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Eggborough Power Limited
Directors’ Report

The Directors present therr report and the audited financial statements of the Company for the year ended 31 March 2008

PRINCIPAL ACTIVITY, REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

The pnncapal activity of the Company 1s the generation of electnoity on demand from Eggborough coal-fired power station to
complement the electnaty generated by the Group's fleet of nuclear power statons The Company's results have been
prepared under the rewised Capacity Tolling Agreement (CTA) under which Briish Energy Power and Energy Trading Limited, a
fellow subsidiary company, reimburses the Company for its qualifying capital expenditure, operating and maintenance costs

It 1s the intention of the Directors that the Company will continue to operate its Eggborough coal-fired power station

References to the Group are to Bnftsh Energy Group ple, the ulimate hoiding company of Eggborough Power Limited, and its
subsidianes inctuding this Company

PRINCIPAL RISKS AND UNCERTAINTIES

The management of the business and the execution of the Company's strategy are subject to a number of nsks A discussion of
these nsks and uncertainties, in the context of the Group as a whole, 1s provided 1n the Financal Review on pages 14 to 27 of
the Group's Annual Report and Accounts for the year ended 31 March 2008, which does not form part of this report

ASSET AND SHARE OPTIONS

As part of the restructunng of Bntish Energy plc in 2005, an Asset Option and a Share Ophon were granted in favour of the
participants in the long-term “project finance™ loan Upon exercise, these options would allow the participants to acquire either
the Eggborough power station assets (Asset Option) or the shares in the Company (Share Option) Additionally, the Group
helds a pre-emption nght if the participants in the long-term “project finance” loan choose to sell or transfer their options to a
third party before 31 March 2010

The ophons may be exercised at any time pnor to 31 August 2009 following which the participants in the long-term “project
finance" loan may acquire the assets of, or shares in, the Company on 31 March 2010 Consideration of approximatety £104m
will be payable, subject to certain adjustments depending on the condition of the power station, and cancellation of the
outstanding debt (currently estmated to be £83m) From 1 September 2008, the Company 1s required, if requested, to provide
access to certain staton property, assets, records and information to enable permitted parties under the options to prepare an
evaluaton

The assets of, or shares in, the Company can also be acquired by the parhcipants in the fong-term “project finance™ loan in the
event of default at any time pnor to 31 August 2009 The consideration payable under such circumstance would vary depending
on the type of event of default, along with the cancellation of the outstanding debt at such time

if unexercised, the options wall expire on 31 Marech 2010
EGGBOROUGH LEGAL PROCEEDINGS

During the year ended 31 March 2007, Bntish Energy Power and Energy Trading Limited, Eggborough Power (Holdings)
Limited and Eggborough Power Linuted instigated proceedings against Credit Suisse, in connection with the lending banks’
options to acquire Eggborough in 2010 On 19 June 2007, Bntish Energy Group plc announced that it had been successful in its
court action, however, on 26 September 2007 Credit Suisse was granted leave to appeal Cn 7 February 2008 Bntish Energy
Group ple announced that, in a unanimous judgement of the court, Credit Suisse’s appeal was dismissed The Group was
awarded its costs of the appeal The outcome preserves Bntish Energy Group plc's pre-empton nghts, should the lending
hanks seek to sell or transfer therr option nghts to a third party before 31 March 2010

KEY PERFORMANCE INDICATORS

The Company's Directors believe that analysis using key performance indicators for the Company 1s not necessary or
appropnate for an understanding of the development, performance or position of the business of Eggborough Power Limited
The development, performance and position of Eggborough's coal-fired power station 1s discussed within the Chief Executive's
Busmess Review on pages 6 to 13 of the Group's Annual Report and Accounts for the year ended 31 March 2008, which does
not form part of this report

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company's financial nsk management objectives and policies, including pohctes for hedging transactions, are discussed in
the Group's Annual Report and Accounts for the year ended 31 March 2008 1n the Risk Management Section on pages 21 to 25
of the Financial Review, which does not form part of this report

SHARE CAPITAL

Details of the Company's share capital are included at note 18




Eggborough Power Limited
Directors’ Report

RESULTS AND DIVIDENDS

The result for the year 1s set out in the profit and loss account on page 7 The Company's loss for the year of £7m (2007 £9m)
was transferred to reserves

