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CHAPTER 3 - FINANCIAL STATEMENTS Act 1927. With a holding of 95%, ESB is majority owned by the
3 = Irish Government. The remaining 5% is held by the Trustee of an
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Statement of Board Members’' Responsibilities 4 A 5 Vertically Integrated Utility, ESB operates right across the
Independent Auditor's Report to the Stockholders of the Electricity electricity market: from generation, through transmission and
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Ellvena Graham, Chairman

OVERVIEW

| am delighted and honoured to chair

ESB. ESB has a long history of supporting
development and growth in Ireland and
around the world. ESB does this not only
through the provision of critical energy
infrastructure but also through its commitment
to customers, its economic contribution

and the full and positive role it plays in the
communities it serves. Over the past ten
years, ESB has returned almost €1.5 billion in
dividends to the Irish Exchequer.

2015 has been a solid year for ESB with
profits after tax of €286 million and a return
on capital employed (ROCE) of 6.5%. Profits
benefited from the improved availability

of our generation plant. However, it was
necessary to impair two of our generation
assets; Corby Power Limited as a result of

continued pressure on wholesale electricity
prices in Great Britain (GB) and Coolkeeragh
ESB Limited due to a reduction in the plants
running in the Irish energy market.

Competition continues to intensify in both
the generation and supply markets. In 2015,
ESB generated 49% of the electricity
produced in the Single Electricity Market
(SEM) and supplied 38% of the electricity
market in the Republic of Ireland (ROI). To
maintain its market share and customer loyalty,
ESB has introduced new customer centred
offerings such as Smarter Pay As You Go
products and is trialling other similar services
for roll-out in 2016.

ESB GROUP STRATEGY
Despite a relatively stable 2015, changes
in the energy landscape are transforming

&6 The energy sector is going
through a period of transition,
driven by new technology and
the need to balance energy
affordability, energy security
and decarbonisation objectives.
We are making long-term
investment decisions in the
context of a future that is more
complex and uncertain than
ever before 99

practically every part of the electricity value
chain. ESB is responding with significant
investment in innovation in order to stay
relevant and responsive to its customers’
needs.

ESB is conscious of its responsibility to help
find solutions to industry challenges such

as energy security, affordability and climate
change. The decarbonisation of the energy
system at least cost to customers is a priority.
During 2015, ESB continued to grow its
portfolio of renewable generation including
new onshore wind farms in ROl and the
United Kingdom (UK). ESB also entered into
joint ventures with the UK's Green Investment
Bank to develop a biomass plant on the north
bank of the River Thames in Essex and with
Kingspan to roll-out a solar photovoltaic
offering primarily in Northern Ireland (NI).

Development of the electricity network in
ROI and NI continued during the year with
over €629 million invested across the island
of Ireland.

A significant milestone in 2015 was the
launch of SIRO, a joint venture with Vodafone,
which will bring 1 gigabit per second (Gbps)
broadband to 500,000 customers in fifty
towns across Ireland using our distribution
network. This is the first deployment of its
kind in Europe.

DIVIDENDS

ESB paid an interim dividend of €48 million in
October 2015. The Board has recommended
a final dividend payment of €31 million,
bringing the total dividends for 2015 to €79
million and to almost €1.5 billion over the
past ten years.

GOVERNANCE

The Board is committed to the highest
standard of corporate governance to manage
risks and drive growth in the Group. ESB has
put in place appropriate measures to comply
with the Code of Practice for the Governance
of State Bodies, the agreed Government
framework for the effective governance of
State Bodies. In addition ESB complies, on

a voluntary basis, with the UK Corporate
Governance Code and the Irish Corporate
Governance Annex.

Andrew Hastings and Peter O'Sullivan joined
the Board this year.

SAFETY

In 2015, ESB continued to implement the
recommendations of the independent safety
review carried out in 2014 to ensure that an
appropriate safety culture is embedded at all
levels of the organisation.

PEOPLE

Ireland ranks among the top twenty countries
in the world in terms of the reliability of
electricity supply. ESB's ability to deliver

a high quality service to its customers is
underpinned by the efforts, initiatives and

DIVIDENDS 2006 — 2015

T A B B e L I

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

commitment of its employees. | would like
to take this opportunity to thank them and
in particular front-line employees, whose
dedication during the recent storms is to be
highly commended.

OUTLOOK

The energy sector is going through a period
of transition, driven by new technology and
the need to balance energy affordability,
energy security and decarbonisation
objectives. We are making long-term
investment decisions in the context of a
future that is more complex and uncertain
than ever before. However, | am confident
that the ESB Group Strategy to 2025, which
is focused on sustainable innovation to
deliver a broad mix of low-carbon generation
technologies and advanced networks,
together with our ongoing emphasis on cost
efficiency is the right path for ESB and will
ensure that we remain at the forefront of the
energy sector in an all-islands market.

B PADD INYEAR —<4 CUMULATIVE SINCE 2006

CONCLUSION

In accordance with the provisions of the
Electricity (Supply) Acts 1927-2004,

the Board presents the annual report and
financial statements for the year ended 31
December 2015.

Ellvena Graham, Chairman
24 February, 2016
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CHIEF EXECUTIVE, PAT ODOHERTY

Pat O'Doherty, Chief Executive

PERFORMANCE

Overall, ESB achieved solid results across

all areas of its business in 2015. Profits were
positively impacted by the improved availability
of our generation plant increasing from 86%

in 2014 to 92% in 2015. Continued pressure
on Great Britain (GB) wholesale electricity
prices and reduced running for gas plants in
the Irish market prompted us to carry out an
impairment review of some of our generation
assets. As a result of this review we incurred an
impairment charge of €104 million relating to
two assets; Corby Power Limited (€58 million)
and Coolkeeragh ESB Limited (€46 million).
We continued to invest in critical infrastructure
in the Republic of Ireland (ROI), Northern
Ireland (NI) and GB including new low-carbon
generation and upgrades to our transmission
and distribution networks. We paid €273
million of dividends to our shareholders

including the final instalment of the special
dividend (€214 million).

2015 HIGHLIGHTS

In 2015 progress was made against the ESB
Group Strategy in all parts of the business. In
Generation and Wholesale Markets (G&WM)
there was good progress on the development
of new generation assets including the
completion of Woodhouse, a 20 MW Wind
Farm, ongoing progress on the construction
of Carrington, our 881 MW gas power station
near Manchester and commencement of the
construction of a number of other renewable
projects including biomass, wind and solar.
ESB Networks invested €494 million in
developing the electricity network infrastructure
in ROL. ESB International celebrated its
fortieth anniversary in 2015. Over this time,

it has not only helped countries around the

k& \We are very conscious that
energy affordability remains
an issue for many of our
customers. For the second
year running, we reduced
residential electricity prices
by 2% in advance of the winter
peak when customers need it
most. 39

world to improve the quality and reliability of
their electricity supply, it has also allowed ESB
access to strategic engineering talent. SIRO,
ESB's joint venture with Vodafone, commenced
activities, rolling-out fibre broadband to
customers across Ireland using the low-voltage
electricity network.

INVESTING IN A LOW-CARBON FUTURE
ESB is preparing for a decarbonised energy
landscape by investing in new renewable
technologies such as onshore wind and solar
photovoltaic (PV), and developing a more
intelligent network capable of supporting
intermittent distributed generation. Renewable
technologies will make up a bigger proportion of
our generation fleet in the years ahead. However,
while we transition to a low-carbon future,
backup from traditional generation will continue
to be required for the foreseeable future both

to maintain affordability and provide predictable
despatch to offset and facilitate intermittency.

FOCUS ON AFFORDABILITY

Energy affordability remains an issue for many
of our customers. For the second year running,
Electric Ireland reduced residential electricity
prices by 2% in advance of the winter peak
when customers need it most. From 1 January
2016, we reduced our gas prices for residential
and SME business customers by 2.5%. Electric
Ireland has also established a specialist team
to provide services to people experiencing fuel
affordability issues, such as tailored payment
plans and Smarter Pay As You Go products.
Disconnections continued to fall in 2015 — less
than 30 per 10,000 customers disconnected.

COMPETITIVE AND CUSTOMER
FOCUSED SOLUTIONS

This year, we continued to offer competitive
and innovative products and services to

our customers and were first to the market
with a Smarter Pay As You Go product. We
also expanded into the domestic electricity
market in NI, and have maintained an all-island
market share of 38%. Electric Ireland had

the highest customer satisfaction rating of all
suppliers throughout 2015, as reported by the
Commission for Energy Regulation (CER).

IMPACT OF FALLING OIL AND GAS
PRICES

Electric Ireland has reduced both electricity and
gas prices for residential customers by 4% and
5% respectively over the past two years. We
are committed to continuing to pass through
reductions in wholesale prices to our customers.
Energy suppliers typically hedge their wholesale
fuel costs in advance so as to smooth out prices
for customers and for that reason there is not

an immediate correlation between movements

in wholesale fuel costs and customers' energy
prices, but changes in wholesale fuel prices do
feed into customers' energy prices over time.
Fuel accounts for less than 30% of the full cost
of supplying electricity to a residential customer.
Electric Ireland will not build margin on the back
of decreasing wholesale costs — if prices reduce
further, they will be passed on to customers.

INVESTING IN SKILLS

ESB launched two major recruitment campaigns
in 2015; a graduate programme and an
apprenticeship programme. The intake from
these programmes together with our ongoing
investment in training and development for
existing employees will allow us to acquire

CAPITAL EXPENDITURE

€373

million

and nurture critical skills for the future and
facilitate growth.

SAFETY AS A CORE VALUE

Safety is a core value of ESB and the safety
of employees, contractors, customers and
the public always comes first. In my role as
Chief Executive, | have overall responsibility
for the management of health and safety

in ESB. Safety leadership is shared with

all senior management and in turn with
each manager, supervisor, team leader and
ultimately every employee. Safety leadership
however is just one element of our safety
strategy; it also includes engagement,
compliance and competency focused
initiatives.

ESB’S ROLE IN RIVER MANAGEMENT
ESB operates hydroelectric power

stations on the rivers Shannon, Liffey, Lee,
Erne and Clady. Each of the schemes

was established under legislation, which
places a duty on ESB to operate and
maintain the hydroelectric power stations
and associated reservoirs, dams and
embankments and lands for the purpose

of electricity generation. In carrying out its
duties ESB consults with other stakeholders
who have specific duties or interests in the
management or use of these rivers.

During December 2015 all these rivers

were subject to flood conditions arising

from a sustained period of above average
rainfall across Ireland and, in particular, two
distinct severe rainfall periods associated
with Storms Desmond and Frank. During this
period, ESB were fully engaged with local
authorities and stakeholders. At national level
ESB attended the Government's National
Co-Ordination Group on a daily basis.

SUPPORTING COMMUNITIES

Over the past ten years, ESB has awarded
over €10 million to community based
projects in ROl and NI working in the
areas of suicide prevention, education

and homelessness through our Energy for
Generations Fund. The fund is aligned with

200

We reduced our residential
electricity prices by 2%
during the year

national policy objectives and as well as
providing financial support to organisations,
we actively engage our employees through
volunteering programmes. We also invest

in communities through sponsorships to
promote science, technology, engineering
and maths, as well as sport, arts and cultural
initiatives.

LOOKING AHEAD

Looking ahead, | see further change in the
industry as new technologies emerge and
non-traditional players enter the market.
Upstream, there will be further developments
in low-carbon generation, while downstream,
new products and services will be enabled

by advances in technology and the smart

grid. It is ESB's intention to collaborate where
possible to accelerate innovation across all
areas of our business, as evidenced by recent
partnerships with Vodafone, Kingspan, Coillte
Teoranta and the Green Investment Bank. The
introduction of the Integrated Single Electricity
Market (I-SEM), due to launch in 2017, will
also present significant challenges for ESB
over the next few years. | am confident that
the commitment and knowledge of ESB's
employees means that we are well positioned
to address these changes.

/et

Pat O'Doherty, Chief Executive
24 February, 2016
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A GLANCE

BUSINESS
SEGMENT
(G&WM)

DESCRIPTION

REVENUE

OPERATING
PROFIT
(including
exceptional items)

CAPITAL
EXPENDITURE

AVERAGE
EMPLOYEE
NUMBERS

LINK TO OTHER
SECTIONS IN
THIS REPORT

GENERATION AND
WHOLESALE MARKETS

Electricity Generation

Operational Review,

NORTHERN
IRELAND
ELECTRICITY
NETWORKS (NIE
NETWORKS)

NETWORKS

Electricity Transmission
and Distribution

€1,409m €954m €301m
€137m €287m €48m

€176m €494m €135m
973 3,204 1,208

ESB Networks
Operational
Review,
Page 42

NIE Networks
Operational
Review,
Page 44

G&WM

Page 40

HIGHLIGH

S

ESB Annual Report 2015 9

FINANCIAL

Operating Profit

€531 million
A E

EBITDA €1,348 million

0 300 600

. . )
900 1200 1500

ELECTRIC
IRELAND

OTHER
SEGMENTS

Innovation
and Internal
Service
Providers

Electricity
Supply

RETURN
ON BAP%[AL

EMPLO

6.9%

€2100m €278m

CONTRIBUTION TO
THE IRISH ECONOMY

! II
"il )
:|||||
PrILl
ally
il
1]
Tl

€44m €15m
BILLION
€11m €57m A
]l
||||||“|||“|
w6 1574 M"m""""""" .
q
>

Electric
Ireland
Operational
Review,
Page 46

Innovation
Operational
Review,
Page 48

Total dividends paid of almost

€1.5

billion over the past decade

OPERATIONAL

CONSTRUCTION
STARTED ON THE

40 MW

TILBURY
GREEN POWER
BIOMASS PLANT

ESB AND KINGSPAN
ESTABLISHED A
JOINT VENTURE
TO CONSTRUCT

ROOFTOP SOLAR
PROJECTS

ESB NETWORKS
CONCLUDED ON THE
PRICE REVIEW FOR

THE REGULATORY
PERIOD (2016-2020)

Tr CONSTRUCTION
OF THE
SIRO FAIBRE
T0 THE BUILDING
NETWORK
COMMENCED IN
THE FIRST TOWNS

'<‘

ER

o
2%

PRICE REDUCTION
PASSED ON TO
RESIDENTIAL ELECTRICITY

CUSTOMERS
%

2.5%

PRICE REDUCTION TO
RESIDENTIAL GAS CUSTOMERS

Generation
Market Share

Market
Share
38%
ENTERED THE
NORTHERN

IRELAND
RESIDENTIAL
MARKET

Accredited with the Customer
Contact Association Global Standard
for the eighth successive year

Yok ke A

NATIONAL CUSTOMER
CARE CENTRE —

ElectricAid raised and spent over

€1.3 MILLION in 2015 on

development and relief projects in
developing countries

THE
ENERGY FOR
GENERATIONS
FUND
DISTRIBUTED
€2 MILLION

T0 COMMUNITY BASED
INITIATIVES IN IRELAND

VOL
HOURS HAVE BEEN
RECORDED BY
EMPLOYEES

THE ENERGY
EFFICIENCY
OBLIGATION SCHEME
HAS DELIVERED

253 GWH

OF ENERGY
SAVINGS AND
RETURNED OVER

€4 Quon

TO CUSTOMERS TO DATE
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BUSINESS MODEL i
BUSINESS ENVIRONMENT PRINCIPAL RISKS 2015

B Climate and Energy Policy B Transformation and Innovation B Great Britain (GB) Energy Markets Financial Strategic

B Market Integration
B Electricity Demand

See page 20 for
Business Environment

DETAILED BELOW ARE THE MAIN CAPITALS THAT ESB USES IN ITS BUSINESS ACTIVITIES TO CREATE VALUE FOR THE GROUP AND

B Adjacent Sectors B Return on Regulated Assets B Competitive Intensity B Regulatory Outcomes B Health and Safety

