsible for the preparation of the other information contained in the annual
report. Our responsibility is to audit the financial statements in accordance with relevant United Kingdom
legal and regutatory requirements and auditing standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors’
report is not consistent with the financial statements, if the Company has not kept proper accounting records,
if we have not received all the information and explanations we require for our audit, or if information
specified by law regarding directors' remuneration and transactions with the Company and other members of
the group is not disclosed.

We read the Directors' report and consider the implications for our report if we become aware of any
apparent misstatements.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. )t also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the circumstances of the Company, consistently applied and
adequately disclosed.

We planned and performed our audit so as to cbtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion, we also evaluated the overall adequacy of the presentation of infermation in the
financial statements.

Opinion
In cur opinion the financial statements give a true and fair view of the state of affairs of the Company as at 31

December 2004 and of its profit for the year then ended and have been properly prepared in accordance
with the Companies Act 1985.

Pela te & Towel o LCP

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London

11 April 2005
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2004 2003

Note £m £m

Turnover 2 358.5 358.5
Cost of sales {11.7) (18.0)
Gross profit 346.8 340.5
Distribution costs {157.5) (144.1)
Administrative expenses (1.7) (7.8)
Operating profit 3 187.6 188.6
Profit on disposal of fixed assets 1.3 -
Profit on ordinary activities before interest and taxation 188.9 188.6
Interest receivable and similar income 6 1.1 0.5
Interest payable and similar charges 7 (59.9) (65.0)
Profit on ordinary activities before taxation 1301 1241
Tax on profit on ordinary activities 8 (27.5) (38.4)
Profit for the financial year 102.6 B85.7
Dividends paid and proposed g - {30.0)
Retained profit for the financial year 18 102.6 55.7

There were no recognised gains or losses in either year other than the profit for that year.

All results are derived from continuing operations in both the current and preceding year.
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BALANCE SHEET
AT 31 DECEMBER 2004
2004 2003
Note £m £m
Fixed assets
Tangible assets 10 1,399.4 1,312.9
Current assets
Debtors 11 44.5 73.7
Investments: unlisted money market investments 344 -
Cash at bank and in hand 0.4 17.9
79.3 91.6
Creditors: amounts falling due within one year 12 (123.7) (516.3)
Net current liabilities {44.4) (424.7)
Total assets less current liabilities 1,355.0 888.2
Creditors: amounts falling due after more than one year 13 (745.0) {(400.4)
Provisicn for liabilities and charges 16 (260.9) (241.3)
Net assets 3491 2465
Capital and reserves
Calted up share capital 17 125.8 125.8
Share premium account 18 5.6 5.6
Capital redemption reserve 18 10.6 10.6
Profit and loss account 18 2071 104.5
Equity shareholder's funds 18 349.1 246.5

The financial statements on pages 6 to 17 were approved by the Board of Directors on

and were signed on its behalfby: || p P’; | 200 <
V)
ﬁ/ O h
Ul Cuttitt Humphrey A E Cadoux-Hudson
D

irector Director
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NOTES TO THE FINANCIAL STATEMENTS

1. Accounting policies

The principal accounting policies are set out below. They have all been applied consistently throughout the
year and the preceding year.

Basis of preparation ‘
These financial statements have been prepared under the historical cost convention and in accordance with
applicable United Kingdom accounting standards, except as noted below in respect of tangible fixed assets.

The Company is following the transitional arrangements of FRS 17 ‘Retirement benefits’. Full adoption of the
standard is required by the year ended 31 December 2005.

Cash flow statement

The Company is exempt from preparing a cash flow statement under the terms of FRS 1 ‘Cash flow
statements (revised 1996)' as it is a member of a group, headed by EDF Energy plc, whose consolidated
accounts include a cash flow statement and are publicly available.

Tangible fixed assets

Tangible fixed assets are stated at cost, net of depreciation and provision for impairment. The carrying
values of tangible fixed assets are reviewed for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable.

Depreciation is provided on all tangible fixed assets other than freehold land, at rates calculated to write off
the cost of acquisition of each asset evenly over its expected useful life, as follows:

Overhead and underground lines - 45 to 60 years
Other network plant and buildings - 20 to 60 years
Fixtures and equipment - 5 years

Capital contributions in respect of capital expenditure are credited to a fixed asset account and are released
to the profit and loss account over the expected useful lives of the relevant assets by equal annual
instalments. The un-amortised amount of such contributions is shown as a deduction from fixed assets. This
is a departure from the Companies Act 1985, which requires fixed assets to be included at their purchase
price or production cost and hence the contribution would be presented as deferred income. However,
contributions relate directly to the cost of fixed assets used in the distribution network and it is the opinion of
the Directors that the treatment adepted is necessary to give a true and fair view. The value of the
contributions is shown in note 10.