The Directors do not recommend the payment of a dividend (2007 £nif)

DIRECTORS

The Directors of the Company throughout the year and at 31 March 2008 are listed on page 2
POLICY ON PAYMENT OF CREDITORS

The Company's policy ts to settle the terms of payment with suppliers when agreeing the terms of each transaction, to ensure
that supplers are made aware of these terms and to abide by the agreed terms The Company had no trade creditors at
31 March 2008 (2007 £rul)

CHARITABLE AND POLITICAL DONATIONS

The Company made chantable donations during the year of £8,154 (2007 £12,750) in support of the community No polhitical
denations were made duning the year (2007 £nil)

EMPLOYEES

The Company 1s committed to involving employees n the business through a policy of communication and consultaton
Arrangements have been established for the regular provision of information to all employees through bnefings, staff
conferences and well-established formal consultation procedures

The Company 1s commitied to 1ts equal opportunities policies, which includes promoting traiming and career development for all
employees  Full and fair consideration for all vacancies and opportunites will be given to men and women, people with
disabilihes and those from ethmic minonties, regardless of mantal status, age, rehgion or sexual onentaton The policy Is
supported by a Code of Prachice on harassment that recognises that all employees have the nght to be treated with dignity and
respect

The Group operates a Share Incentive Plan, which 1s an all-employee performance related share scheme More details of the
Share Incentive Plan, and the Group's other share schemes, are set out in the Group’s Annual Report and Accounts for the year
ended 31 March 2008

DIRECTORS’ STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

The Directors who were members of the Board at the time of approving the Oirectors’ Report are listed on page 2
Having made enquines of fellow Directors and of the auditors, each of these Directors confirms that

+ to the best of each Drrector's knowiedge and behef, there 1s no information relevant to the preparation of therr
Report of which the auditors are unaware, and

. each Director has taken all the steps a Director might reasonably be expected to have taken to be aware of relevant audit
nformation and to establish that the auditors are aware of that information

This report was approved by the Board of Directors on 18 August 2008 and signed on its behalf by

ROBERT ARMOUR
Director




Eggborough Power Limited
Statement of Directors’ Responsibilities
for the year ended 31 March 2008

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 and of the results of the Company for that year

In prepanng those financial statements, the Directors are required to

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, and

prepare the financial statements on the going concem basis unless 1t 1s inappropnate to presume that the Company will
continue in business Further details of the basis of preparation of the financial statements are set out in note 1

The Directors canfirm that they have compbed with the above requirements in prepanng the financial statements

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
finantial posttion of the Company and to enable them to ensure that the financial staternents comply with the Compames
Act 1985 They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevenhton and detection of fraud and other irregulanties




Eggborough Power Limited
Independent Auditors’ Report to the Members of Eggborough Power Limited
for the year ended 31 March 2008

We have audited the financial statements of Eggborough Power Limited for the year ended 31 March 2008 which compnse the
profit and loss account, the statement of total recognised gains and losses, the note of histoncal cost profit and losses, the
balance sheet and the related notes These financial statements have been prepared under the accounbing policies set out
theremn

Respective responsibilities of Diractors and auditors

The Directors' responsibiibes for preparing the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Dwectors’
Responsibilihes

Qur responsibiity 15 to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing {UK and Ireland) This report, including the opinion, has been prepared for and only for the
Company’s members as a body in accordance with Section 235 of the Companies Act 1985 and for no other purpose We do
net, In giving this opinion, accept or assume respensibiity for any other purpose or to any other person to whom this report 1s
shown or into whose hands it may corne, save where expressly agreed by our pnor consent in wnting

We report to you our opinion as to whether the financial statements give a true and farr view and are propery prepared in
accordance with the Companies Act 1985 We also report to you whether in our opiruon the inforrmaton given m the Directors’
Report 1s consistent with the financial statements

In addition we report to you if, in our cpinion, the Company has not kept proper accounting records, If we have not recerved all
the information and explanations we require for our audit, or, If information specified by law regarding Directors’ remuneration
and transactions 1s not disclosed

We read the Directors’ Report and consider the tmplications for our report if we become aware of any apparent misstaterments
within it