B Cork Flood Case
B Infrastructure Failure

B Disruptive Market / Technology

B Macro-Economy and Fuel Markets B Financial Strength B Energy Trading Risk B Reputation B Organisational Capability

B Long-Term Results B Key Infrastructure Delivery

B Industrial Relations Environment

See page 14 for Risk Report
and Principal Risks

B Carrington Commercialisation B [T Failure
B Employee Engagement
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— Bringing sustainable and competitive energy
solutions to all our customers

B 404 MW of renewable generation assets

B Recycling rates of above 75%

Fibre-optic broadband network

—eCars
Operates the national charging infrastructure
for electric vehicles

See page 22 for
Strategic Priorities

@
Engaged & Agile
Organisation

ITS STAKEHOLDERS
TYPES OF CAPITAL BUSINESS ACTIVITIES OUTPUTS STRATEGIC PRIORITIES
1. MANUFACTURED CAPITAL Generation and Wholesale Marl.(ets (Gz.iWM) = €1.3 billion EBITDA 2\
- To generate and provide energy in a safe and reliable manner See page 40 for G&WM Operating Review
B 4,827 MW of generation capacity G&WM comprises ESB's generation, trading and ;
B Over 180,000 km electricity network in ROI asset development activities in the Republic of Ireland 6.5% return on capital employed (ROCE) 02
! o A Strong
B Over 47,000 km electricity network in NI (ROI), Northern Ireland (NI) and Great Britain (GB). Divesifid Vertically o
Contributed over €2 billion to the Irish @)
- Y
2. FINANCIAL CAPITAL ESB Nclatwc:zrks. See page 42 for ESB Networks economy 8
= To create value for our key shareholders Sl Lty . L. - b8,
® BBB+ credit ratin ESB Networks owns the electricity transmission and . N g >
" 9 distribution system network in ROI and operates the Almost €1.5 billion of dividends over the last .y m
B €13.2 billion total assets L . [ y )
. electricity distribution system network in ROI. decade o
B 55% gearing =
ek il m
B Northem Ireland Electricity Networks (NIE 49% of all-island generation market share %
Networks) — See page 44 for NIE Networks 9 >
3. INTELLECTUAL CAPITA_L _ _ Operating Review %
— To create value by continuing to innovate NIE Networks owns the electricity transmission and 38% of all-island supply market share ! m
B Innovation generating and implementing new solutions distribution system network in NI and operates the N\
Promotion of innovation electricity distribution system network in NI. Maintain over 180,000 kilometres of et ety
B Corporate governance structure distributi d g - Kin ROI
B Project management systems and skills Electric Ireland — See page 46 for Electric Ireland [l el sl e Sl
B To date almost €130 million invested by Novusmodus Fund Operating Review
Electric Ireland is a leading supplier of electricity Maintain over 47,000 kilometres of distribution
4. HUMAN CAPITAL and gas to domestic customers in ROl and has and transmission network in NI
- A workforce that is engaged and agile a substantial market share in the non-domestic
electricity sector in ROl and NI.
® Over 7,300 emPonees d Over 3,200 MW of renewable generation Sustainable
B Safety Leadership Strategy _ ; _ nnovation
 Employee development programmes Innovation — See page 48 for Innovation connected to the grid on an all-island basis 03
Operating Review
a
5. SOCIAL AND RELATIONSHIP CAPITAL Rolled out over 2,300 eCar charge points z
} : . — ESB International o z
- To create a relationship based on trust with our key stakeholders Enai . " . across ROI = (Z)
M 1.5 million customers ngIneenngIRESLIing serces E== 'E
B 30,000 hours recorded on volunteering programmes Transformed %)
o I Y — Novusmodus Fund Cost Structure =
B Over €10 million distributed to community initiatives over the last decade - b
N i ; . €200 million clean technology fund m
B Annual contribution to ElectricAid of circa €1 million =z
=
- Telecoms =
6. NATURAL CAPITAL w
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RISK REPOR

APPROACH TO RISK MANAGEMENT
ESB considers effective risk management to be
essential to the successful achievement of its
strategic objectives.

The Board has the overall responsibility for risk
management and internal control. It has adopted
the ESB Risk Policy, which outlines its risk
management objectives and establishes roles and
responsibilities for the effective management of
risk throughout the Group.

Business units are responsible for identifying,
assessing and managing risks in their respective
areas. At executive level, the Executive Director
Risk Forum and the Group Risk Management
Committee review principal and emerging

risks and ensure the fundamentals of good risk
management are incorporated into decision
making at all levels of the Group.

IDENTIFYING PRINCIPAL RISKS
ESB identifies its principal risks through an

Following the consideration and recommendation
by the Audit and Risk Committee, the identified
principal risks are approved by the Board.

CONSIDERATIONS FOR RISK
IDENTIFICATION

A consolidated view of the Group risk is
developed based on reviewing the following key
inputs:

B ESB Group Strategy to 2025

B Risk appetite statements

ESB Annual Report 2015 15

RESPONSIBILITIES

The Risk Policy explains how the Board, the
Audit and Risk Committee and management
will meet their respective responsibilities with

regard to risk management and internal control.

These responsibilities are detailed on page 14
in the risk management framework.

RISK MANAGEMENT FRAMEWORK
To support the management and oversight
of risk across the Group, the Risk Policy

to international best practice, of an
appropriate risk management framework.

The risk management framework takes an
enterprise wide approach and consists

of appropriate structures to support risk
management, formal assignment of risk
responsibilities, procedures and systems
for risk identification / assessment /
reporting, plus ongoing monitoring of the
effectiveness of risk mitigation actions and

PRINCIPAL RISKS

ESB's principal risks and uncertainties
persisted from 2014 into 2015 although with
some movement on the relative ranking of
risks. The Board approved the principal risks
and the detailed Group Risk Plan following
consideration and recommendation by the
Audit and Risk Committee. The principal risks
were included in its risk appetite and mitigation
discussions during the year. The Group

can achieve its strategic objectives with the
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Board for approval
B Supports the Board in monitoring
BOTTOM risk exposure against its risk B Monitors risk management processes B Reviews the risk appetite

Committee and the Board in fulfilling their
risk management responsibilities

recommends for approval to the
Executive Director Risk Forum

annual bottom-up and top-down approach. B Business plans and budgets requires the establishment and maintenance, controls. effective management of the principal risks. 02
The Audit and Risk Committee, under delegation The bottom-up exercise is performed by each B Annual governance and financial control 8
from the Board, monitors the nature and extent of business unit. The outputs are fully debated and reviews %
risk exposure against principal risks and advises the  considered by the Executive Director and senior B Business unit risk reviews RISK HEAT MAP ;CU)
Board in its consideration of overall risk appetite, management teams of each business unit and B External risk reviews (e.g. National Risk The following risk heat map illustrates the relative positioning of principal risks in terms of impact b
risk tolerance and risk strategy of the Group. Details  the responsibility is allocated to risk owners for Assessment, World Economic Forum Global and likelihood at the end of 2015 and the changes in ranking from the end of 2014. 0
of the activities undertaken by the Board and the managing each of the principal risks. Risk Review) 2
Audit and Risk Committee during 2015 in respect B Internal and external auditor perspectives . %
of their risk responsibilities are outlined on page The top-down process requires a consolidated B External peer research and information % jZ>
74. All Board Committees have a role in monitoring ~ view of the Group profile to be developed based exchange T %
and overseeing risk topics within their areas of on the inputs received from each business unit B Meetings with the Risk Management : m
competence and ensuring adequate coverage of and the considered views of senior managers in Committee, the Executive Director Risk
risk oversight on behalf of the Board. Group wide functions. External risk trends and Forum, the Deputy Chief Executive and Chief :
drivers also inform the process. Executive
RISK MANAGEMENT FRAMEWORK
BOARD |
B Overall responsibility for the ESB risk management and internal control system —
B Setting strategic objectives and defining risk appetite for the Group O
B Monitoring the nature and extent of risk exposure against risk appetite for principal risks E :
B Sets the tone from the top by providing direction on the importance of risk management and risk management culture = 03
B Ensuring there are adequate systems, resources and expertise for risk management and independent assessment : -
: zZ
AUDIT AND RISK COMMITTEE INTERNAL AUDIT THE EXECUTIVE DIRECTOR GROUP RISK MANAGEMENT ; jZ>
RISK FORUM COMMITTEE (Chaired by the (@)
(EXECUTIVE TEAM) Deputy Chief Executive with senior : 'ZE
management from business units) H wn
: 3
B Advises the Board of its B Supports the Audit W Assesses the principal risks, annual B Supports the embedding of best Z
consideration of overall risk and Risk Committee in Group Risk Plan and the risk appetite practice risk management : g
appetite, risk tolerance and risk reviewing the effectiveness statement for completeness B Reviews and challenges the : m
strategy of the Group of risk management and B Considers whether mitigations are Group Risk Plan based on the H Z
B Reviews the annual Group Risk internal control systems appropriate and likely to be effective risk assessments and plans from : w
Plan and recommends it to the B Provides assurance to the Audit and Risk individual business areas and
=
S

UP appetite and internal control statement and recommends for
B Reviews the effectiveness of risk B Translates risk appetite expectations into approval
management and internal control targets and constraints for business units M Conducts a formal mid-year risk
systems B Ensures alignment between the Group review LOW LIKELIHOOD HIGH

Risk Plan, the risk appetite statement and
key business decision-making processes

BUSINESS UNITS

L. Disruptive Market / Technology @ INCREASE

Financial

Regulatory
A. Competitive Intensity ~ E. Regulatory Outcomes

G.Health and Safety

N Eed G s e E s e e el B. Energy Trading Risk F. Reputation H.Cork Flood Cas.e M.Organisational Capat?lhty @ UNCHANGED
B |dentify, assess, measure and mitigate risks C.Long-Term Results I. Infrastructure Failure N. Key Infrastructure Delivery
B Report on the effectiveness of measures taken to mitigate risks D. Carrington J. [T Failure O.Industrial Relations @ DECREASE

B Embed a risk awareness and safety culture Commercialisation K. Employee Engagement Environment
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PRINCIPAL RISKS

RISKTITLE

A. Competitive
Intensity

B. Energy
Trading Risk

C. Long-Term
Results

D. Carrington
Commercialisation

E. Regulatory
Outcomes

F. Reputation

G. Health and
Safety Risk

H. Cork Flood
Case

@ A STRONG, DIVERSIFIED, VERTICALLY INTEGRATED UTILITY

STRATEGIC

PILLAR

2

RISK DESCRIPTION

The risk of loss of market share arising from the
level of competitor activity from new and existing
competitors in the residential supply sector.

ESB's profits and market share can be affected by
adverse movements in energy / commodity prices,
or by a material energy trading error.

Possibility of a credit rating downgrade as a
result of unsatisfactory financial performance
making it difficult to secure adequate funding at
an appropriate cost in order to finance planned
investments and to maintain ESB's liquidity.

ESB faces a risk that the combination of energy
margin and capacity market revenue available in the
GB market does not adequately remunerate new
build gas plant.

The principal regulatory risks faced by the Group
originate from the evolving EU'’s internal energy
market and climate change obligations, the regulatory
approach to price control reviews in the networks
businesses and licence and competition law
obligations.

A materialisation of any of the principal risks

could materially damage ESB's reputation and
brand causing stakeholders to lose trust in ESB,
which could undermine support for ESB's Group
Strategy, challenge ESB's ability to secure finance
at acceptable rates, compromising ESB's capability
to deliver on capital investment programmes and
resulting in a significant loss of customers.

Risk of serious injury or death to employees,
contractors or the general public.

Risk that the Court of Appeal upholds the decision
of the High Court in UCC v ESB.

TREND/

MOVEMENT

T

>

>

GENERATION / SUPPLY BUSINESSES OF SCALE

ASSESSMENT / UPDATE

B The energy supply market remains very active, with
competitors continuing to increase discount levels
to attract new customers

B Power prices in the Single Electricity Market
(SEM), and fuel prices paid by ESB in connection
with its electricity generating activities continue to
experience the volatility seen in recent years

B Risk of exceeding regulatory allowances

B Volatility in energy prices resulting in low margins in
Generation and Wholesale Markets (G&WM) in the
Republic of Ireland (ROI), NI and Great Britain (GB)

B Significant changes in the energy sector driven by
new technology and decarbonisation objectives

B Carrington opted for a one year contract in the
2015 GB capacity auction, which cleared at
£18/kW (2014: £19.40/kW)

B Spreads have increased recently with the
announcement of further GB coal plant retirements
but still remain low

B The uncertainty of the outcome of the regulatory
price review in NIE Networks Regulatory Period 6
(2017 - 2024) (RP6)

B The impact of the Integrated Single Electricity
Market (I-SEM) on the wholesale market design

B Additional requirements arising from the
connection of increased levels of renewables to
the ROl and NI networks

B A number of severe weather events during the
year including storms and flooding

B Ongoing concerns regarding energy price levels

B The increased use of social media allows
customers and consumer groups to engage,
share views and take part in direct action and
other campaigns more readily than before

B Implementation of the ESB Networks fatality report
recommendations and of the ESB Safety Strategy
remain priorities

B The appointment of a new Group Head of Safety,
focused on implementation of ESB Safety Strategy

B Public safety and the dangers associated with
electricity networks were prioritised in 2015

B On 5 October 2015, the High Court delivered its
judgement in the case and found ESB 60% liable
for the damage caused and UCC 40% contributory
negligent

B ESB has appealed the judgement to the Court of
Appeal - the appeal is expected to be heard in
early 2017

&) ADVANGED NETWORKS
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STRATEGIC RESPONSE

To prevent the risk materialising:

B Provide excellent customer service and deliver competitive price offerings and innovative products to the market to defend market share and differentiate ESB customer
propositions

Help customers to have greater visibility and control over their energy use through continued development of smart and connected home solutions

Continued delivery of cost base efficiencies to maintain competitive price

Increased flexibility through outsource partners to adapt more quickly to changing customer needs

Focus on digital marketing initiatives / platforms to support and differentiate the Electric Ireland brand

Build customer loyalty through affinity programmes

Electric Ireland entered the Northern Ireland (NI) residential market and aims to grow the business further in 2016

If the risk materialises:
B Renewed focus on competitively priced products and strong customer service

To prevent the risk materialising:

B Market risk is managed through implementation of appropriate trading and risk management strategies in both generation and supply businesses and implementation of a
range of initiatives to increase ESB's access to energy markets

Credit risk is managed through trading only with sufficiently rated entities and ensuring acceptable forms of collateral are in place where required

Operational risk is managed through continued operation of a trading governance framework

Review of risk appetite and the Trading and Risk Management Strategy in light of market developments

Ongoing implementation of controls and mitigations, including investment in systems and training

If the risk materialises:

B Amend risk appetite and the Trading and Risk Management Strategy in light of market developments
B Undertake investigation into any trading incident

B Lessons learned reviews

To prevent the risk materialising:

B Business planning target setting from the top down using key financial metrics, focused on ESB Group Strategy to 2025 (ESB Group Strategy) delivery and protecting
financial strength

B Use of business and / or technology specific hurdle rates in business investment decisions to ensure capital expenditure is allocated to those projects that deliver on both

strategic and business performance requirements

Continue to seek cost efficiencies

Innovation is tasked with identifying new businesses / technologies to drive future growth opportunities

Investors and shareholder briefings to update on ESB Group Strategy progress

Capital allocation being kept under review across the Group

If the risk materialises:
B Amend ESB Group Strategy in order to rebuild financial strength

To prevent the risk materialising:
B Continue to implement the GB Market Access Strategy
B Input to consultations and pursue opportunities to engage with policymakers on future policy developments in the GB market
B Project for the commercialisation of Carrington is in place addressing:
— Strategy for the GB capacity auctions
— Trading and Risk Management Strategy
— Ensuring systems and operational processes are delivered to support commissioning and ongoing management of Carrington
— Enhancing the GB trading capability

If the risk materialises:
B ESB Group Strategy review

To prevent the risk materialising:

B Experienced project team established in NIE Networks to prepare for and negotiate RP6

B Participate in Regulator led consultation processes on DS3 - an innovative proposal to support increased renewables on the electricity system

B |-SEM programme established to develop ESB positions on regulatory, market and structural issues and to prepare for the transition to a new market design
B Consider regulatory developments as an input into the annual review of the ESB Group Strategy

B Licence monitoring and reporting to Regulators to demonstrate ongoing compliance

If the risk materialises:

B Amend capital and operating cost plans to align with the regulatory outcome

B Report regulatory non-compliance and implement actions to resolve any issues
B Activate communications plans to deal with any issues that may arise

To prevent the risk materialising:

B Pro-active management of principal risks

B Ongoing engagement with media to facilitate open and clear communication
B Actively managing regulatory compliance

B Stakeholder Management Plan

If the risk materialises:
B Activate Crisis and Stakeholder Management Plans, as appropriate

To prevent the risk materialising:

Expedite the roll-out of all elements of the ESB Safety Strategy

Maintain accreditation of ESB safety management systems to OHSAS 18001

Implement health and safety initiatives based on analysis of safety performance

Deliver health and wellbeing initiatives to support employees' physical and mental wellbeing
Implement public safety awareness campaigns

Business continuity planning and testing programme in place

If the risk materialises:
B Undertake critical incident investigation and reporting
B Lessons learned reviews

To prevent the risk materialising:
B A multi-disciplinary team is in place to manage the ongoing litigation

If the risk materialises:
B Activate communications plan to update key stakeholders
B Consider the implications of any decision on plant operations

SUSTAINABLE INNOVATION (® TRANSFORMED COST STRUCTURE ENGAGED AND AGILE ORGANISATION
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PRINCIPAL RISKS (Continued)

STRATEGIC

RISK TITLE PILLAR

RISK DESCRIPTION
I. Infrastructure The risk of sustained or frequent outages arising
Failure from weather driven incidents or operational

issues resulting in lower revenues and additional
operating costs.