Finance Costs

Finance costs of debt are recognised in the profit and loss account over the term of such instruments, at a
constant rate on the carrying amount,

Debt

Debt is initially stated at the amount of the net proceeds after deduction of issue costs. The carrying amount
is increased by the finance cost in respect of the accounting period and reduced by payments made in the
period.
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NOTES TO THE FINANCIAL STATEMENTS Continued

1. Accounting policies continued

Taxation

Current tax, including UK corporation tax, is provided at amounts expected to be paid {or recovered) using
the tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more or a right to pay iess
tax in the future have occurred at the balance sheet date, with the following exceptions:

e provision is made for gains on disposal of fixed assets that have been rolled over into replacement
assets only where, at the balance sheet date, there is a commitment to dispose of the replacement
assets with no likely subsequent rollover or available capital losses;

s provision is made for gains on re-valued fixed assets only where there is a commitment to dispose of
the re-valued assets and the attributable gain can neither be rolled over nor eliminated by capital
losses; and

» deferred tax assets are recognised only to the extent that the Directors consider that it is more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing difference can be deducted.

Deferred tax is measured on an undiscounted basis.

Derivatives and other financial instruments
The Company holds or issues financial instruments for two main purposes:

s to finance its operations; and
¢ {0 manage the interest rate and currency risks arising from its sources of finance.

The Company finances its operation by a mixture of retained profits, bank baorrowings, medium-term loans,
iong-term loans and commercial paper. The Company has borrowings denominated in Sterling at fixed rates
of interest. The main risks arising from the Company's financial instruments are interest rate risk. The
Company's policy for managing these risks is summarised as below and is defined in statements authorised
by the Board of Directors and reviewed on an annual basis. Authority for managing risk consistent with this
corporate policy may be delegated by the Board to, amongst others, the treasury department of the
Company's parent Company, EDF Energy plc.

Interest rate risk

The Company‘s exposure to interest rate fluctuations on its borrowings and deposits is managed by using
fixed rate debt instruments and index-linked rate debt instruments.

Pensions

Former employees of the Company participate in a number of group-wide funded defined benefit pension
arrangements, and the Company continues to account for these schemes in accordance with SSAP 24,

2. Turnover

Turnover, which is stated net of value added tax, arises entirely in the United Kingdom and is attributable to
continuing activities of electricity distribution and ihe invoice value of other goods and services provided. This
includes an estimate of the sales value of units supplied to customers between the date of the last meter
reading and thse year end.
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NOTES TO THE FINANCIAL STATEMENTS Continued

3. Operating profit

2004
This is stated after charging: £m
Staff costs (note 5) 4.4
Depreciation of owned assets . 371

2003
£m

8.9
36.3

In 2004, amounts payable to Deloitie & Touche LLP and their associates by the Company in respect of audit
services were borne by another Group Company. Amounts payable in respect of auditors’ remuneration in
2003 were payable to Ernst & Young LLP and amounted to £110,000 in respect of audit services and nil for

non audit services.

4. Directors’ emoluments

All Directors are employees of EDF Energy plc and did not receive any remuneration for services to the

Company during the year or the preceding year.

5. Staff costs

2004 2003

£m £m

Wages and salaries - 1.1
Social security costs - 0.1
Pension costs 4.4 7.7
4.4 8.9

The pension cost reflects a charge of £4.4m (2003: £7.6m) representing the Company's share of additional
contributions towards funding the deficit in the various Electricity Supply Pension Schemes to which former

employees of the Company are members,

The monthiy average number of empioyees during the year was as follows:
2004
Number

Bistribution -

2003

Number

23

Staff previously employed by EDF Energy Networks (EPN) plc, were transferred to a fellow subsidiary

undertaking, EDF Energy Networks Limited on 1 January 2004.

Interest receivable and similar income

Other interest receivable

Interest payable and similar charges

Bank loans and overdrafts
Interest payable on loans from other Group companies
Long-term loans repayable within five years