Basts of audit opinion

We conducted our audit in accordance with Intemational Standards on Auditng {UK and Ireland) 1ssued by the Auditing
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures 1n the
financial statements It 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 appropnate to the Company’'s circumstances,
consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the nformation 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 matenal
misstatement, whether caused by fraud or other iregulanty or error  In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements

Opmnion
In our opinion
 the financial statements give a true and far view, In accordance with United Kingdom Generzally Accepted Accounting
Practice, of the state of the Company’s affairs as at 31 March 2008 and of its loss for the year then ended,

+ the financial statements have been properly prepared in accordance with the Companies Act 1985, and
« the information given in the Directors’ Report 1s consistent with the financial statements

codi bl

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Edinburgh

18 August 2008




Eggborough Power Limited
Profit and Loss Account
for the year ended 31 March 2008

Turnover

Operating costs
Operating loss on ordinary activities before taxation

Financing charges
Loss on ordinary activities before taxation

Taxation
Loss for the financial year

Statement of Total Recognised Gains and Losses
for the year ended 31 March 2008

Loss for the year

Impaiment reversal of fixed asset valuation

Deferred tax on impairment reversal of fixed asset valuation
Actuanal (loss¥gain

Deferred tax on actuanal gains and losses

Total recognised gains and losses relating to the year

Note of Historical Cost Profits and Losses
for the year ended 31 March 2008

Reported loss on ordinary activities before taxation

Difference between histoncal cost depreciabon charge and the actual
depreciation charge of the year calculated on the revalued amount
Histoncal cost loss on ordinary activities before taxation

Historical cost loss for the year after taxation

The accompanying notes are an integral part of these financial statements

Note

Note

17

2008 2007
£m £m
102 a0

{103) {92)

1 (2}
{13) {10}
(14) (12)

7 3

(7) (9

2008 2007
£m £m

(N (9)

11 10

(2) (3)

(2} 2

1 (1)
1 (H

2008 2007
£m £m
{14) {12)

(1) {1)
(15) {13)

(8) {10}




Eggborough Power Limited
Balance Sheet
as at 31 March 2008

Tangible fixed assets

Current assets
Stocks
Debtors
amounts falling due within one year
amounts falling due after more than one year
Investments - hquid funds

Creditors amounts falhing due within one year
Net current hiabilities

Total assets less current liabilities

Creditors amounts falling due in more than one year
Provisions for habilittes and charges

Deferred income

Net habilities excluding retirement benefits habihity

Retrement benefits - Lability
Net habilities including retirement benefits hability

Capital and reserves

Called up share capital
Share premium

Revaluation reserve

Profit and loss account
Equity shareholders’ deficit

The accompanying notes are an integral part of these financial statements

The financial statements were approved by the Board of Directors on 18 August 2008 and signed on its behalf by

N

ROBERT ARMOUR
Director

Note

12

13
15
16

17

18/19
19
19
19

2008 2007
£m £m
164 153

12 12
462 326
98 111

6 6
578 455
{685) {534)
{107) {79}
57 T4
(98) {111}
(24) (30}
(2) (2)
(67) (69)
(2} (2)
(69) 1)
1 1

56 56
142 133

(268) (261)
{69) {71)




Eggborough Power Limited
Notes to the Financial Statements
for the year ended 31 March 2008

1 ACCOUNTING POLICIES
{1} Basis of Preparation

The financial statements are prepared under the histoncal coest convention, modified to include the revaluation of certam fixed
assets, and in accordance wiath accounting standards applicable in the United Kingdom The Directors recogmise that the
Company has net habilities recorded on its balance sheet, however they consider that it 1s appropnate to continue to prepare the
financial statements of the Company on a gaing concern basis because of the followsng two reasons

+ the provisions of the rewised Capacity and Toliing Agreement and the CTA global bond receivable {(discussed further in
note 10}, which became effective on Restructuning of the Group on 14 January 2005 Under the revised Capacity and
Tolling Agreement, Bntish Energy Power and Energy Trading Limited, a fellow subsidiary company, has committed to
reimburse the Company for its qualifying capital expenditure, operating and maintenance costs This agreement 1s
operational until 31 March 2010, unless an event of default occurs The CTA global bond receivable s due from Bntish
Energy Bond Finance plc (formerdy Bntish Energy Holdings pic) and the profile and value of the principal and interest
receipts match the principal and interest payable to the Eggborough Banks under the Company's Amended Credit
Agreement From 14 January 2005, the Company has, and will continue to, iImmediately utiise all receipts under the CTA
global bond receivable to fund the amounts payable to the Eggborough Banks, and