-0 6

J. IT Failure A risk of significant data loss or failure of IT
infrastructure or IT systems, arising from a
successful cyber attack or non-malicious failure.

K. Employee A risk of low employee morale, loss of productivity,

Engagement a risk of an increasing attrition rate with consequent
loss of key skills and ultimately a failure to deliver on
the ESB Group Strategy.

L. Disruptive Failure to respond to disruptive market / technology

Market / developments could result in the loss of significant

Technology market share in both retail and wholesale markets,
having an adverse effect on profitability, challenging

ESB's delivery of its strategic goal of sustainable
innovation and undermining ESB's reputation as a
leading Irish technology / engineering company.

M. Organisational Failure to attract new talent, or to retain and develop

Capability Q existing talent could result in a deterioration in
& business performance or impact on the ability to
deliver the ESB Group Strategy as ESB has a high
dependency on the technical competency of its
management / employees.
Q
(O]
w
g
=8 N. Key Failure to deliver key infrastructure on time or to
(20 Infrastructure budget could lead to losses, not delivering on
Delivery planned returns, and failure to deliver the ESB
Group Strategy.
O. Industrial A risk of industrial action, arising from failure to
Relations Q agree a new sustainable reward model.
Environment & &

@ A STRONG, DIVERSIFIED, VERTICALLY INTEGRATED UTILITY

MOVEMENT

GENERATION / SUPPLY BUSINESSES OF SCALE

TREND/ )\ gSESSMENT / UPDATE

( ’ B A number of severe weather events during the year
leading to grid outages
B Although generation plant performance was
excellent in 2015, high levels of plant availability
remains a priority

has resulted in a continued focus on this risk

B A data protection audit of Electric Ireland by the
Office of the Data Protection Commissioner
(ODPC) in 2015 was largely positive with a small
number of improvements identified

‘ ’ B Business dependency on IT systems and telecoms

e B Responses to the staff survey highlighted that

there are some areas for improvement in relation to
employee engagement

B Momentum increasing in relation to the
development of new energy technologies

B As the economy recovers, retention and recruitment
9 of certain specialist employees continues to be
challenging

Carrington construction is nearing completion

Woodhouse Wind Farm construction completed

during the year

B Commencement of construction of a number of
renewable projects

B ESB Networks and NIE Networks capital
expenditures are in line with targets

B Complex planning and consenting processes,

contractor management and safety vigilance

continue to be areas of focus

'

B The Group continued to engage with the Group
e of Unions during 2015 on pay and conditions for

current and future employees
B No agreement had been reached by year end, both
sides will continue to engage in 2016

&) ADVANGED NETWORKS
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STRATEGIC RESPONSE

To prevent the risk materialising:

Networks businesses carry out annual review and update of network security of supply plans
Ongoing timber-cutting, maintenance and hazard patrol

Participation at National Emergency Co-Ordination Group for storm and flood related crisis events
Continuing accreditation to PAS 55 asset management standard for generation and networks assets
Long-term asset maintenance plan in place for generation assets

Availability of strategic spares

Retention of key operational / maintenance skills

If the risk materialises:

B Review of storm damage to inform asset management plans and future price control submissions

B High level of network automation to facilitate automatic and / or remote restoration of supply where possible

B Contingency plans and associated standing instructions available to Network Controllers to facilitate restoration of supply for loss of major plant

B 24/7 system manager rotas and customer rotas in place to provide after-hours system management during fault situations and to manage stakeholder interaction post event
or emergency situation

B |dentification of the cause of the plant outage and implementation of the necessary maintenance actions and, if required, amendments to ongoing maintenance plan

To prevent the risk materialising:

Built-in resilience, including backup and recovery facilities

Regular review and update of Business Continuity and Disaster Recovery Plans including regular site switching for key systems
Dedicated and continuous monitoring of cyber risk by the IT Security Team

Data protection policies in place

Dedicated data protection manager

Ongoing data protection training

The findings from the data protection audit are being shared across the Group and recommendations are being implemented

If the risk materialises:
B Activate communications plans prepared for key stakeholders depending on incident e.g. ODPC for data breach
B Share findings and knowledge from incidents to manage future risks

To prevent the risk materialising:

Increase the use of focus groups to allow employees address areas of concern

Provide alternative communication channels for employees e.g. social media

Implement recommendations arising from the staff survey

Review of decision making and approval processes to support agile decision making

Engaging with employees to inform them of the link between their roles and the ESB Group Strategy
The ESB Staff Innovation Recognition Awards

If the risk materialises:
B Resource a team with the required skills and capabilities to develop and implement an action plan to address the failure
B [nitiate an immediate engagement plan which:

— Increases the priority for all line managers to engage with employees

— Communicates key messages focusing on the future prospects of the Group

To prevent the risk materialising:

B Implementation of innovation strategy road maps

B Knowledge transfer between Novusmodus, the Emerging Energy Technologies Group and business units
B [dentifying external collaboration opportunities through joint ventures e.g. Kingspan ESB, SIRO

B Showcasing emerging technology potential at the ESB Powering Potential Expo and other events

If the risk materialises:
B Amend the ESB Group Strategy and formulate a decision on whether to enter, acquire or consider any additional investment needs
B Re-organise the businesses and divert investment to alternative technologies or business models

To prevent the risk materialising:

B Deliver the People Strategy, which is centred on employee engagement and incudes development of an appropriate reward model
B Detailed Group Resource Plan in place which highlights resource requirements in the short-to-medium term

B |Implement succession planning within each business unit

B Graduate recruitment and development to support business growth

B Provide innovators with the time and resources to pursue their ideas

If the risk materialises:

B Review options for short-term resourcing (e.g. contracting or partnering) for critical capabilities or skillsets

B Review options for short-term redeployment of resources to key vacancies, based on key skill sets from previous roles and, in parallel, fast-track training of replacements for
the critical roles within the businesses

To prevent the risk materialising:

B Joint Project Management Office established with EirGrid to streamline delivery of transmission projects

B ESB Networks Renewables Forum established to manage delivery of renewable programme

B Project management function in place to oversee the development and construction of projects

B Medium-term wind project delivery plan, aligned to ESB Group Strategy along with portfolio of early stage wind development sites for longer-term delivery identified
B Continue to develop longer-term generation options

If the risk materialises:

B Work to achieve as full a financial recovery as possible for assets delivered late
B Purchase operating assets

M Pursue joint venture options

To prevent the risk materialising:
B |ndustrial processes and procedures being fully utilised to reach a successful conclusion
B Ongoing engagement with employees about the proposed agreement

If the risk materialises:
B Utilise internal resolution mechanisms and procedures to address specific issues
B |nitiate crisis management and contingency planning arrangements

SUSTAINABLE INNOVATION (® TRANSFORMED COST STRUCTURE ENGAGED AND AGILE ORGANISATION
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STRA

EGY

STRATEGIC PLANNING PROCESS

ESB's approach to strategic planning includes

the following two components:

B A Business Environment Review is conducted
annually using both internal and external
expertise to identify and understand those
factors that impact most on the direction
of the ESB Group Strategy to 2025 (ESB
Group Strategy)

B A Strategic Performance Review is also
completed annually during which the Group's
performance and path towards delivering
the ESB Group Strategy is assessed and if
necessary, corrections are agreed

Strategic Performance Indicators (SPIs) have
been developed to track ESB's performance

in delivering the ESB Group Strategy to

2025; they are core to the annual strategic
performance review. The Strategic Planning
Process commences with detailed discussions
with the Executive Directors and their business
units in preparation for engagement with and
final review by the Board.

THE BUSINESS ENVIRONMENT

A summary of the key business environment
factors that currently impact on the ESB Group
Strategy are set out below:

CLIMATE AND ENERGY POLICY

The long-term need to decarbonise

European and global societies to
address the threat of worldwide climate change
will present an enduring challenge to and
opportunity for the energy sector over future
decades.

In December 2015, the United Nations (UN)
unanimously agreed to a global agreement on
climate change. The Paris Agreement sets a
commitment to keep global temperature rises
to well below 2°C with a target of 1.5°C. An
ongoing cycle of five-year reviews of national
contributions has been agreed, so although
currently the total contributions are not expected
to keep global temperature rises below 2°C,
these reviews can accelerate the ambition and
collective effort to meet the targets.

Current EU policy is to reduce total greenhouse
gas emissions by 80 - 95% by 2050, compared to
1990 levels. The Irish Government has set a target
of an 80% reduction in emissions in electricity,
transport and the built environment by 2050 with
carbon neutrality in agriculture and land use. The
UK Government has also set a target of an 80%
reduction in emissions by 2050. In the medium
term, the EU has adopted a 2030 objective of

a 40% reduction in greenhouse gas emissions.
Each Member State will have a single annual
binding target for greenhouse gases in agriculture,
transport and buildings. From 2021, there will be
an Energy Union Governance Process which will
provide for national long-term plans and tracking
of progress on greenhouse gases and on EU-level
renewable and efficiency goals.

In the short-term, under the 2020 framework,
there are also legally binding targets at national
levels to decrease carbon emissions for sectors
such as transport, agriculture and buildings. The
electricity sector is already legally committed to
emission reductions under the EU’s Emissions
Trading Scheme (ETS) and is on track to achieve
these. There are also targets to increase the
proportion of energy from renewable sources.
The Republic of Ireland (ROI) and the United
Kingdom (UK) have set targets for the proportion
of electricity from renewable sources of 40% and
300% respectively.

While the broad direction of travel towards the
2050 vision is relatively clear, the technology
and policy choices that Europe needs to arrive
at a sustainable and secure energy system at a
reasonable cost are not clear. At present there is
no single or simple solution for achieving this.

The UK in late 2015 announced a reduction in
renewable subsidies and an intention to close
all coal-fired generation stations by 2025, to
be replaced mainly by gas-fired and nuclear
generation.

In ROI, the Government, in late 2015, published
its White Paper on energy: Ireland’s Transition
to a Low-Carbon Future. Contained within the
document is a focus on the challenge of meeting

Ireland’s commitments to reduce greenhouse gas
emissions in transport, heating and agriculture
and a framework for citizen engagement and
evidence-based policies to get there. ESB'’s
Group Strategy is broadly in alignment with this
long-term decarbonisation vision and with the
direction of travel of UK policy.

IRELAND'S GREEN
HOUSE GAS EMISSIONS
6% 19%
Heat — Other
[ETS]
8%

!

Transport

9%

(

Agriculture
33%

ETS* (27%; 16MT)
B NON ETS (73%; 42 MT)

1ETS - EU'S EMISSIONS TRADING SCHEME

MARKET INTEGRATION

The integration of European energy

markets is a major policy priority for
European and national authorities across the
continent. This priority has been reflected in
both a regulatory policy to enhance the ability to
trade power and gas between different national
market systems and in the construction of
physical electricity and gas interconnection to
allow this to happen. Such integration has the
power to transform the competitive environment
within which ESB operates — changing ESB's
generation and supply businesses from relatively
significant players within the Single Electricity
Market (SEM), to a player with much smaller
shares in a pan-European market which is
dominated by larger, mostly pan-European
utilities.

ESB Annual Report 2015
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ELECTRICITY DEMAND

The traditional relationship between

economic growth and electricity
consumption is changing. Economic recession
has contributed to a reduction in electricity
usage but the pace of economic recovery is not
expected to be exactly matched by electricity
growth. Factors such as energy efficiency,
driven by both improvements in technology and
Governmental policies, will dampen growth in
electricity demand while national and international
climate change targets could create new demand
for electricity from sectors such as transport and
heat (which have large energy requirements and
need to reduce their carbon impact).

TRANSFORMATION AND

INNOVATION

The utility sector faces transformation from
a combination of energy technology,
[T-enabled and IT-led innovations, energy
efficiency, different business models, changing
customer behaviour and expectations. The
sources of change may be multiple, small-scale
and dispersed rather than a single catalyst and
there is no certainty as to the pace, timing or scale
of such transformation. ESB has expertise in this
area and is active directly and indirectly in many
areas of transformation and innovation.

ADJACENT SECTORS

Electricity generation is already on an

agreed path to full decarbonisation yet in
Ireland for exampile it still only represents one fifth
of total energy use nationally. It is clear that for
society as a whole to reduce its climate impact,
then other sectors must also decarbonise.
ESB believe that greater use of electricity has
a major role to play, particularly in sectors such
as transport and heat as these sectors must
inevitably move to reduce their carbon impact.

Communications infrastructure is arguably now
as central to a modern economy and society

as electricity. ESB has over many years used

its internal expertise and resources to serve the
commercial telecoms market in Ireland. SIRO,
the joint venture with Vodafone will provide high
speed, fibre-optic based communications, initially

to fifty towns throughout Ireland. There are
many other areas in Ireland, mostly rural, which
have been identified as having an inadequate
broadband service. There is a real challenge
for policymakers to put in place a national plan
to bridge this digital divide in Ireland which is
realistic and achievable.

MACRO-ECONOMY AND FUEL

MARKETS

The significant improvements in both
the ROl and UK economies in 2014 remained
throughout 2015 and this recovery is projected to
continue, however the energy sector is not seeing
the benefits of this recovery. The outlook remains
more challenging with regard to wider European
economic performance.

Fuel sources and projects whether traditional
(e.g- coal, gas), unconventional (e.g. shale gas)
or renewable (e.g. wind) are all being affected by
the ongoing global oversupply of traditional fuel
sources - see page 30 for further information on
global commodity prices in 2015.

GREAT BRITAIN (GB)

ENERGY MARKETS

In GB, the gap between supply and
demand has never been as tight as this winter
and last year's capacity auction process did
little to achieve the desired result of securing
significant, new, large scale capacity. The stated
intent to remove coal generation from the system
by the middle of the next decade, the ongoing
delays in developing new nuclear plants and
the strength of the economy are supportive of
ESB's view that, the UK energy market offers the
best potential for long-term growth within the
EU. Ultimately though, this will be dependent on
appropriate energy policy and pricing - see page
30 for further information on GB electricity prices
in 2015.