Long-term loans repayable in whole or in part after five years 58.5 345

2004 2003
£m £m
1.1 0.5

2004 2003
£m £m

- 0.6
1.4 0.6

- 293
59.9 65.0

10




NOTES TO THE FINANCIAL STATEMENTS Continued

8. Tax on profit on ordinary activities
(a) Analysis of tax charge in the year:

UK current tax

EDF ENERGY NETWORKS (EPN} PLC

ANNUAL REPORT AND FINANCIAL STATEMENTS
31 DECEMBER 2004

2004 2003
£m £m
UK corporation charge on profit for the year 18.5 15.2
Adjustment in respect of prior year {11.0) -
Total current tax charge (Note (b)) 7.5 15.2
UK deferred tax
2004 2003
£m £m
Origination and reversal of timing differences 208 223
Adjustment in respect of prior year {0.8) 0.9
Total deferred tax charge for the year 20.0 23.2
Total tax charge on profit on ordinary activities 27.5 384
{b) Factors affecting tax charge for the year:
The tax assessed for the period is lower than the standard rate of corporation tax in the UK of 30%.
The differences are explained below.
2004 2003
£m £m
Profit on ordinary activities before tax 130.1 124.1
Tax on profit on ordinary activities at standard UK rate of corporation tax of
30% (2003: 30%) 39.0 37.2
Effect of:
Adjustment in respect of prior year {11.0) -
Disallowed.expenses and non-taxable income 0.3 0.3
Capital allowances in excess of depreciation (21.1) {22.9)
Other 0.3 0.6
Current tax charge for the period 7.5 15.2
9. Dividends paid and proposed
' 2004 2003
£m £m
Dividends paid on equity shares - 30.0
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NOTES TO THE FINANCIAL STATEMENTS Continued

10. Tangible fixed assets

(a) Network Fixtures  Customers’ Total
and contributions
equipment

£m Em £m £m
Cost
At 1 January 2004 2,617.9 1.2 (657.0) 1,962.1
Additions 181.6 - (58.0) 123.6
Disposals (3.1) - - (3.1)
At 31 December 2004 2,796.4 1.2 {715.0) 2,082.6
Depreciation
At 1 January 2004 810.2 0.3 (161.3) 649.2
Charge for the year 52.5 0.2 {15.6) 371
Disposals {3.1) - - {3.1)
At 31 December 2004 859.6 0.5 {176.9) 683.2
Net book value
At 31 December 2004 1,936.8 0.7 {538.1) 1,399.4
At 31 December 2003 1,807.7 0.9 (495.7) 1,312.9

(b) Network assets include land valued at £10.0m (2003: £10.0).

. (c) Assets in the course of construction included within the tangible fixed assets shown above amounted to

£27.0m as at 31 December 2004. (2003: £32.7m)

11. Debtors
2004 2003
£m £m
Debtors: amounts falling due within one year
Trade debtors 33.9 39.7
Amounts owed by Group undertakings 3.6 232
Other debtors - 26
Prepayments and accrued income 7.0 8.2
44.5 73.7

12




NOTES TO THE FINANCIAL STATEMENTS Continued

12. Creditors: amounts falling due within one year

EDF ENERGY NETWORKS (EPN) PLC
ANNUAL REPQRT AND FINANCIAL STATEMENTS
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2004 2003
£m £m
Borrowings (note 14) - 375.5
Trade creditors 1.6 3.3
Amounts owed to Group undertakings 284 441
Corporation tax (Group payments) 32.2 246
Other creditors 51 42
Accruals and deferred income 56.4 64.68
123.7 516.3
13. Creditors: amounts falling due after more than one year
2004 2003
£m £m
Borrowings (note 14) 745.0 396.3
Other creditors “ 41
745.0 400.4
14. Borrowings
2004 2003
£m £m
Amounts falling due within one year
£350m EPN 8.375% Eurobond due March 2004 - 349.8
Loan due to parent company - 257
- 3755
Amounts falling due after more than one year
£350m 5.75% Eurobond due March 2024 348.7 -
£200m 8.75% Eurobond due March 2012 198.7 198.5
£200m 8.50% Eurobond due March 2025 197.6 197.8
745.0 396.3
745.0 771.8

13
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NOTES TO THE FINANCIAL STATEMENTS Continued

15. Derivatives and financial instruments 7

Risk management

The Company’s funding, liquidity and exposure to interest rate risks are managed by the Company’s
immediate parent company, EDF Energy plc. Treasury operations are conducted within a framework of
policies and guidelines authorised by the Board of EDF Energy plc.

As permitted by FRS 13 ‘Derivatives and other financial instruments: disclosures’, short-term debtors and
creditors have been excluded from the disclosures.

{a) Interest rate and currency risk

All of the Company's long-term debt has been issued at fixed rates of interest. Exposure to short-term
interest rate movements is limited to short-term investments and borrowings resulting from working capital
surpluses and deficits. The Company does not have any direct material exposure to foreign currencies.

(b) Interest rate profile

The interest rate profile of the Company’s financial liabilities was as follows:
Borrowings

Total Weighted  Weighted

average average
interest fixed

rate period

£m % Years

As at 31 December 2004 745.0 7.3 16.0
As at 31 December 2003 771.8 8.5 8.5

{c) Fair values

The fair values of financial instruments represent the amount at which the instrument could be exchanged in
a current transaction between willing parties, other than in a forced sale or liquidation. Where market values
are not available, fair values have been calculated by discounting cash flows at prevailing interest rates at
the year end.