¢+ the absence of a request for mmediate repayment of the intercompany creditor balances due to other Group companies
The Directors recogmse that the intercompany creditor amounts are repayable on demand, however, the Directors are
confident that the repayment of the debt will not be requested in the foreseeable future

The preparation of financial statements in conformity with Generally Accepted Accounting Principles requires management to
make estimates and assumptions that affect the reported amounts of assets and habiities and disclosure of contingent assets
and habilites at the date of the financial statements and the reported amounts of revenues and expenses dunng the reporting
penod Actual results can differ from those estmates

In accordance with FRS 18 - Accounting Policies, the Directors have reviewed the Company's accounting policies and confirm
that they continue to be the most appropnate A number of the policies require the Company to use a vanety of estimation
techmgues

In accordance wvith FRS 1 (Revised) - Cash Flow Statements, a cash flow statement 1s not presented since the Company 1s a
wholly owned subsidiary

() Turnover

Turnover represents amounts recervable from Bntish Energy Power and Energy Trading Limited under the revised Capacity and
Tolling Agreement (CTA), net of value added tax The amounts recognised as tumover principally relate to the rembursement
of the Company’s power station operating and maintenance costs

{am) Fuel Costs
Fuel costs for oll are determined on a weighted average cost basis

Coal and carbon costs incurred in operating Eggborough coal-fired power station are bome by Bntish Energy Power and Energy
Trading Limited

{iv) Pensions and Other Post Retirement Benefits

The Company provides for pension costs In accordance with FRS 17 — Post Retirement Benefits (FRS 17} Contributions to the
Company's defined benefit pension scheme are assessed by qualfied actuanes Pension plan assets are measured using
market values Pension plan habibbies are measured ustng the projected unit method and discounted at the current rate of
return on a high quality corporate bond of equivalent term and currency to the hability Any increase in the present value of the
llabiities of the Company's defined benefit pension plan expected to anse from employee service in the penod 1s charged
agamst operating profit The expected return on the plan’s assets and the increase dunng the penod in the present value of the
plan’s kabiihes arsing from the passage of tme are included in other finance income  Actuanal gains and losses are
recognised immediately in the statement of total recognised gamns and losses

(v) Tangible Fixed Assets and Depreciation, including Decommissioning Costs

The Company's principal fixed asset 1s the Eggborough power station and related strategic spares, which under FRS 11 1s
carmed at the higher of value in use and net reafisable value As a result of the contractual arrangements which came into force
on the completion of the Group's Restructunng, the asset 1s now carned at net realisable value, which 1s the discounted value of
the total consideration that would be receivable on exercise of the options, as discussed in note 16 on deferred income This
carrying value 1s not adjusted for depreciation in the penod to 31 March 2010, which ts the potential exercise date of the options
Capital investment incurred post Restructunng 1s not recorded as a fixed asset to the extent that it 15 reimbursed by Bnittsh
Energy Power and Energy Trading Limited under the Capacity and Tolhing Agreement, as it has no impact on the amount
realisable through exercise of the options

No depreciation has been charged since 14 January 2005 in line with the above accounting policy, however, the asset lives
adopted were subject to regular review and for the year to 31 March 2008 were

Eggborough coal-fired power station 8 years




Eagborough Power Limited
Notes to the Financial Statements
for the year ended 31 March 2008

The costs of decommissioning the power station have been estimated on the basis of ongoing assessments of the processes
and methods likely to be used for decommissioning The estimate provided 1n note 15,15 designed to reflect the costs of making
the site available for altermative use

(v1) Stocks of Spares, Oil and Consumables
Stocks of spares, o1l and consumables are valued at average cost

Coal stock required in operating Eggborough coal-fired power station 1s held by Bntish Energy Power and Energy Trading
Limited