The uncertainty surrounding a potential exit by
the UK from the EU is likely to remain until 2017.
While ESB has investments in the UK such as
Carrington and the networks investment in NI,
ESB's conclusion based on a review of possible
scenarios, is that these investments would not be

significantly impacted in the short-to-medium
term even in the event of the UK exiting the EU.

RETURN ON REGULATED

ASSETS

The long-term nature of network
investments is an emerging strategic issue
as the uncertainty around the level of future
returns increases. This is related not only
to current price controls but to the fact that
long-term recovery of large-scale investments
face multiple regulatory review periods in
a context where changing demand and
disruption may impact the future use of such
assets.

FINANCIAL STRENGTH

ESB's profitability impacts on its credit

strength, gearing levels and the amount
available for future capital investments. ESB'’s
ownership of regulated networks brings
associated large-scale investment obligations,
so while it still has a presence across the
energy value chain it remains strongly weighted
towards regulated network assets.
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THE LINK BETWEEN THE BUSINESS
ENVIRONMENT AND THE ESB GROUP
STRATEGY

Three overarching themes link the business
environment and the ESB Group Strategy:

1. Uncertainty and Change

ESB is operating in an environment that is
unprecedented in terms of both the scale of
uncertainty and the potential pace of change.
This uncertainty is evident at economic, sectoral,
policy and market levels.

2. Adaptable and Responsive

Given such uncertainty about both the scale
and pace of change in aspects that impact

its business so fundamentally, ESB needs

to be both adaptable in terms of its strategic
direction and innovative to changes in the
environment, which would necessitate such a
change. Accordingly the ESB Group Strategy
seeks flexibility and diversity across a range of
dimensions, including the spread of businesses
across the energy value chain; a presence in
ROl and UK; a generation portfolio with a mix of
fuel types; and an openness to opportunities in
adjacent sectors.

3. Financial Strength

Underpinning ESB's capacity to deliver on the
ESB Group Strategy and to adapt and respond
to a changing environment is maintaining its
financial strength through a disciplined approach
to managing costs, investments and risks.

THE ESB GROUP STRATEGY TO 2025
Development of the ESB Group Strategy is
based on a vision of being Ireland’s foremost
energy company competing successfully in the
all-islands market.

The delivery of this vision is focused on the
overall goal of being a Strong, Diversified,
Vertically Integrated Utility (VIU). To deliver
this goal the following five priorities have been
identified:

B Generation / Supply Businesses of Scale
B Advanced Networks

B Sustainable Innovation

B Transformed Cost Structure

B Engaged and Agile Organisation

Progress against these priorities has been made
to date and is tracked using agreed SPls - see
page 23 for further detail.

@ A STRONG, DIVERSIFIED, VERTICALLY INTEGRATED UTILITY

THE ESB GROUP STRATEGY TO 2025 AND PROGRESS AGAINST KEY STRATEGIC PERFORMANCE

INDICATORS
2015 BUSINESS ENVIRONMENT

1.

Climate and Energy Policy

2.

Market Integration

3.

Electricity Demand

L.

Transformation and Innovation

5.

Adjacent Sectors

6.

Macro-Economy and
Fuel Markets

7.

GB Energy Markets

8.

Return on Regulated Assets

Financial Strength

For the short-to-medium term priorities, see pages 40 to 49 for business unit detail.

OVERARCHING THEMES

GENERATION / SUPPLY BUSINESSES OF SCALE

Uncertainty
and Change

Adaptable and
Responsive

Financial
Strength

£, ADVANCED NETWORKS

STRATEGIC PRIORITIES

A Strong Diversified VIU

ESB sees vertical integration as providing

balance and adaptability in the context of

such uncertain environments. ESB creates

value by managing and developing a

portfolio of investments across the energy value
chain. It also seeks to exploit its assets and expertise
in related adjacent markets. Through disciplined
financial management of business units, ESB retains
the flexibility to respond to external changes in the
environment.

In response to the integration of ROI, NI

and GB electricity markets, ESB will grow

the scale and capabilities of its generation,

trading and supply businesses so that they

can compete within this new all-islands competitive
environment. Recognising the long-term imperative to
decarbonise society, ESB will also invest to reduce
the carbon intensity of its power generation fleet and
increase the role of renewable energy in its fuel mix, in
line with the overall market and public policy.

Advanced Networks
ESB will work to deliver high quality and
affordable electricity networks for its
customers in both the ROl and NI. This will
include investment to underpin social and
economic development, security of supply and the
achievement of climate change targets.

Sustainable Innovation
Recogpnising that forces such as
decarbonisation, competition and
technological evolution will dramatically
change the operating context, ESB will
innovate to create and grow new opportunities in areas
directly adjacent to its core businesses.

Transformed Cost Structure
Increased competition, an uncertain
economic environment and the need to
fund future growth will require ESB to
operate with even greater efficiency. ESB will
enhance the cost-effectiveness of its business so that it
can survive and prosper in this new context.

Engaged and Agile Organisation
Q The delivery of the ESB Group Strategy
& will require an organisation that is flexible,
highly motivated and adaptable. ESB will
create a dynamic workplace that stimulates
and engages its people and that can respond quickly
and effectively to change.

SUSTAINABLE INNOVATION

(® TRANSFORMED COST STRUCTURE

STRATEGIC
PERFORMANCE

INDICATORS (SPls)

Manufactured Financial Strength

Financial

Intellectual

Human EBITDA

Social and

Relationship

Natural

Manufactured Total generation

Financial capacity (MW)

Intellectual All-islands

Human generation market

Social and share (% output)

Relationship Renewable capacity

Natural as % of total
generation capacity

Manufactured Regulated Asset

Financial Base (RAB)

Intellectual Smart meters /

Human grids

Social and

Relationship

Natural Wind energy
connected

Manufactured ~ Emerging

Financial Businesses

Intellectual

Human

Social and

Relationship

Natural

Financial Cost base

Human

Social and

Relationship

Financial Safety

Intellectual

Human

Social and

Relationship Engagement
Change
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BBB + rating

€1,348 million

4,827 MW

4%

13%

€9 billion

Project decisions to be made by CER
in 2016 on foot of their cost benefit
analysis review

Connections at end of 2015 now at
between 67% — 75% of the 2020
target range™

Novusmodus

— Plan to fully realise Novusmodus
Fund by 2021

— Ongoing investment and support for
portfolio companies

— Maximising learning transfer to new
ESB businesses

eCars

— Charging infrastructure installed and
enhanced for commercial operations

— Consulting on new pricing model

SIRO

- SIRO joint venture with Vodafone
launched June 2015

— SIRO connecting first customers
across Ireland

ESB International

— Review of ESB International services
and targets undertaken

— Updating offering to reflect changing
customer needs

€270 million in annual recurring cost
savings achieved against a target of
€280 million

58 LTls (Employees and Contractors)
New Safety Organisation Structure
established

New Safety IT system (SHIELD)
delivered in 2015

Staff survey completed

New reward model for new entrants

*Subject to verification

2025 TARGET

A- rating

€2,400 million

7,000 MW

7%

26%

€14 billion

CER requirements fully
implemented

Deliver network
connections to support
target of 40% renewable
energy by 2020

Exploit new investment
opportunities and

and significantly
increase ESB
International

external income

Competitive
cost structure

Zero injuries

High levels of
engagement and
performance

Fast, locally driven change

ENGAGED AND AGILE ORGANISATION
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EXECUTIVE TEAM

ESB Annual Report 2015

The Executive Team focuses on the ESB Group Strategy, technological and commercial developments, programme execution,
financial and competitive performance, people development, organisational development and Group-wide policies.

Pat O’'Doherty

Pat O’Doherty was appointed as Chief Executive
in December 2011. Prior to this he headed

up ESB's largest businesses as Executive
Director ESB International, Managing Director
ESB Networks and Executive Director ESB
Power Generation. He holds primary and
masters degrees in engineering from University
College Dublin. He completed the Advanced
Management Programme at Harvard Business
School. He is a trustee of The Conference Board
of the United States and a director of Energy UK.

Marguerite Sayers

Marguerite Sayers was appointed Managing
Director, ESB Networks Ltd. in November 2014.
An electrical engineer by profession, she joined the
Group in 1992 and has experience of working in
various technical and managerial positions in ESB.
She has a degree in electrical engineering from
University College Cork, a diploma in accounting
and finance from University of Limerick and a
diploma in project management from University
College Cork. Previously, she held the roles in ESB
Networks of Customer Service Manager for Dublin
South and Head of Asset Development. She was
Generation Manager in Generation and Wholesale
Markets where she was responsible for ESB's
generation portfolio.

Jerry O’Sullivan

Jerry O'Sullivan was appointed Deputy Chief
Executive in October 2014. Prior to this he was
Managing Director, ESB Networks Ltd. He joined
ESB in 1981 and held a number of positions

in Power Station Construction, Distribution and
Transmission, Retail, Contracting, Marketing

and Customer Service. He was appointed

Head of Network Services in 2002 and Head of
Sustainability and Network Systems in 2008. He
holds a degree in civil engineering from University
College Cork.

Jim Dollard

Jim Dollard was appointed to the position of
Executive Director for Business Service Centre
(BSC) and Electric Ireland in July 2013. An
accountant, Jim began his career at ESB in 1992
and has held a number of senior management
positions throughout the Group. Jim holds a
bachelor's degree in commerce from University
College Dublin.

John Redmond

John Redmond was appointed Company
Secretary in 2002. He was previously Group
Secretary and Senior Vice President Corporate
affairs of GPA Group plc. and subsequently
Company Secretary of debis AirFinance BV (an
associate of Daimler Chrysler) and of the SEC
registered Airplanes Ltd. From 1980 to 1988,
he worked in the Department of Foreign Affairs
and the Department of Finance. He is a graduate
of Maynooth University and holds postgraduate
qualifications in corporate governance from
Napier University, Edinburgh and from University
College Dublin. He became a Fellow of the
Institute of Chartered Secretaries in 1997.

Paul Mulvaney

Paul Mulvaney was appointed Executive Director,
Innovation in October 2014. Paul joined ESB

in 1985 and has held a number of senior

management positions, including Manager Great
Island and Moneypoint Generation Stations, Group
Manager Coal / Oil / Gas Stations, Asset Manager
Power Generation and Programme Manager
Corporate Change. He was appointed Managing
Director of eCars in 2009 and Head of Distribution
and Customer Service, ESB Networks in 2012.
Paul holds a degree in mechanical engineering
and has completed the advanced management
programme at the IESE Business School in the
University of Navarra, Spain.

Donal Flynn

Donal Flynn was appointed Group Finance
Director in August 2010. Prior to joining ESB
Donal worked in Airtricity and was its Chief
Financial Officer from February 2008 when SSE
acquired Airtricity. Donal worked in a number of
finance roles with General Electric from 1998 to
2003. He qualified as a chartered accountant with
Arthur Andersen. Donal holds a bachelor's degree
in commerce and a master’s degree in accounting
from University College Galway and University
College Dublin, respectively.

Pat Naughton

Pat Naughton was appointed Executive Director
Group People and Sustainability in 2012. A
mechanical engineer by profession, Pat has worked

in a variety of roles since joining the Group in 1978.
He previously held senior positions as HR Manager
ESB Energy International, Manager Strategy and
Portfolio Development ESB Energy International
and Manager of Hydro Stations, ESB Power
Generation.

Paddy Hayes

Paddy Hayes was appointed Executive Director,

Generation and Wholesale Markets in June 2012.

Previously he held various senior management

positions in ESB including Head of Independent

Generation and Manager Energy Portfolio.

Prior to joining ESB in 1999, Paddy worked
in a number of roles with British Steel. He is a

chartered engineer and holds a master's degree

in engineering from University College Dublin and
an MBA from the University of Warwick, UK.

Jerry O’Sullivan
Deputy Chief Executive

Donal Flynn
Group Finance

Marguerite Sayers
ESB Networks

Paul Mulvaney
Innovation

EXECUTIVE TEAM

II Pat O’'Doherty
Chief Executive

John Redmond
Company Secretary

Paddy Hayes
Generation and
Wholesale Markets

Jim Dollard
BSC and Electric Ireland

Pat Naughton
Group People and
Sustainability
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MARKET STRUCTURE AND
OPERATING ENVIRONMENT 2015

1. OVERVIEW OF THE ELECTRICITY
MARKETS STRUCTURE IN THE
REPUBLIC OF IRELAND (ROI) AND
NORTHERN IRELAND (NI)

The structure of the electricity market in ROl and
NI can be divided into four segments: generation,
transmission, distribution and supply. Electricity
generation and supply are open to full competition
throughout the island of Ireland. Electricity
transmission and distribution are regulated
monopolies in ROl and NI, with the respective
regulator determining the allowed revenue for the
price review period (five years).

Energy Policy and Regulation

Energy policies are set by the Minister for
Communications, Energy and Natural Resources
in ROI and the Minister for Enterprise, Trade and
Investment in NI. Energy policy and regulation are
heavily influenced by European Union (EU) law.

The Commission for Energy Regulation (CER) is
the independent regulator of the energy market

in ROI. The Northern Ireland Authority for Utility
Regulation (NIAUR) is the independent regulator of
the energy market in NL.

Single Electricity Market (SEM)
The SEM is the single wholesale market (pool) for
electricity in ROl and NI. SEM is a mandatory gross

SINGLE ELECTRICITY MARKET (SEM)

Generators
submit
bids

Generators

Generators
receive
SMP

pool, so all generators have to sell and suppliers
have to buy power through the pool. The pool sets
the spot price for electricity, known as the System
Marginal Price (SMP) every half hour. Generators
also receive separate payments for the provision

of stable generation capacity through the capacity
payment mechanism. Price volatility in the pool is
managed by generators and suppliers entering into
fixed financial contracts (contracts for differences).

Integrated Single Electricity Market (I-SEM)
I-SEM will address a number of emerging

issues for the current market design, resulting

from changes in generation, demand and
interconnection. Efficient implementation of the

EU Target Model, which is a set of harmonised
arrangements for cross-border trading of wholesale
energy and balancing services across Europe, is
the main driver for the introduction of I-SEM. I-SEM
is expected to replace SEM in October 2017. In
response to these proposed changes, ESB has
established I-SEM programmes to ensure that the
business is ready for new market arrangements.

In response to binding national and European
targets, EirGrid Group began a multi-year
programme, known as, Delivering a Secure,
Sustainable Electricity System (DS3). The aim of
the DS3 Programme is to meet the challenges of
operating the electricity system in a secure manner

Suppliers
take power
at SMP

Suppliers

pay
SMP

while achieving the 2020 renewable electricity
targets. The DS3 Programme is designed to
ensure that the power system can securely
operate with increasing amounts of variable non-
synchronous renewable generation (e.g. wind)
over the coming years.

Electricity Networks

The electricity transmission system is a
high-voltage network for the transmission of
bulk electricity supplies. The distribution system
delivers electricity to individual customers over
the 38kV / medium / low voltage networks. In
ROI, ESB owns the transmission and distribution
system network and operates the electricity
distribution system network, EirGrid operates
the transmission system network. In NI Northern
Ireland Electricity Networks (NIE Networks)
owns the electricity transmission and distribution
system network and operates the electricity
distribution system network. System Operator
for Northern Ireland (SONI) operates the
transmission system network.