Book value Fair value Book value Fair value

2004 2004 2003 2003

Amcunts payable: £m £m £m £m
Within one year - - 375.5 378.8
in one to two years - - - -
In more than five years 745.0 879.3 398.3 522.5
' 745.0 879.3 771.8 901.3

14




EDF ENERGY NETWORKS (EPN) PLC
ANNUAL REPORT AND FINANCIAL STATEMENTS
31 DECEMBER 2004

NOTES TO THE FINANCIAL STATEMENTS Continued

16. Provisions for liabilities and charges
The movements in provisions during the current year are as follows:

At1 Ulilised in Released in Arising At 31

January the year the year during the December

2004 year 2004

£m £m £m £m £m

Deferred tax 240.4 - - 20.0 260.4
Other 0.9 {0.2) {0.2) - 0.5
241.3 (0.2) (0.2) 20.0 260.9

Deferred taxation provided in the financial statements is as follows:

2004 2003
£m £m
Accelerated capital allowances 261.9 241.6
Other timing differences (1.5) {(1.2)
Provision for deferred tax 260.4 240.4
17. Share capital
Authorised
2004 2003
£m £m
400,000,000 (2003: 400,000,000) ordinary shares of £0.50 each 200.0 200.0
Allctted, called up and fully paid
2004 2003 2004 2003
Number Number £m £m

Ordinary shares of £0.50 each 251,513,142 251,513,142 125.8 125.8

15




EDF ENERGY NETWORKS (EPN) PLC
ANNUAL REPORT AND FINANCIAL STATEMENTS
31 DECEMBER 2004

NOTES TO THE FINANCIAL STATEMENTS Continued

18. Reconciliation of shareholder’s funds and movements on reserves

Share Share Capital Profit and Total

capital  premium redemption loss account shareholders’

account reserve funds

£m Em £m fm £m

At 1 January 2003 125.8 56 10.6 48.8 190.8
Profit for the year - - - 65.7 55.7
At 31 December 2003 125.8 5.6 10.6 104.5 246.5
Profit for the year - - - 102.6 102.6
At 31 December 2004 _ 125.8 5.8 10.6 207 1 3491

19. Capital commitments
Amounts contracted for but not provided in the financial statements amounted to £18.7m (2003: £nil).

20. Pension commitments

Former employees of the Company participate in a number of group-wide funded defined benefit pension
arrangements, and the Company continues to account for these schemes in accordance with SSAP 24.

The directors consider that it is not possible to identify the Company's share of the underlying assets and
liabilities in the Group scheme. Accordingly, the Company accounts for the scheme as if it were a defined
contribution scheme i.e. the Company pays contributions to the scheme at a fixed contribution rate, defined
by Group based on the advice of independent actuaries. These contributions are charged directly to the
profit and loss account. The centributions made to the pension schemes for the year amounted to £4.4m
{2003: £7.7m).

Full disclosure of the pension scheme and their latest actuarial valuations are provided in the accounts of
EDF Energy plc. The market value of assets relating to the London Group of the ESPS was £1,064m, which
represented 83% of the actuarial value of the accrued benefits based on the latest formal actuarial valuation
as at 31 March 2004, Additional disclosures are required under the transitional provisions of FRS 17, and
these have alsc been set out in the accounts of the EDF Energy plc.

21. Related parties

In accordance with FRS 8 'Related party disclosures’, the Company is exempt from disclosing transactions
with entities that are part of the Group or investees of the Group qualifying as related parties, as it is a wholly
owned subsidiary of a parent, which prepares consolidated accounts which are publicly available.

16
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NOTES TO THE FINANCIAL STATEMENTS Continued

22. Parent undertaking and controlling party

EDF Energy plc holds a 100% interest in EDF Energy Networks (EPN) plc and is considered to be the
immediate parent company. EDF Energy plc heads the smallest group for which consolidated accounts are
prepared which include the results of the Company.

At 31 December 2004 Electricité de France SA (EDF), a French state owned company, is regarded by the
Directors as the Company's ultimate parent Company and controlling party. This is the largest group for
which consolidated financial statements are prepared. Copies of that Company's consolidated financial
statements may be cbtained from Electricité de France SA, 22-30 Avenue de Wagram, 75382, Paris, Cedex
08, France.

23. Regulatory accounts

On 1 October 2001, under the Utilities Act 2000, EDF Energy Networks (EPN) plc was granted a Distribution
Licence under which it is required to produce regulatory accounts. The regulatory accounts, which cover a
twelve month period ended 31 March of each year, are available free of charge by contacting the finance
department at Atlantic House, Henson Road, Three Bridges, Crawley, West Sussex, RH10 1QQ or by
telephoning 01293 509100.
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