{vin) Taxation

Curent tax 1s provided at amounts expected to be paid or recovered using the tax rates and laws that have been enacted or
substantively enacted at the balance sheet date

Deferred tax 1s recognised in respect of all tming differences that have onginated but not reversed at the balance sheet date
Tuming differences are differences between taxable profits and those stated i the financial statements Deferred tax 1s
measured, on an undiscounted basis, at the tax rates that are expected to apply in the pencds in which the tming differences
are expected to reverse based on tax rates and laws that have been enacted or substantively enacted by the balance sheet
date Deferred tax assets are only recogrused to the extent that it can be regarded as more lkely than not that there will be
suitable taxable profits from which the future reversal of the underlying timing difference can be deducted

Deferred tax 1s recogrised in the profit and loss account except to the extent that it 1s attnbutable to a gain or loss that I1s or has
been recognised directly in the statement of total recognised gains and losses in which case the deferred tax 1s recogrised
directly in that statement

{v) Liquid Funds

Cash which 15 placed on term deposits which mature more than one day after the end of the financial year or invested in
commercial paper, 1s classified under current asset investments in the balance sheet

{1x) Debt Instrument

All borrowings are stated at cost with 1ssue costs being charged to profit and foss account on purchase  The interest payable on
debt 15 charged to the profit and loss account over the life of the borrowing  Premiums and discounts ansing cn early repayment
of borrowings are recogmsed in the profit and loss account as incurred and received

{x) Share-based Payment

The Group has five share compensation schemes, the Share Incentve Plan, the Deferred Incentive Plan, the Long-Term
Deferred Bonus Plan, the Executive Share Option Plan 2004 and the Intenm Bonus Plan  The Company accounts for these
share compensation schemes in accordance with FRS 20 — Share-based Payment

The fair value of the share compensation schemes 1s charged to the profit and loss account over the period from the date the
schemes were granted to the date at which the compensation 1s expected to vest on the employees The corresponding credit
15 included n shareholders’ funds The Group i1ssues equity-settled share-based payments to certain employees under the
terms of the Group's vanous employee share compensation schemes Equity-settled share-based payments are measured at
farr value at the date of grant The fair value determined at the grant date of equity-settled share-based payments is expensed
on a straight line basis over the vesting period, based on an estimate of the shares that will ulimately vest

2 TURNOVER
2008 2007
£m £m
Turnover 102 90
All income 15 attnbutable to continuing activities in the United Kingdom
3 OPERATING COSTS
2008 2007
£m £m
Operating costs
Fuel 8 5
Matenals and services 79 73
Staff costs 16 14
Total operating costs 103 92

The audilors' remuneration for audit services was £31,000 (2007 £32,000) which was borne by British Energy Limited




Eggborough Power Limited
Notes to the Financial Statements
for the year ended 31 March 2008

4 STAFF COSTS

a) Staff costs

2008 2007
£m £m

Salanes 11 11
Social secunty costs 1 1
Pension costs (note 17) 3 2
Share-based payments 1 -
Total staff costs 16 14
b) Employee numbers

2008 2007

No No

Average number of employees by category dunng the year was
Operations 280 275
5 SUMMARY OF DIRECTORS' EMOLUMENTS

2008 2007

£000 £000
Total emcluments, including pension contnbutions
For management services
- salanes and other benefits 2,325 1,374
- performance related bonuses 1,173 10
- pension contnbutions 139 102

3,637 1,486

Emcluments for those Directors who are also Directors of Brtish Energy Group ple are detalled in the Remuneration Committee
Report in the Bntish Energy Group plc Annual Report and Accounts Emoluments of the Directors are bome by the following
companies Bntish Energy Limited, British Energy Power and Energy Trading Limited and Eggborough Power Limited, but are
included in the above amounts None of the Directors recerved emoluments for their services as Directors te this Company in
the year ending 31 March 2008 (2007 £nl}, since the services supplied to this Company are considered to be incidental to

those supplied to the Group
Retirement benefits accrue to 5§ (2007 5) Directors under a defined benefits scheme

The above amounts for remuneration include the following in respect of the highest paid Director

Emoeluments
Performance related bonus
Pension contnbutions

6 FINANCING CHARGES/(CREDITS)

Interest payable on bank loans
Interest payable on amounts owed to group undertakings