Interconnection

For geographical reasons, the electricity
transmission systems on the island of Ireland
are isolated compared to systems in mainland
Europe and in Great Britain (GB). The Moyle
Interconnector links the electricity grids of NI

Customers
consume
power

<

Customers

pay
suppliers

V

Wholesale Market

V

Retail Market
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and Scotland through submarine cables
running between converter stations in NI UL LAZ e 2 G B LA } Bo%eoais
and Scotland. The link has a capacity of 500 %5 ———Danske Ceq% olse
MW. The East-West Interconnector links %ﬁ\ 3%
Viridian §

the electricity transmission system in ROI to
the electricity transmission system in Wales,
enabling two-way transmission of electricity.
The East-West Interconnector runs between
Deeside in north Wales and Woodland,
County Meath in ROI. Approximately 260
kilometres in length, the underground and
undersea links have the capacity to transport
530 MW. ESB is an active participant in the
interconnectors and was responsible for
349% of total imports and 4% of total exports
during 2015.

Electricity Generation

The SEM generation sector comprises
approximately 12,785 MW of capacity
connected to the system on an all-island
basis. The capacity connected to the system
includes a mix of older generation plants
alongside modern combined cycle gas turbine
(CCQGT) plants and renewable energy sources
such as wind power. These stations generate
electricity from fuels such as gas, coal and

oil as well as indigenous resources including
hydro, wind, peat and biomass.

SEM has 2,963 MW of wind installed which
is key to the Government's target for 40% of
electricity to be generated from renewable
resources by 2020. Wind contributed to 21%
of generation in 2015, up from 18% in 2014,
with a maximum wind output of 2,514 MW
being recorded in January 2015. ESB was
responsible for 49% of generation in SEM

in 2015.

2015 saw good availability of baseload
thermal generation in SEM, with gas and coal
continuing to dominate generating fuels in
the market. SSE's new Great Island CCGT
unit in County Wexford went into commercial
operation in April 2015 which removed 240
MW of oil units from the system and replaced
it with 464 MW of gas.

27% O\ = \\\\\\\\Xﬁ Eecyorue

Nz

N~ ESB

34%
RWE
12%
TOTAL INTERCONNECTOR EXPORTS B°§°/%a‘s
Cenergise
T 3%
SSE
29% \
Danske
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Electricity Trading

The electricity and gas markets in GB, ROl and

Nl are linked in two ways, firstly through gas

being used for electricity generation and secondly
through the physical interconnection of electricity
and gas networks. In common with a number of
other companies in the Irish market ESB is active
in both Irish and GB markets in gas and electricity.

In addition to ESB's generation interests, ESB

is active in all sectors of the gas market from
residential to large commercial and is one of the
biggest gas shippers on the island.

ESB is continuing to grow in the electricity and
gas markets and key developments in 2015
included the commercial operation of Woodhouse
Wind Farm in County Waterford, contract
signing for Tilbury biomass plant in Essex and the
continued build of the Carrington CCGT plant
near Manchester. Supporting this activity ESB
Trading has a full trading capability up to real
time with a 24 hour trading presence in gas and
electricity markets.

2. OPERATING ENVIRONMENT
THE GLOBAL ENERGY MARKETS

Gas Prices

The global gas market in 2015 was oversupplied,
due to increased availability of Liquefied Natural
Gas (LNG) and higher than normal temperatures,
which put downward pressure on price, falling
from 50p/therm to 31p/therm throughout the year.

Coal Prices

Coal prices decreased this year falling from
$67/tonne at the beginning of the year to a low
of $47/tonne by December. The downward
movement has been driven by a combination of
an oversupplied global coal market, weak demand
from coal consuming countries and falling oil

prices.

Carbon Prices

Carbon prices increased throughout the year
especially during the second and third quarter
when the highest price in a three year period
was recorded at €8.70/tonne. Carbon price

movements are strongly linked to policy decisions
and implementation at an EU level rather than
commodity prices.

SEM Wholesale Electricity Prices

The System Marginal Price (SMP) in SEM is
made up of two components, the short-run
marginal cost of production (SRMC) which is the
cost of fuel (typically 75%) and uplift, which is the
recovery of start-up and no-load costs - these
are fixed costs which do not vary with the level of
output (typically 25%).

In 2015, 76% of generation was met by fossil
fuels, predominately gas and coal. With gas
CCGT units being the most efficient units on the
system, the wholesale gas price is very closely
linked to the SMP. Year on year, the 2015 SMP
has decreased by 10%, which has been driven
by the fall in gas prices and coal prices and
increased renewables in the market.

The year started off with very volatile prices
following Storm Rachel leading to price highs of
€740/MWh on 11 March 2015 to lows of
€0/MWh on 9 and 12 March 2015. Summer
prices were more stable, reflecting falling
commodities, good system availability and low
wind. Winter prices were unseasonably low,

with higher than normal temperatures reducing
demand and winter storms increasing the amount
of wind on the system. The Christmas period
again saw very volatile prices during Storm Eva
with highs of €412/MWh on 17 December 2015
to lows of €0/MWh on 19 December 2015. The
year closed out with an average price of €50.83/
MWh (2014: €56.63/MWh).

GB Electricity Prices

GB power prices decreased throughout the year.
The fall in prices was driven by falling fuel (coal
and gas) prices. The fall in fuel prices was more
than offset by the increase in Carbon Price Floor
(a measure introduced as part of the Electricity
Market Reform to incentivise low-carbon
investment), which increased from £9.55/tonne to
£18.08/tonne in April 2015. The year began with
some volatile prices, as temperatures fell below
normal, increasing prices towards the end of the

first quarter. The rest of the year prices decreased,
in line with the fall in fuel prices. The 2015 average
price was £40.21/MWh a decrease of 4% on
2014 prices.

The GB capacity auction took place in
December 2015 for 2019 with 46.35 GW
(2014: 49.30 GW) of capacity procured at a
clearing price of £18/kW (2014: £19.40/kW).
ESB withdrew its Corby plant before the auction
cleared. ESB's new CCGT, Carrington secured
a one year contract. See page 40 for more detail
in relation to the auction.

ESB Annual Report 2015
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COMMODITY PRICES 2015
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KEY PERFORMANCE

01
_|
m
FINANCIAL OPERATIONAL Q
(1 4 H H ) >
EBITDA (€'m) Net Debt (€'m) Capital Expenditure (€‘m) Plant Availability MW Renewable Operational Customer Minutes Lost %
(CMLs) T
6 m
2,500 e 1,000 o A
' a639 H975 ' 960 o 92% 410 200 2
2,000 4,144 950
4,000 404 B ;§>
1500 1,842 4551 1,348 e L 90% 89% 400 150 146 8
al
1,000 850
' 2,000
£25 88% e
500 800 390 384 384 100
86%
o 2013 2014 2015 ! 2013 2014 2015 o0 2013 2014 2015 e
380 50
84%
KPI DEFINITION STRATEGIC RELEVANCE PERFORMANCE STRATEGIC
PRIORITY
: : . . . . 829% 370 0
EBITDA Earnings before interest, EBITDA is a key measure of the cash The increase in EBITDA in ’ 2013 2014 2015 20183 2014 2015 2013 2014 2015
taxation, depreciation, generated in the Group during the year which 2015 is related to the improved 02
impairment, amortisation and is then available for strategic investments, availability of generation plant. For KPI DEFINITION STRATEGIC RELEVANCE PERFORMANCE STRATEGIC
exceptional items repayment of debt and dividend payments. further detail see finance review PRIORITY 8
36. L L - L .
N = : e NEWEEE e e Zagz = : : Plant Percentage of the time in the year Delivering strong operational Plant availability has improved g
et De orrowings and other debt net et debt is a meas t t debt cont t iabili ; ; J ;
9 . P e Jee S e CI2CS Availability that generation plant was available  performance across ESB's on 2014 due to improved 2
of cash and cash equivalents Group is and |.f it is line with its key covenants. as ESB progresses its capl_tal _ to produce electricity, whether they  generation plant through availability across the fleet most Z
Net debt continues to grow as ESB partly investment programme, which is generated or not best practice operations and notably in Moneypoint (915 m
funds |t§ capital investment programmes with  being partly financed by add‘|t|ona| maintenance and timely completion MW coal plant) which had a 8
borrowings. borrowings. For further detail see of overhauls is critical to ESB's number of significant outages S
finance review page 36. commercial performance. in 2014. 2
Capital ) Additions for property, plant !ESB is in a period of significant capital The decrease in capital & MW Renewable  Total MW's of renewable generation ~ Renewable generation is key to The increase of 20 MW relates >
Expenditure and equm.ent, |nltang|ble investment fqr both its Networks businesses expendlt'urelln 2015 relates to Al Operational where the assets have reached their  ESB's objective to reduce the to Woodhouse Wind Farm (Z)
assets and financial asset and Generation and Wholesale Markets a reduction in the spend on the commercial operation date carbon intensity of its generation which went into commercial m
investments (G&WM). This is so that ESB can develop Carrington CCGT as it nears fleet. operation during 2015.
he electrici k ithi letion. For furth il . . . . . L .
:h: :Iﬁic;tgﬁzy ::vti\:;%rm::td compete within E:;T:\F;:trl(e)\r:iev:r :1 g;detal see Customer The average duration of interruptions  The reliability of the grid and The increase in minutes lost in
' pag ’ Minutes Lost (planned and fault) for all customers ~ minimising interruptions to 2015 relates to a significant
CUSTOMER AND MARKET (CMLs) ESB during the year customers is of key importance to maintenancg programme
Networks ESB. undertaken in 2015.
Market Share Residential Customer Satisfaction Brand Awareness
PEOPLE
50% 100% ) 90% 100% 95% 95%
89% 84% 83% Headcount Employee LTIs
40% 37% 37% 38% 80% 80% 60
30 60% 60 7,500  7:490
o o 0 7,149 7,305 - 51 03
m
20% 40% 40% 6,000 )Z>
40 =
10% 20% 20% o
4,500 29 30 >
30 —
%)
o 2013 2014 2015 o 2013 2014 2015 o 2013 2014 2015 =
3,000 20 m
=
KPI DEFINITION STRATEGIC RELEVANCE PERFORMANCE STRATEGIC 1500 0 2
PRIORITY @
Market Share Total Single Electricity Market Retention and growth of market share is key Through a continued focus on 5 5
(SEM) all-island market share to ESB so that it can compete within the competitively price products and 2013 2014 2015 2013 2014 2015
all-island competitive environment. strong customer service Electric
Ireland has marginally increased KPI DEFINITION STRATEGIC RELEVANCE PERFORMANCE STRATEGIC
overall market share to 38%. PRIORITY
Residential Provides a measure of residential ESB strives to provide excellent customer ~ Customer satisfaction has reduced Headcount  Average number of employees in the  The delivery of the strategy will The increase in headcount is to ensure
Customer customer satisfaction service and introduce new initiatives to due to increased competition and year including temporary employees  require an organisation that is of a effective succession planning. 179 &O
Satisfaction (Source: Research Perspective improve their customer experience in order  the high level of discounts being employed by ESB certain scale and is flexible, highly apprentices and graduates were &‘&
Monthly Survey Results) to retain market share. offered by competitors. motivated and adaptable. recruited during the year.
Brand Awareness of Electric Ireland as an ~ Maintain the Electric Ireland brand asthe ~ Continued to be strong at 95% as Employee  Employee LTls are work-related Safety is a core value of the Group.  The number of LTls in 2015 is lower than -
Awareness Energy Supplier (Source: IPSOS  leading energy supply brand in Ireland. a result of marketing, sponsorship LTis injuries that involve an absence of at  ESB continue to focus on reducing 2014 as ESB focuses on reducing risks & =
Customer Survey Results) and promotional campaigns during least one day (not including the day  risks in the business that gives rise in the business that give rise to injurious g
the year. the injury occurred) to injuries. incidents.

@ A STRONG, DIVERSIFIED, VERTICALLY INTEGRATED UTILITY GENERATION / SUPPLY BUSINESSES OF SCALE @ ADVANCED NETWORKS SUSTAINABLE INNOVATION @ TRANSFORMED COST STRUCTURE ENGAGED AND AGILE ORGANISATION
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FINANCE REVIEW

| W liquidity position of €1.5 billion.39
2
£ w

Donal Flynn, Group Finance Director

FIGURE 1: FIVE-YEAR SUMMARY

662015 has been a solid year for ESB. After tax profits are up from €215 million to €286 million
and ROCE is up from 6.0% to 6.5%. At the core of this pick up in performance is the improved
availability of our generation plant from 86% to 92%. ESB also finished the year with a strong

2015 2014 2013 2012 2011

€'m €m €m €m €m

Revenue and other operating income before exceptional items! 3,364 3,293 3,445 3,295 2,995
Operating profit before exceptional items? 635 552 684 576 469
Adjusted profit before taxation® 381 307 450 351 283
EBITDA excluding exceptional items* 1,348 1,301 1,342 1,256 1,121
Capital expenditure 873 960 825 765 883
Net debt 4,975 4,639 4,144 4,414 4,324
Gearing (%)° 55% 53% 48% 53% 52%
Total assets 13,157 12,973 12,782 12,600 12,539

' Before the following exceptional items: 2015: impairment charge (€104 million). 2014: profit on asset disposal (€38 million) and non-cash gain (€94 million). 2013: profit on asset disposal

(€95 million).

2 Before the following exceptional items: 2015: impairment charge (€104 million). 2014: profit on asset disposal (€38 million) and non-cash gain (€94 million). 2013: profit on asset disposal

(€95 million). 2012: staff exit costs (€161 million).

3 Adjusted profit before tax: The profit before tax figure adjusted for exceptional items and the fair value movements on interest rate swaps.

*Before the following exceptional items: 2015: impairment charge (€104 million). 2014: profit on asset disposal (€38 million) and non-cash gain (€94 million). 2013: profit on asset disposal

(€95 million). 2012: staff exit costs (€161 million).

5 Excludes joint ventures.

exceptional items at €3,364 million has

REVENUE
Revenue and other operating income before

increased by €71 million compared to 2014

(€3,293 million).

The increase is driven by improved availability in

Generation and Wholesale Markets (G&WM)

and new large contracts in Electric Ireland.

FIGURE 2: SUMMARISED INCOME
HIGHUGHTS
EXCEPTIONAL ITEMS: B 20
€m £€m
€ 6 3 5 million ,
Revenue and other income 3,364 3,293
PROFIT AFTER TAX: Operating costs (2,729) (2,741)
€ Q 8 6 m I | |I on Opera.ting Profit 635 552
Exceptional items (104) 132
CAPITAL EXPENDITURE: Operating profit after 531 684
€ 8 7 8 . exceptional items
mi l ||on Net finance costs (245) (243)
2015 DIVIDENDS: Fair value movements on 30 (225)
financial instruments
€ 7 9 mi | | ion‘ Share of equity accounted ) (&)
OPERATING COSTS SAVINGS investees loss
ACHIEVED SINCE 2010: Profit before tax 307 214
Tax (charge) / credit (21) 1
€27O million Profit after tax 286 215

" See note 17 for dividend details
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OPERATING COSTS

Overall operating costs at €2,833 million have

increased by €92 million.

B Fuel and other energy costs have marginally
decreased by €7 million on 2014 levels driven
by lower gas costs.

B Depreciation at €745 million is up €14 million
on 2014 due to the larger asset base in 2015.

B Employee costs at €421 million are up €7
million on 2014 as a result of an increase in
headcount.

B Operating and maintenance costs have
increased by €24 million. This has been driven
by higher operating costs in Northern Ireland
Electricity Networks (NIE Networks) associated
with the strengthening of GBP. Excluding the
impact of foreign exchange these costs are flat.

B Following impairment reviews of the generation
assets it was decided to recognise an
impairment charge of €104 million in relation
to Corby Power Limited (€58 million) and
Coolkeeragh ESB Limited (€46 million). These
impairment charges reflect lower Great Britain
(GB) wholesale electricity prices in 2015 as
well as a lower market running for Coolkeeragh.
Further detail in relation to these impairments is
included in notes 4 and 10.

A detailed breakdown of the operating costs by
business segment is provided in note 2.