Interest receivable on amounts owed by group undertakings

Expected return on assets in the pension scheme
Interest on pension scheme habihities

2008 2007
£000 £000
858 400
544 -

- 27
1,402 427
2008 2007
£m £m

9 9

43 29
52 38
(38) 27)
{4) (4)

3 3

(1) (1
13 10




Eggborough Power Limited
Notes to the Financial Statements
for the year ended 31 March 2008

7 TAXATION

Tax charged to the profit and loss account

2008 2007

£m £m

Deferred tax credit for the year 7 3

A reconcibation of the effective tax rate for the current year tax charge 1s set out below

2008 2007

£m £m

Tax credit on loss at standard rate of 30% 4) 4)
Quahfying capital expenditure in year in excess of capital allowances 2 3
Movement in pension provision (1) -
Generation of tax losses 3 1

Current tax charge for year -

8 TANGIBLE FIXED ASSETS

Valuation

As at 1 Apnl 2007
Impatrment reversal
As at 31 March 2008

Depreciation
As at 1 Aprnil 2007 and 31 March 2008

Net book value
As at 31 March 2008

As at 31 March 2007

Power station

£m
185

11
196

32

164
153

If land and bulldings, within the power station, category had not been revalued they would have been included at the following

amounts
2008 2007
£m £m
Cost 10 10
Depreciation (5) (3)
Net book value 5 7

Included within the power station category is freehold land wath a cost of £105,000

As a result of the contractual arrangements, which came Into force on the completion of the Group's Restructunng, the power
station asset 1s now camed at net realisable value, which 1s the value of the consideration that would be payable on exercise of
the asset purchase opton held over the Company's power station {as discussed in note 16}, discounted at a rate of 7% This
discount rate ts a long-term rate and i1s based on the Directors’ assessment of the associated nsk of the cash flows This
vatuation 15 not adjusted for depreciation or capital expendilure Investment, because they have no impact on the net reaksable

value (as discussed in note 1 {v))

9 STOCKS
2008 2007
£m £m
Spares 9 g
Oul 1 il
Consumabies 2 2
12 12

There ts no matenal difference between the balance sheet value of stocks and therr replacement value




Eggborough Power Limited
Notes to the Financial Statements
for the year ended 31 March 2008

10 DEBTORS
2008 2007
£m £m
Amounts due from group undertakings 443 312
Amounts due from parent undertaking - CTA global bond recevable 111 123
Prepayments and other receivables 6 2
560 437

Inciuded in the CTA global bond receivable 15 an amount of £98m which 1s due after more than one year (2007 £111m) The

CTA global bond recervable bears interest at 7% and 1s repayable from Brtish Energy Bond Finance plc

Amounts due from group undertakings which onginated post Restructunng bear interest at LIBOR plus 2% and are repayable on
demand Amounts due from fellow subsidiary undertakings which onginated pror to Restructuring bear no interest and are

repayable on demand

1 DEFERRED TAXATION
2008 2007
£m £m
Accelerated capital allowances 17 23
Short term tming differences (1 (1)
Taxation losses (4) (1)
12 21
Asset not recognised 4 1
Deferred tax iability 16 22
£m
As at 1 April 2007 22
Deferred tax (credit)/charge
- disclosed in Profit and Loss Account (N
- disclosed in Statement of Total Recognised Gains and Losses 1
As at 31 March 2008 16
2008 2007
£m £m
included In
Retirement benefits (note 17} {1) {1)
Prowisions for liabilibes and charges (note 15) 17 23
16 22

No deferred tax asset has been recognised on the taxation losses because there 15 insufficient cerfainty that it would be
recovered n the foreseeable future If the asset purchase option held over the Company's power station {as discussed In
note 16) had been exercised at the balance sheet date the deferred tax hability reflected in the balance sheet of £16m

(2007 £22m) would decrease by £17m (2007 £23m) to reflect a deferred tax asset of £1m (2007 £1m)

12 CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR
2008 2007
£m £m
Amounts owed to group undertakings 654 497
Retentions 2 1
Accruals 15 22
Other taxes and social secunty 1 2
Bank loan (note 14) 13 12
685 534