FIGURE 3: OPERATING COSTS INCLUDING IMPAIRMENT

2015 2014

€m €m

Fuel and other energy costs 1,088 1,095
Depreciation and amortisation 745 731
Employee costs 421 414
Operating and maintenance costs 475 451
Impairment (exceptional item in 2015) 104 50
Total operating costs including impairment 2,833 2,741

EXCEPTIONAL ITEMS
The 2015 exceptional items relate to the impairment
and are described in operating costs above.

OPERATING PROFIT AFTER
EXCEPTIONAL ITEMS

Operating profit after exceptional items has
decreased by €153 million. The decrease is
driven by the following:

B Exceptional gains in the prior year 2014 (€132
million). These gains related to:
— The profit on disposal of ESB's interest
in Bizkaia Energia SL and ESBI Facility
Management Espafia SL to an affiliate of
ArcLight Capital Partners, LLC (€38 million).
The proceeds from the sale of these assets
were used to fund part of the special dividend

FIGURE 4: RECONCILIATION OF OPERATING PROFIT 2014 TO 2015

700 132

54

of €400 million agreed with the Government in
2012.

— The non-cash gain reflecting the fair value of

ESB's 50% share in SIRO with Vodafone (€94
million).

B Higher impairment costs in 2015 of €54
million.

B Higher operating costs in 2015 (excluding
impairment) of €38 million — see operating
costs for further detail.

B Offset by higher gross margin in 2015 of €71
million primarily in G&WM driven by improved
availability in the generation plant (2015: 92%
v 2014: 86%).

The movement in operating profit between

2014 and 2015 is set out in the reconciliation of
operating profit 2014 to 2015 in Figure 4.
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EBITDA

EBITDA excluding exceptional items for 2015 at
€1,348 million is €47 million higher than 2014. This
increase is driven by higher energy margins offset by
higher operating costs excluding depreciation.

ADJUSTED PROFIT BEFORE TAXATION
Adjusted profit before taxation has increased by
€74 million to €381 million (2014: €307 million).
This increase is driven primarily by the higher
gross margin as described previously.

FIGURE 5: RECONCILIATION OF

ADJUSTED PROFIT BEFORE TAXATION

2015 2014
€m €m
Profit before taxation 307 214
Exceptional items 104 (132)
Fair value movement on (30) 225
interest rate swaps
Adjusted profit before 381 307
taxation

TOTAL FINANCE COSTS
Total finance costs for 2015 are €253 million
lower than 2014 charges

FIGURE 6: TOTAL FINANCE COSTS

2015 2014
€m £€m
Net interest on borrowings 206 199
Financing charges 40 45
Finance income ©) (1)
Net finance costs 245 243
Inflation Linked Interest
Rate Swaps (30) 245
Fair value losses on
financial instruments : (20
Total finance costs 215 468

FIGURE 7: SUMMARISED CASH FLOW STATEMENT

2015 2014

€m €m

EBITDA (excluding exceptional items) 1,348 1,301
Provision utilisation and other movements (185) (64)
Interest and tax (306) (299)
Net cash inflow from operating activities 857 938
Sale proceeds 7 61
Capital expenditure (786) (920)
Other 33 28
Net cash outflow from investing activities (746) (831)
Net cash outflow from financing activities (124) (338)
Net decrease in cash (13) (231)

The increase in net interest on borrowings SEGMENTAL PERFORMANCE

relates to the impact of strengthening GBP on
GBP interest payments and higher debt levels.

Financing charges have reduced as a result of a
decrease in the discount rate used to calculate
them.

In 2014 the Group and its counterparty banks,
agreed a restructuring of the inflation linked
swaps. This, associated with the low interest rate
environment in the UK, resulted in a significant
negative fair value movement in 2014. The slight
recovery in interest rates in 2015 resulted in a
positive fair value movement this year. Further
detail is included in note 20.

TAXATION

Higher tax charge of €21 million primarily due
to a lower deferred tax credit year on year
(2% change in UK tax rate).

The Group is organised into five main
reportable segments or strategic divisions,
which are managed separately. Details on
the financial performance of the business
segments are included in the business unit
review sections pages 40 to 47 and in
note 2.

NET DEBT AND GEARING

The increase in net debt to €5.0 billion in
2015 from €4.6 billion in 2014 reflects
continued capital investment, finance costs,
the weakening of the euro and dividend
payments in 2015.

The gearing level of 55% is 2% higher than
2014 reflecting higher net debt. During the
year total assets increased to €13.2 billion
from €13.0 billion, reflecting the ongoing
capital investment programme of the Group.
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FIGURE 8: CAPITAL EXPENDITURE
494 176 135 68
2015 VFeeee—————————— —
Total: €873 million
448 340 102 70
01, e ——|
Total: €960 million
M ESB NETWORKS GENERATION & WHOLESALE MARKETS NIE NETWORKS B OTHER SEGMENTS
CAPITAL EXPENDITURE TREASURY MANAGEMENT specifications of the Minister for Finance issued

Capital expenditure totalled €873 million in
2015, this is a decrease of €87 million on 2014
investment levels.

Capital investment in the networks businesses
continued in 2015 with €629 million invested
in the networks infrastructure in the Republic
of Ireland (ROI) and Northern Ireland (NI). This
expenditure is based on the five-year capital
expenditure programmes agreed with the
respective regulators in ROl and NI.

Expenditure in G&WM in 2015 includes €93
million invested in the construction of the
Carrington CCGT power station in Great Britain
(GB), a decrease of €168 million on 2014

as the plant nears completion. This project is
expected to reach commercial operation in
2016. A further €83 million has been invested
in the generation business, of which €66 million
relates to plant overhauls and €17 million to
renewable projects.

FRAMEWORK FOR TREASURY AND

TRADING OPERATIONS

The main financial risks faced by the Group

relate to:

B Liquidity and maintenance of access to the
debt markets

B Foreign exchange volatility

B Interest rate movements on the Group's
existing and projected future debt portfolio

B Fuel commodity price movements

B Counterparty credit exposure

B Operational risk, including exposure to fraud
and error

Group Treasury is responsible for the day-to-day
treasury activities of the Group, and therefore

for the management, in whole or in part, for each
of these financial risks. Some of these risks

can be mitigated through the use of derivative
financial instruments, and where appropriate such
instruments are executed in compliance with the

under the Financial Transactions of Certain
Companies and Other Bodies Act 1992.

This Act enables ESB to enter into derivative
contracts to eliminate or reduce the risk of loss
arising from changes in interest rates, currency,
commodity prices or other factors similar in
nature. IAS 39 hedge accounting is applied to
the Group's derivative positions where possible.
Where derivative instruments held do not qualify
for hedge accounting, they are nevertheless
regarded as good economic hedges.

The Finance and Investment Committee of the
Board is updated on an ongoing basis on key
treasury matters. Group Treasury's approach
to the management of the key financial risks of
ESB is set out in note 26.
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FUNDING AND LIQUIDITY

The Group's funding operations are of
strategic importance and support capital
expenditure, the refinancing of maturing debt
and the maintenance of adequate liquidity.

To this end, a number of milestones were
achieved in 2015 to secure the funding and
liquidity position of the Group. In January
2015, the Group's Revolving Credit Facility,
agreed in February 2013, was amended

and extended. The amendment, agreed

with a group of fourteen leading Irish and
international banks, increased the size of the
facility from €1.40 billion to €1.44 billion,
combined with a significant reduction in
pricing. The facility provides ESB with a very
substantial level of standby liquidity for the next
five years, with an option for a further two year
extension, to 2022.

In June 2015 ESB issued a €500 million
fixed-rate bond at a coupon rate of
2.125%, which will mature in June 2027.
The majority of the proceeds were used to
buy back a portion of a €600 million five
year 6.25% bond issued in September
2012. This successful bond placement and
buy-back helped the Group to extend the
average maturity of its long-term debt at very
competitive rates.

Following these transactions, the weighted
average interest rate on the Group's portfolio
of outstanding borrowings at 31 December
2015 was 5.4%, and the weighted average
duration of such borrowings as at that date
was six years. Group Treasury will continue
to actively manage its debt maturity profile

to secure its liquidity position, and to further
reduce the average rate and increase the
average tenor of the Group's debt portfolio.

The Group's debt management strategy
targets a debt portfolio profile with a diverse
mix of counterparties, funding sources and
maturities. Structured non-recourse and
limited recourse financing is used where
appropriate, taking into account funding costs
and the need for risk mitigation. All borrowing

facilities are in compliance with the Electricity
Acts and relevant regulatory requirements and
Group Treasury maintains diversity in ESB's
lender base in order to achieve a strategic
spread of risk.

ESB's funding position reflects its underlying
financial strength and credit ratings of at
least BBB+ (or equivalent) from all three major
agencies. ESB's debt maturity profile as set out
in Figure 9 on page 39 is in a positive position,
particularly in the context of strong ongoing
EBITDA performance (€1.3 billion in 2015)
and liquidity of €1.5 billion (between cash and
undrawn committed facilities) at 31 December
2015. The Group continues to proactively
manage its borrowings repayment profile and
maintains its ability to fund in the future through
close ongoing engagement with its banks,
investors and credit rating agencies.

FOREIGN EXCHANGE AND
INTEREST RATE RISK MANAGEMENT
The vast majority of the Group's business

is located in the Republic of Ireland (ROI

and the United Kingdom (UK). Accordingly,
operating and investing cash flows are mainly
denominated in either euro or sterling. The
main exception to this are coal purchases,
which are generally denominated in US
dollars. Foreign currency exposures are
managed using currency derivatives such as
forward purchase contracts.

The Group's policy is to finance its euro
denominated business by borrowing directly
in euro or to convert any foreign currency
borrowing to euro through the use of
derivative instruments. Investments in the UK
(including NIE Networks, and the Carrington
power plant currently under construction)
are generally funded by sterling denominated
debt. Approximately 58% of ESB's debt is
denominated in euro, with the remaining 42%
in GBP.

The Group's interest rate policy is to maintain
a significant majority of its debt at fixed (or
inflation linked) interest rate to maturity, with

a minimum of 50% fixed (or inflation linked) at
all times. Currently 77% of the Group's debt
is fixed to maturity and another 15% is inflation
linked.

COMMODITY PRICE RISK

The volatility of the fuel prices required for
ESB's electricity generation activities is a
feature of the business. The resulting exposures
to fuel price movements on future earnings are
managed by ESB on a selective hedging basis.
ESB has entered into forward commodity price
contracts in relation to gas, coal and carbon
emissions allowances for up to three years
ahead in order to reduce the Group's exposure
to movements in wholesale electricity prices
arising from such commodity price fluctuations.
The Group's supply business, Electric Ireland,
provides a natural hedge in this regard.

COUNTERPARTY CREDIT RISK

The Group is exposed to credit risk from the
counterparties with whom it holds its bank
accounts and transacts within financial and
commodity markets. The Group’s policy is
to limit exposure to counterparties based on
assessments of credit risk. Exposures and
related limits are subject to ongoing review
and monitoring in each business unit, and, on
a Group-wide basis, by the Group Trading
Committee (GTC). Dealing activities are
controlled by establishing dealing mandates
with counterparties.

In general, counterparty credit limits set by the
GTC are closely linked to the credit rating of
each counterparty as determined by the leading
credit rating agencies, although other factors,
including security provided and the legal
structure of the transaction, may also be taken
into account. The limit set for a counterparty is
the amount by which the sum of the settlement
amount, the mark to market value and the
potential future exposure may not be exceeded,
and these positions are reviewed on a regular
(up to dalily) basis.
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FUTURE OUTLOOK

The rapidly changing economic and regulatory
environment, and volatility in market prices,
continue to pose challenges to the delivery

of ESB's programme of energy infrastructure
investment, and other targets set out in the
ESB Group Strategy. In order to position itself
to successfully adapt to these challenges, over

the past twelve months the Group has taken the
opportunity to significantly improve its liquidity
position, to address spikes in its debt maturity
profile, and to reduce the cost of borrowings.

Future operating cash flows arising from electricity

revenues and associated fuel procurement
and foreign currency requirements have been
appropriately hedged to mitigate risk.

FIGURE 9: ESB DEBT MATURITY PROFILE AT 31 DECEMBER 2015

€900m
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Building on the progress of the past year, the
Group's treasury management strategy is to
continue to develop and avail of opportunities

to support the growth and transformation of the
Group, through ensuring access to funding at
the best available cost and duration, and through
robust processes to identify and manage risk in
an increasingly complex environment.

2025 2026  After 2026
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GENERATION AND WHOLESALE
MARKETS (G&EWM

OPERATING PROFIT

2015 €1 87 million

2014 €162 million

CAPITAL EXPENDITURE

2015 €1 76 million

2014 €340 million

OVERVIEW

The G&WM business develops, operates
and trades ESB'’s electricity generation
assets. The portfolio consists of 4,827 MW
of thermal and renewable generation assets
in operation across the Single Electricity
Market (SEM) and Great Britain (GB), with
a further 1,017 MW under construction.

With a strong focus on safety, G&WM

delivers value by:

B Providing wholesale and traded products
to meet market needs

B Offering system services to support
robust and reliable electricity grids

B Optimising the operation of the ESB
generation portfolio

B Delivering new generation assets to drive
decarbonisation of electricity

B Acting positively in communities local
to construction projects and operating
assets

662015 was a positive year for Generation and Wholesale
Markets. There was good progress on the development and
construction of new assets, while strong performance from
both trading and generation underpinned an operating profit
(before exceptional items) of €241 million on a turnover of
€1.4 billion. After the exceptional charge of €104 million for
impairments operating profit is at €137 million.99

Paddy Hayes, Executive Director, Generation and Wholesale Markets

FINANCIAL PERFORMANCE

G&WNM's operating profit (including exceptional
items) at €137 million is down €25 million on 2014.
This reflects an improvement in gross margin of
€72 million related to strong plant availability offset
by a €5 million increase in operating costs together
with additional impairment charges in 2015 of €564
million, compared to an exceptional gain in 2014
(€38 million) relating to the sale of a 50% stake in
Bizkaia Energia SL and ESBI Facility Management
Esparia SL.

The G&WM 2015 total impairment charge of
€104 million consists of a charge of €568 million
for Corby Power Limited resulting from forecast
wholesale electricity prices together with a charge
of €46 million for Coolkeeragh ESB Limited
related to a reduction of the plant’s running in the
energy market.

Capital expenditure was €164 million lower,
reflecting a reduction in the investment in the
Carrington plant as it nears completion.

OPERATING ENVIRONMENT

The operating environment was challenging in
both GB and the SEM during 2015. Although
there was a slight growth in SEM electricity
demand, gas prices reduced, in turn reducing
SEM electricity prices and putting downward
pressure on margins from coal and hydro plants.
These adverse market movements were mitigated
to some extent by longer-term hedges and this
also moderated the impact lower gas prices
had on margins from gas plants. G&WM'’s
performance benefited also from excellent
generation plant availability and output during
2015 with strong performance from all assets.

Thermal generation assets operate under strict
environmental legislation and G&WM has been
preparing for the introduction of the Industrial
Emissions Directive (IED), which came into
force in January 2016. This involved making
choices about the longer term operating
regimes for a number of older generation plants
and these decisions have been registered with
the relevant regulatory authorities. A major
environmental investment of €353 million was
completed in Moneypoint coal station by 2010
in order to be able to meet the standards of
the IED.

The new Integrated Single Electricity Market
(I-SEM) proposed by regulators and due to
launch in quarter 4, 2017, will result in a very
significant change to the business environment for
SEM generation and trading operations. A project
has been mobilised to ensure that G&WM is fully
engaged in the process and will be ready for the
market change.

The UK Government's Electricity Market Reform
(EMR) programme continues and the second GB
capacity auction took place in December 2015.
G&WM accepted a one year capacity contract for
Carrington for the year 2019 / 20, but withdrew
Corby's capacity before the auction cleared.