£183m (2007 £170m) of amounts owed to parent undertakings represents amounts payable to Eggborough Power (Holdings)

Limited at 31 March 2007 plus interest of £13m (2007 £9m) charged at LIBOR plus 1%

Other amounts due to group undertakings which onginated post Restructuring bear interest at LIBOR plus 2% and are
repayable on demand Amounts due to group undertakings which onginated pnor te Restructunng bear ne interest and are

repayable on demand




Eggborough Power Limited
Notes to the Financial Statements
for the year ended 31 March 2008

13 CREDITORS AMOUNTS FALLING DUE IN MORE THAN ONE YEAR
2008 2007
£m £m
Bank loan {note 14} 98 111
14 BORROWINGS
The Company's borrowings in the form of bank loans at 31 March 2008 were repayable as follows
2008 2007
£m £m
Less than 1 year 13 12
Between 1 and 2 years 14 13
Between 2 and 5 years 33 38
Over 5 years 51 60
111 123

Total debt at 31 March 2008 compnses a long-term “project finance” loan of £111m {2007 £123m) secured on Eggborough
coal-fired power station owned by the Company The loan bears interest at 7% (2007 7%)

15 PROVISIONS FOR LIABILITIES AND CHARGES
Deferred Site
taxation restoration Total
£m £m £m
As at 1 Aprl 2007 23 7 30
Taxaton losses (3} - {3)
Accelerated capital allowances (6} - (6)
Asset not recognised 3 - 3
As at 31 March 2008 17 7 24

The site restoration provision 1$ to provide for all costs of the eventual decommissioning of Eggborcugh Power Station
16 DEFERRED INCOME

The deferred income recorded relates to consideration recewved for an option, the Asset Option, which was granted as part of
the Restructuring If exercised, subject to a number of conditions as summansed below, the option would enable the
participants in the long-term “project finance” loan to acquire the Eggborough power station assets {Asset Option) |n addition,
the Group has a pre-emption nght if the participants in the long-term “project finance” loan sell or transfer their options to a thurd

party

The option may be exercised at any tme pnor to 31 August 2009 followng which the parbicipants in the long-term “project
finance” loan may acquire the assets of Eggborough Power Limited on 31 March 2010 1n consideration of approximately £104m
subject to certain adjustments depending on the conditon of the power staton and cancellaton of the outstanding debt
{currently estmated to be £83m) or at any tirme pnor to 31 August 2009 on the occurrence of an event of defauit in consideration
for a fee (which vanes depending on the type of event of default) and the cancellation of the outstanding debt at such time

The ophtions, If unexercised, expire on 31 March 2010

The deferred income will be realised upon the exercise or expiry of the options as descnbed above

17 POST RETIREMENT BENEFIT OBLIGATIONS

Eggborough Power Limited contnbutes to the pension arrangement operated by Bntish Energy Combined Group (BECG) wathin
the Electnicity Supply Pension Scheme (ESPS) The ESPS 1s a defined benefit scheme, which 1s extemally funded and subject
to tnenmal actuanal valuaton Each pension group that participates in the ESPS s financially independent from the other
groups

The most recent tnenmal valuation of the BECG scheme was carmed out at 31 March 2007 by the independent ESPS actuary
The valuation for accounting purposes has been camed out by a separate independent actuary using the projected unit method
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The Company contnbuted 19 7% (2007 19 7%) to the BECG pension scheme as employer's normal contnibutions for the year
ended 31 March 2008 Members who do not participate in the salary conversion arrangement and who are required to pay
employee contnbutions contnbute 6% (2007 6%) to the BECG scheme Members who participate in the salary conversion
arrangements have ther salanes reduced by 6% (2007 6%), these monies being paid to the BECG scheme as addihonal

employer contnbutions

The 31 March 2007 tnenmal actuarial valuation of the BECG scheme has been agreed with a funding deficit of £3m at that date
From 1 Apnl 2008 the rate of employer's regular contnbutions for future service benefits under the BECG scheme increased
from 19 7% to 22 2% The Company made additional employer contnbutions of £1rm (2007 £1m) to the BECG scheme n the
year and wilt make further contnbutions totalling £2m over the next four years to 31 March 2012

The major assumpbons used by the actuanes for the defined benefit plan were

Pnce inflation

Rate of general increase in salanes
Rate of increase of pensions in payment
Discount rate

The assets and liabilities of the scheme and the expected rates of retum are

Equities

Bonds

Total market value of plan assets
Present value of plan labilibes
Pension liability before deferred tax
Related deferred tax asset

Net pension hability

Movement in plan defiat 1s analysed as follows

Defiait in plan at beginming of the year

Contnbutions paid
Current service cost
Other finance income
Actuanal (loss)/gain

Deficit in the plan at the end of the year

Rate of

return
%

2800
450

Value at
31 March
2008

£m

43

19

62
65

(31)
—

2008 2007 2006
% pa % pa % pa
330 300 275
4 80 450 425
330 300 275
600 540 500
Value at Value at
Rate of 31 March Rate of 31 March
Return 2007 Return 2006
% £m % £m
830 47 790 44
4 80 11 440 5
58 49
61 57
(3) (8)
1 - 2
—_—{2 —_—t8)
2008 2007
£m £m
(3) (8)
4 4
(3) 2)
1 1
(2) 2
{3} (3)
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The history of expenence gains and losses 1s as follows

2008 2007 2006 2005 2004
£m £m £m £m £m
Consolidated statement of total recognised
gains and |losses
Actual return less expected returmn on post
employment plan assets {4) 1 7 1 5
As % of plan assets at end of year 6% 2% 14% 3% 16%
Expenence gains/{losses) ansing on plan
habiities 3 (4} - 1 4)
As % of plan habilives at end of year 5% 2% - 2% 10%
Changes in assumptions (financial and
demographic) {1} 2 {6} 2) (4}
As % of plan abilibes at end of year 2% 3% 11% 4% 10%
Actuanal (loss)Ygain recognisable in
consolidated statement of total recognised
gams and losses (before tax) {2} 2 1 - (3}
As % of plan hiabilibes at end of year 3% 3% 2% - 7%
18 CALLED UP SHARE CAPITAL
2008 2007
£m £m
Authonsed
1,000,001 (2007 1,000,001) ordinary shares of £1 each 1 1
Allotted, called up and fully paid
1,000,001 (2007 1,000,001} ordinary shares of £1 each 1 1
19 RECONCILIATION OF SHAREHOLDERS' FUNDS AND MOVEMENT ON RESERVES
Profit and
Share Share Revaluation {oss
capital premium reserve account Total
£m £m £m £m £m
As at 31 March 2006 1 56 126 (253) {70}
Loss for year - - - 9) (9}
Impairment reversal of fixed asset
valuation - - 7 - 7
Actuanal gain net of deferred tax - - - 1 1
As at 31 March 2007 1 56 133 (261) (71)
Loss for the year - - - (7) {7}
Impaiment reversal of fixed asset
valuation - - 9 - 9
Actuanal loss net of deferred tax - - - (1) (1)
Share-based payments - - - 1 1
As at 31 March 2008 1 56 142 {268) {69)

20 COMMITMENTS

At 31 March 2008, the Company had capital commitments of £1m (2007 £1m) The Company had no lease commitments

21 RELATED PARTIES

The Company has taken advantage of the exemption under FRS 8 — Related Parties not to disclose related party transactions
with feliow members of the Group These transactions eliminate on consohdation in the Group financial statements The
Company has not transacted with any other related parbes duning the year




.t

Eggborough Power Limited
Notes to the Financial Statements
for the year ended 31 March 2008

22 ULTIMATE PARENT UNDERTAKING
The mmediate parent undertaking ts Eggborough Power (Holdings} Limited

The Directors constder that the utimate parent undertaking and controlling party 1s Bnttsh Energy Group plc, which I1s the parent
undertaking of the largest group to consolidate these financial statements Bntish Energy Bond Finance plc 15 the parent
underiaking of the smallest group to consoldate these financial statements Copies of the consolidated financial statements of
Bntish Energy Group plc and Bntish Energy Bond Finance ple can be obtained from the Company Secretary at Bnish Energy
Group plc, or Bntish Energy Bond Finance plc, GSO Business Park, Philipshill, East Kilbnde, G74 5PG
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