Corby bid into a National Grid tender for
additional Supplemental Balancing Reserve
capacity for the winters of 2016 / 17 and

2018/ 19, and was successful in being awarded
a contract extension for that period.

PROGRESS ON STRATEGIC

OBJECTIVES

G&WM is responsible for identifying
and developing opportunities to enhance and
expand ESB's generation portfolio, in order to
build a balanced, low-carbon generation portfolio
in the all-islands market, as part of ESB's strategic
ambition of delivering Generation / Supply
Businesses of Scale.

There was good progress on this objective during
2015, with the development, construction and
delivering of a number of new generation assets.

UPDATE ON 2015 PRIORITIES AND PRIORITIES FOR 2016

2015 PRIORITY

OPERATIONAL

Maintaining a healthy and injury-free workplace, building
on the 4You programme, embedding the Process

Safety Project and seeking further improvement in the
application of ESB'’s Safety Leadership Framework.

Safely progressing construction and commissioning

of the 881 MW Carrington Power Station near
Manchester and completing the construction of the 20
MW wind farm at Woodhouse in Waterford.

Delivering strong commercial and operational
performance across ESB's generation plant through
best practice operations and maintenance and timely
completion of overhauls.

STRATEGIC

Commencing construction of additional renewable
projects supporting the reduction of the carbon intensity
of generation and continuing to develop diverse
renewable and thermal growth options.

Building on G&WM's new trading systems and

risk management capability and preparing for the
introduction of the I-SEM electricity wholesale market
in 2017.

Asset Delivery

B Woodhouse Wind Farm (20 MW) was completed
and went into commercial operation

B Over 500 kW of rooftop solar projects have
been built by the Kingspan ESB joint venture (JV)
primarily in Northem Ireland (NI)

Asset Construction

B The 881 MW Carrington combined cycle gas
turbine (CCGT) plant near Manchester started
commissioning and is nearing completion, with
commercial operation planned for 2016

B Construction started on the 40 MW Tilbury
Green Power biomass plant, located in Essex, a
JV with the UK's Green Investment Bank and the
Scandinavian Contractors BWSC & AET

B Construction has started on Raheenleagh Wind
Farm (35 MW in County Wicklow) —a JV with
Coillte Teoranta

B Initial engineering works have started on several
other wind farms in ROl and NI

Asset Development

B Development consent was secured for a 1,500
MW CCGT plant in Knottingley, GB

B An agreement was signed with Coriolis Energy,
a specialist independent wind farm development
company, securing access to a development
pipeline of wind projects in Scotland

B ESB's development pipeline also continues to
grow, with a number of wind projects due to move
from development to construction between 2016
and 2020

Investment in Existing Assets
B G&WM continued to make significant investments

2015 PROGRESS

B G&WM deepened the 4You approach

Delivered phase one of the Process Safety Programme
Strengthened the application of ESB's Safety
Leadership Framework

Safe completion of the Woodhouse Wind Farm
Construction progressed on Carrington

Safe completion of a number of JV solar rooftop
projects

B Solid commercial performance underpinned by
excellent operational performance from both generation
and trading

B Retention of accreditation to PAS 55, the International
Asset Management Standard

B Step change in the number of renewable assets under
construction, including wind, waste wood biomass and
rooftop solar

New portfolio optimisation and risk management
capabilities delivered

Enhanced trading capability made possible through
improved systems, processes and an innovative
organisation

(to the value of €66 million) in the existing
generation portfolio during 2015

G&WM'S CUSTOMERS

G&WM continues to offer a variety of traded
contracts to all supply companies in the SEM on

a non-discriminatory basis via an over-the-counter
trading platform. These contracts provide all
suppliers with the opportunity to hedge their power
purchases, which enables them to better mitigate
against power price volatility risk for their residential
and commercial customers.

PEOPLE

At 973, employee numbers in G&WM remain
similar to 2014 and almost 20% lower than in 2011.
Operating with these numbers while maintaining the
safe and effective performance of the business and
delivering the ESB Group Strategy continued to be
a key focus during 2015.

Safety is of fundamental importance and G&WM's
safety improvement programme during 2015
included the behavioural safety approach (4You)
and implemented the first phase of a significant
process safety project.

All locations within G&WM are covered by

an externally audited OHSAS certified safety
management system for which accreditation was
maintained. G&WM retained their Excellence
Through People accreditation.

SUSTAINABILITY
G&WM operates its business with a focus on
minimising environmental impact, aiming to increase
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2016 PRIORITY

B Continuing to maintain a healthy and injury-free
workplace, increasing safety assurance

B Safely completing Carrington, progressing Tilbury,
wind and solar projects, to deliver an increasingly
diverse range of energy assets and to reduce
carbon intensity

B Significant investment in existing assets together
with a continued focus on further innovation and
performance improvement in generation and
trading

B Additional renewable projects while continuing to
develop diverse renewable and thermal growth
options

B The trading of Carrington and the design of
new trading processes and wholesale products
appropriate to the I-SEM structure

renewables and reduce the carbon intensity

of generation. The absolute levels of CO, from
G&WM's SEM generation plants are in line with
2014 and remain lower than 2005 by circa. 37%.

G&WM continue to invest in its Fisheries
Conservation Programmes, which includes
operating three salmon conservation hatcheries,
a comprehensive river restoration programme
and the juvenile and silver eel trap and transport
programmes. These programmes are directed at
improving fish stocks and natural river habitats.

ENERGY FOR LIFE

ESB Wind Community Funds
G&WM's wind community funds support a wide
range of projects, helping make a difference

to the everyday lives of local residents in the

communities where G&WM build and operate

wind farms. Some examples of projects G&WM
supported in 2015 include:

B Arigna Mining Experience — a community
group, near wind farms at Tullynahaw and
Garvagh Glebe, established to develop an
innovative tourism heritage attraction in the
Arigna valley in north Roscommon; and

B Aglish Community First Responders — a
community based group, near Woodhouse
Wind Farm, established to provide
community first response services in
advance of the arrival of the ambulance
service which is 25 minutes away.
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UPDATE ON 2015 PRIORITIES AND PRIORITIES FOR 2016
2015 PRIORITY 2015 PROGRESS 2016 PRIORITY o1
OPERATIONAL (Q
Ensuring the health and safety of employees, contractors and W External specialists were engaged during B Continuation of the strategy to ensure the health and j”;
the public and given the nature of electricity, ESB Networks 2015 to carry out an independent survey safety of employees, contractors and the public |-_||-|
understands the complexity of its safety challenge. of ESB Networks' safety culture Q
E S B N ETW O R K S u Launched a nunjbg_r (?f new safety >
campaigns and initiatives =z
Continue to work closely with CER to deliver the customer B Customer satisfaction ratings continued B Examine emerging trends in electricity networks across %
service targets contained in the regulatory determination to be ahead of target Europe and develop strategic plans accordingly, in order m
in line with the Customer Service Improvement Plan to effectively position ESB Networks for future industry -|;g|
PROGRESS ON STRATEGIC (2013-2016). changes %
£EThe €494 million of new investment in network OBJECTIVES B Launch a website that will facilitate a number of additional j§>
assets during 2015 brings the total investment in critical The key strategic objective relating to services for customers online =
electricity network infrastructure over the last five years ESB Networks is the delivery of Advanced Networks. B Continue to work closely with SIRO to ensure a smooth m
to €2.2 biIIion, helping to facilitate a more sustainable During 2015, ESB Networks made progress in a roll-out of the fibre infrastructure in towns across Ireland
energy environment for Ireland, as well as supporting number of areas relating to this objective: STRATEGIC o . . . _ .
econori growth through providing stable, safe and e e o e e e e e )
\ reliable electricity supply to homes and industries.39 Health and Safety PR4 submission in mid-2015, which will set the allowed a reasonable framework under which it monitoring of PR4 performance
’ Marguerite Sayers, Managing Director, ESB Networks Limited ESB Networks is fully committed to ensuring the _r;;:rxiﬁ Litsnfn?nsztgsr;seicxgii ZE:;I(:: tf)ost)F;OQr? tQhOe' 22?;;Etmue {o deliver a safe and reliable
health and safety of employees, contractors and the development of the electricity network in 2016 - 2020.
public. As part of the ESB Safety Strategy, ESB Efficiently deliver the critical infrastructure required to support B Good progress during the year on both B Efficiently deliver the critical infrastructure required to
OPERATING PROFIT FINANCIAL PERFORMANCE Networks engaged external specialists during 2015 the ongoing growth of the Irish economy. transmission and distribution projects support the ongoing growth of the Irish economy 02
2015 € Q 8 7 e ESB Ne'.(\/\./ork.s operating pr.o.fit for 2015 at to carry outan in(.jependent survey of ESB Networks' To pe a recognised !ead.e.r in the area of energy and B |nput into the Sman Mgtering policiesthat ™ To t?e a recognised !eadgr in the area of energy and
million €287 million is down €6 million on 2014. safety culture. This assessment has confirmed that environmental sustainability and develop an integrated Smart the CER published during 2015 environmental sustainability and develop an integrated Smart 8
2014 €293 million The decrease relates to lower regulated the approach and activities being taken in the safety NERTE D S Ey DETZ SO Rz e (e S50l e, i ® isizey oo nHian] g B ples ! g
tariff income. strategy are correct and has made recommendations 5
on how to further improve safety plans. All employees market, finalising technology specifications and connections continues to be above target, at 80%.  the requisite resources and skills to maintain and b
Capital expenditure at €494 million is up were briefed on the findings of this survey. conducting procurement processes for the meter and enhance the network. g
CAPITAL EXPENDITURE by €46 million on 2014. The increase communications products and services necessary ESB Network’s National Customer Care Centre 2
201 5 € 4 9 4 o is related to additional spend on the Electricity Infrastructure to deliver the programme. Following substantial input ~ (NCCC) continues to maintain its very high SUSTAINABILITY o
mi | | 1on distribution network system. Investment and Growth from ESB Networks and other industry players, the customer service levels with customer satisfaction During 2015, ESB Networks maintained jZ>
2014 € 448 m | I || on The focus of the 2015 investment in the transmission CER published two sets of policy decisions in July and  levels at 90%. Expanding customer communication  external accreditation to ISO 14001: 2004 — (Z)
OPERATING ENVIRONMENT network was on continuing the reinforcement of the December 2015. A final decision on this programme is  channels to make it easier for customers to contact  the International Standard for Environmental m
Economic recovery has continued during transmission system to facilitate the connection of expected during 2016. ESB Networks and to receive information is Management Systems. A total of 222 MW
2015 in both the house building and new renewable electricity generation. ESB Networks an important part of its Customer Service of wind farm capacity was connected to the
REGULATED ASSET BASE (RAB) business sectors with both experiencing also continued to invest in the electricity distribution Customer Value Improvement Plan. ESB Networks Twitter feed transmission system in 2015 — bringing total
2 01 5 € 7 4 . increasing volumes of new connections, network to improve reliability of supply and ensure the The Network Access Agreement between ESB and @esbnetworks continues to grow its followers renewable MWSs connected to the grid to over
' b I | | ion with connections up 8% on 2014. Further safety of the network. SIRO (ESB's joint venture with Vodafone, for the and, along with the PowerCheck App, itis a critical 2,700 MW. ESB Networks plan to connect a
2014 €7 1 bl”l on modest growth is expected in 20186. B Further progress was made on completing a roll-out of fibre broadband to customers across channel to provide customers with information on further 500 MW of renewable energy in 2016.
major €400 million project in the South-West, Ireland using the distribution network) came into effect  safety, planned and fault outages and estimated
The amount of wind generation connected which includes five new 220/110kV stations during 2015. This agreement allows SIRO to deploy restoration times.
to the electricity network in ROl has at Kilpaddogue, Ballyvouskill, Knockanure, fibre infrastructure on certain ESB Networks' assets ENERGY FOR LIFE
OVERVIEW exceeded 2,400 MW and continues to Ballinanhulla and Moneypoint in return for an access fee, which in turn reduces In 2015, ESB Networks put in place a Vulnerable 03
ESB Networks builds, owns and maintains increase annually. Ireland is on track to B Progress has been made on a number of major charges to electricity customers. Using the network Customer Policy, which outlines how it can assist Apprenticeship Programme %
a transmission and distribution network of achieving the national target of providing customer connections — some of these are still in this innovative way demonstrates ESB Networks' customers who have registered as vulnerable with ESB has a long history of involvement )Z>
over 180,000 kilometres in the Republic of 40% of its electricity needs from renewable at planning while some are in construction commitment to delivering best value for electricity their electricity supplier. in offering apprenticeships resulting in ()_3
Ireland (ROI). The business invested €494 resources by 2020. B A new 14 kilometre 110kV line project from Trien customers, while maintaining the rights to primacy of qualifications mainly in electrical and 5)
million (net of customer contributions) in to a new station at Cloghboola was completed, network for electricity purposes. The safety of the public in relation to electricity is an mechanical trades. The Group announced g
constructing new network in 2015, bringing During 2015, ESB Networks engaged 220 kilometres of transmission line were important element of customer communications. In in 2015 that it is to recruit three hundred g
the total investment over the last five years to with the Commission for Energy Regulation refurbished and 80 kilometres of transmission ESB NETWORKS' CUSTOMERS 2015, ESB Networks launched a number of new apprentices over the next five years as part AL
€2.2 billion. During 2015, €111 million was (CER) to agree the regulated revenues lines was uprated, as part of the Grid 2025 ESB Networks continues to improve its service to all campaigns and initiatives including the Stay Safe, of a large scale recruitment and development %
spent on maintaining the existing network. for the next Price Review Period (2016 Transmission Reinforcement Programme electricity customers and suppliers. Stay Clear schools programme, increased radio programme. This represents a €40 million
- 2020). The ESB Networks’ submission m A refurbishment project for Old Street - advertising and social media campaigns. investment in the training and development of
During 2015, ESB Networks achieved sought to ensure that it could finance the Woodland 400kV circuits also commenced During 2015, ESB Networks provided a range of ESB's future workforce. The apprenticeship
reaccreditation for its asset management substantial planned investment programme, B Network reinforcement and refurbishment services to electricity suppliers, 310,644 site switches PEOPLE system has been part of ESB's philosophy
systems through ISO 55001 certification whilst maintaining excellent customer expenditure of €202 million including HV were facilitated, 17,012 new residential and business ESB Networks’ employees are central to and ethos and the investment in
and for its safety management systems service at an affordable price. The final station investment and extensive MV/LV network connections were carried out and ESB Networks successfully implementing its business strategy. apprenticeships and in-career training is
through OHSAS accreditation. These determination has been published and refurbishment continued to support customers experiencing financial This ethos is reflected by the importance placed critical to ensuring that ESB has the requisite
external accreditations are important in ESB Networks is satisfied that it has a hardship by installing 12,319 Pay As You Go meters. on the ongoing development of employees in skills available for it to maintain, develop and
providing assurance that the business reasonable framework under which it can Smart Metering Programme 2015. During the year, ESB Networks recruited enhance the electricity system so that it meets
is being run consistently to high external continue to deliver a safe and reliable The detailed design and procurement stage is in Overall customer satisfaction with ESB Networks across 120 network technician apprentices, reflecting the needs of modern Ireland.
benchmarks. network. progress, focusing on designing changes to the arange of activities including meter reading, and new its commitment to ensuring ESB Networks has
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NORTHERN IRELAND

ELECTRICITY NETWORKS
NIE NETWORKS

OPERATING PROFIT

2015 €48 million

2014 €56 million

CAPITAL EXPENDITURE

2015 €1 85 million

2014 €102 million

REGULATED ASSET BASE (RAB)

2015 £ 1.3 billion
2014 £1.3 billion

OVERVIEW

NIE Networks is responsible for the transmission
and distribution of electricity from generators

to every home, farm and business in Northern
Ireland (NI). NIE Networks employees work 24/7
to plan, build, repair and develop the electricity
network and operate the distribution network to
keep the lights on for customers. NIE Networks
is also responsible for metering and provides
metering information to all electricity suppliers. It
develops and reconfigures the electricity network
to facilitate the connection of further renewable
generation.

As required under its regulatory licences, NIE
Networks is an independent business within ESB
with its own Board of Directors, management and
employees.

£ERe-naming as Northern Ireland Electricity Networks
Limited (NIE Networks) clarifies for customers the
company’s role as the electricity networks provider in
Northern Ireland.99

Jerry O’Sullivan, Deputy Chief Executive

FINANCIAL PERFORMANCE

NIE Networks operating profit for 2015
amounted to €48 million a reduction of €8
million on 2014 reflecting lower regulated tariff
income and higher operating costs associated
with depreciation charges on the increasing
asset base.

Capital expenditure at €135 million is €33
million higher than 2014 related to the
strengthening of GBP and a ramp up in the
capital investment programme to deliver the
outputs required in the RP5 determination.

OPERATING ENVIRONMENT

In 2010, under the Strategic Energy Framework
(SEF), the NI Assembly set a target of
achieving 40% of electricity consumption from
renewable sources by 2020, with an interim
target of 20% by 2015. By the end of 2015
renewable generation connected represented
approximately 24% of total electricity generation
in NI. Government support through the Northern
Ireland Renewable Obligation (NIRO) scheme
was a key enabler of this achievement and a
mid-term review of the SEF is underway.

NIE Networks is currently responsible for
construction of all connections to the electricity
network. The Utility Regulator (UR) announced
the introduction of contestability (the opening
of the market to other providers) for all new
networks connections which will bring
competition from independent connection
providers. NIE Networks is engaging with the UR
to enable the first phase of opening the market
to competition by May 20186, followed by full
market opening by the end of 2017.

PROGRESS ON STRATEGIC

OBJECTIVES

A key strategic objective for
NIE Networks is the delivery of the network
investment plan under the regulatory period 5
(RP5) price control. During 2015, NIE Networks
made progress on a number of areas relating to
this objective.

The capital expenditure programme was ramped
up to deliver the outputs specified in the network
investment plan for RP5, particularly regarding
asset replacement and progress is on track

to deliver those specified outputs. Further
renewable generation was connected to the
network.

During 2015, NIE Networks invested €135

million (net of customer contributions) primarily
on the refurbishment and replacement of worn
transmission and distribution assets to improve
the reliability of supply and ensure the safety of

the network for customers. Key projects included:

the construction of the new 110/33kV substation
in Belfast due for completion in mid-2016;
significant progress with the refurbishment

of three 275/110kV substations and major
refurbishment commenced at two existing
110/33kV substations.

Further network development was undertaken to
facilitate the connection of additional renewable
generation, including the completion of a new
275/110kV substation at Tamnamore and

the commencement of construction of three
110/33kV wind farm cluster substations.

A major programme to replace and update 25%
of customers’ meters by 2017 commenced.

With the anticipated closure of the NIRO scheme,
there was a significant increase in demand for
renewable generation connections, particularly
small-scale wind generation. NIE Networks worked
with the UR and the renewables industry to address
the increased demand for the benefit of customers.

There was increased engagement with key
stakeholders including a consultation programme
with customers and other stakeholders on

UPDATE ON 2015 PRIORITIES AND PRIORITIES FOR 2016

2015 PRIORITY
OPERATIONAL

Ensuring the health and safety of employees, contractors

2015 PROGRESS

B No lost time incidents

and the general public will continue to be NIE Networks' top B |SO OHSAS accreditation

priority.

Consistently providing high standards in network
performance and customer service.

NIE Networks will strive to operate within the expenditure

allowances set in the price control, delivering cost

B Customer and generation connections
brought into one business to improve delivery

B Enhanced online services for customers

B Think Customer initiative launched

B New methods developed to monitor costs
against price control allowances

efficiencies and performance improvements where possible B Organisational structure re-aligned

STRATEGIC
Further ramp up of network investment programme to

replace worn / aged assets and to facilitate connection of

renewable generation within regulatory allowances.

Continuing investment in employees to enhance the
organisation’s capability through further employee

B Network investment programme on target
B Completion of major substation at
Tamnamore

M |ET accreditation of development programme
for engineers

development programmes, increased employee engagement M Increase in employee numbers particularly in

and empowerment and extended educational outreach.

Engaging effectively with key stakeholders including

regulators, renewables industry groups, Confederation of

British Industry (CBI) and large energy users.

their views on the company’s current service
level and what they would like delivered in the
future. These views will be taken into account in
developing the business plan for the next price
control period (RP6), from 2017 to 2024, which
will be submitted to the UR in mid-20186.

Investment in NIE Networks' key resource, its
people, has continued with extensive employee
engagement activity, employee development
opportunities and recruitment.

NIE NETWORKS' CUSTOMERS
Customers’ expectations of service continue

to increase. Against the backdrop of a ramp

up in the network investment programme, NIE
Networks continued to manage outages required
for essential maintenance and development in
order to minimise the occasions and length of
time that customers are off supply. The average
number of customer minutes lost due to planned
outages was 66, representing an increase on the
previous year. The average number of minutes
lost due to faults in the distribution network was
65, an increase on the previous year reflecting
faults due to storm damage. The number of
complaints taken up by the Consumer Council
for NI on behalf of customers remained low, at
only four complaints. A new customer service
initiative, Think Customer, was launched in the
autumn.

network connections

B Significant engagement with customers
and other stakeholders to inform investment
priorities for RP6

Customers increasingly wish to use the website
and social media to engage with the business.
New online services continued to be rolled out,
including a video advising what to do in the event
of a power cut. The new company name was
launched to help clarify when customers should
contact NIE Networks.

PEOPLE

Ensuring the safety of employees, contractors
and the general public continued to be the
number one value at the heart of all NIE Networks
operations. The aim is to provide a zero-harm
working environment where risks to health

and safety are assessed and controlled. There
have been no safety incidents resulting in lost
working time for employees since September
2014, showing the commitment of employees to
maintaining the highest standards of safety.

Further to the accreditation by the UK
Commission for Employment and Skills with the
Investors in People Gold Standard in early 2015,
the NIE Networks' development programme for
engineers was accredited by the Institution of
Engineering and Technology (IET).

SUSTAINABILITY

During the year, two large-scale wind farms,
three hundred small-scale renewable generation
projects and several hundred micro-generation
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2016 PRIORITY

Ensure the health and safety of employees, contractors
and the general public and achieve a zero-harm work
environment through implementation of injury and
accident-free initiatives

Roll-out of Think Customer initiative

Deliver a high level of generation connections

B Opening connections to competition

Further development of financial reporting systems

Maintain labour costs in line with appropriate
benchmark

Enhance leadership capability

Keep on target to deliver network investment
programme for RP5

Construction of three new wind farm cluster

substations
Increased employee engagement

Further recruitment
Continued effective engagement with key stakeholders

Complete RP6 stakeholder consultation programme

B Submit business plan for RP6 to the UR

projects were connected to the network, together
providing an additional 90 MW of renewable
generation in 2015. By the end of the year, there
was a total of 840 MW of renewable generation
connected, representing around 24% of total
electricity generation in NI. The installed capacity
of renewable electricity generation connected in
NI per customer was ranked as the highest in the
UK (based on 2014 figures).

ENERGY FOR LIFE

Educating Children

in Electricity Safety

Electricity is needed by the whole community
and NIE Networks is dedicated to educating
children from a young age on electricity and
its dangers.

NIE Networks has been involved in the
development of a dedicated safety training
facility for children and young people, known
as RADAR (Risk Avoidance and Danger
Awareness Resource). NIE Networks has
built an overhead line and a ground-mounted
substation complete with special effects to
simulate the sound and light associated with
accidental contact with electrical apparatus.
A total of 10,000 children and young people
are expected to visit RADAR during 2016.
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ELECTRIC IRELAND

REVENUE

2015 €Q,1 OO million

2014 €2,057 million

OPERATING PROFIT

2015 €44 million

2014 €64 million

OVERVIEW

Electric Ireland is the retail arm of ESB, supplying
electricity, gas and energy services to customers
across the island of Ireland. With over 1.5 million
customers and an electricity all-island market
share of 38%, Electric Ireland serves all market
segments, from domestic households to large
industrial and commercial businesses, in both the
Republic of Ireland (ROI) and Northern Ireland
(NI). With a strong focus on customer service,
providing value for all customers and contributing
to communities across the country, Electric
Ireland is recognised as a leading retail brand by
Irish consumers and businesses.

FINANCIAL PERFORMANCE

Revenue in Electric Ireland in 2015 was €2,100
million, an increase of 2% compared to 2014
driven by an increase in overall Single Electricity
Market (SEM) market share. Electric Ireland’s
overall market share increased by 1% during
2015 to 38% driven by strong performance in the
Industrial and Commercial market sector.

Electric Ireland reported an operating profit of
€44 million, which represents an operating profit

margin of less than 2% and is down €20 million
from 2014 levels.

In 2015, Electric Ireland sought clarification on
the calculation of regulated renewables revenue
it received. This resulted in a rebate on some of
these revenues and accounts for €12 million of
the year on year decrease. The remaining €8
million movement reflects the lower margin and
more competitive environment in 2015 compared
with 2014,

OPERATING ENVIRONMENT

Electric Ireland operates in one of the most
dynamic and competitive energy retail markets
in Europe, evidenced by the number of new
suppliers to enter the market in recent years and
the high customer switching levels.

Despite another new supplier entering the
residential marketplace in 2015 and a number
of high profile marketing campaigns launched
by existing competitors, Electric Ireland has
continued to compete effectively in this
environment through a continued focus on
competitively priced products and strong
customer service and has marginally increased
overall market share to 38%.

PROGRESS ON STRATEGIC

OBJECTIVES

In pursuit of the strategic objective
to be a Supply Business of Scale, Electric
Ireland is aiming to continue to be the leading
energy supplier in the ROI market offering
smart and innovative solutions to homes and
businesses. This is being achieved by providing
competitive offerings, excellent customer
service and new and innovative products to
meet customer needs.

£ & Electric Ireland remains committed to providing value for all customers and | was delighted to announce

a 2% reduction in our residential electricity prices in November 2015, following on from a similar reduction

in 2014, both ahead of the winter peak demand period. Combined with gas price reductions totalling 5%
during 2015, it means that on average an Electric Ireland dual fuel customer has seen savings of over €90 per
annum since November 2014. Electric Ireland will continue to monitor energy markets and will pass through
price savings to the customer as soon as the opportunity arises. 2015 also saw Electric Ireland bring a number
of new and innovative products and services to our customers, such as Smarter Pay As You Go, aimed at
improving customer experience and empowerment.39

Jim Dollard, Executive Director for Business Service Centre and Electric Ireland

During 2015, Electric Ireland delivered effectively
on its strategic goals with a number of notable
achievements in the following areas:

B Value for customers

B New products and markets

B Excellent customer service and care

ELECTRICIRELAND'S CUSTOMERS

The customer remains central to everything that
Electric Ireland does. In addition to reducing
prices and launching new and innovative
products, such as Smarter Pay As You Go
(PAYG), Electric Ireland has also delivered a
number of key customer service improvements
with the aim of maintaining its position of having
the highest customer satisfaction ratings of all
energy suppliers.

With the increasing use of web, email and

social media channels, customers are engaging
with Electric Ireland in new ways. To meet the
changing requirements of customers and with a
strong focus on customer empowerment and self-
service, Electric Ireland launched a new mobile
website during the year. This was complimented
by a new business online account management
facility, which provides business customers

with enhanced information in relation to energy
consumption and costs and a new e-billing portal
for residential customers.

With continued focus on a quality customer
service offering Electric Ireland maintained its
high levels of customer satisfaction and had

the highest levels of customer satisfaction of all
electricity suppliers during 2015, as reported by
the Commission for Energy Regulation (CER).
In addition, Electric Ireland continued to deliver
service levels in line with Customer Charter and
Customer Service Codes of Practice.

UPDATE ON 2015 PRIORITIES AND PRIORITIES FOR 2016

2015 PRIORITY
OPERATIONAL

Deliver innovative products and services that ]
provide customers with excellent value for money.

Provide excellent customer service and u
introduce new initiatives to improve the customer ~ ®
experience.

Maintain the Electric Ireland brand as the leading ™
energy supply brand in Ireland.

Deliver value for money for customers by focusing ™
on retaining a competitive and flexible cost base.

Work proactively with customers in offering ]
payment options to facilitate debt repayment.

STRATEGIC

Invest in the development of a digital platform ]
so customers can increasingly avail of services
online.

Develop innovative solutions for homes and ]
businesses to become more energy efficient.

Engage with the CER and all stakeholders ]
regarding key developments in the market (e.g.

the Integrated Single Electricity Market (I-SEM)

and the National Smart Metering Programme) for

the benefit of the consumer.

A continued focus on the customer experience
and improvements in the digital capability of the
business remains one of Electric Ireland’s top
service priorities for 2016.

PEOPLE

A key element in the successful delivery of Electric

Ireland'’s strategic and operational priorities is
the capability, knowledge and performance of

employees. A continued strong focus on employee

development and targeted recruitment across a

range of disciplines and activities will ensure that

Electric Ireland continues to provide competitive
offerings, excellent customer service and new
and innovative products to meet customer
needs. In 2015, Electric Ireland recruited more
than thirty new employees with a range of skills
and experience, including data analytics, digital

expertise and marketing, to support the business

in the delivery of its strategic objectives.

SUSTAINABILITY
Electric Ireland is conscious of operating its
business in a sustainable and environmentally

responsible way. The internal business activities
are certified to ISO 14001 standard and Electric

Ireland actively works with customers to assist
them in improving the sustainability of their

2015 PROGRESS

First to market with a Smarter PAYG product for residential
customers

New mobile enabled website

New online residential and business account management
facility

Continued sponsorship of a number of sporting, cultural and
charity events

Launch of Smarter Living brand campaign to highlight Electric
Ireland’s brand promise of delivering simple ideas that make life
better

Entered the NI residential market

Reduced electricity prices by 2% in November 2015 following
on from a similar reduction in 2014, in both cases ahead of the
winter peak

Announced a 2.5% reduction in gas unit rates from 1 January
2016 following on from a similar reduction in April 2015
Established a specialist team in the Customer Care Service
Centre to offer a range of services to customers experiencing
fuel affordability issues

Disconnections continued to fall in 2015 — less than 30 per
10,000 customers disconnected.

New mobile enabled website complimented with new residential
and business online account management facilities

Energy Efficiency Incentive Scheme which has delivered 15
GWh of energy savings to date and returned over €1 million to
customers

Expanded the range of smart home products and services
Established I-SEM and Smart Metering Programme project
teams to support and influence design and roll-out of these
significant market developments

homes and businesses through the efficient use
of the energy provided to them. This is achieved
through a mixture of promotional campaigns,
providing tips and insights on the efficient use
of energy right through to detailed energy audits
and consultations tailored to particular customer
usage and requirements.

Electric Ireland also delivers energy savings as
part of the National Energy Efficiency Obligation
Programme. In 2015, Electric Ireland assisted
local authorities and housing associations
around the country to improve the energy
efficiency of social housing through a variety

of measures including attic and wall insulation,
heating system improvements and heating
control upgrades.

Electric Ireland is rewarding customers who
undertake measures to improve the energy
efficiency of their homes through its Energy
Efficiency Incentive Scheme, which gives
customers additional discounts on their bills.
Electric Ireland has pioneered the introduction

of Smart Heating Controls, offered as part of
price plans to assist customers in managing their
energy requirements. Electric Ireland has also
assisted business customers in reviewing their
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2016 PRIORITY

H Continue to innovate for the benefit of customers
through the delivery of new smart and innovative
products and services

B Roll-out of enhanced interactive voice response
(IVR) system

B Sponsorship of Team Ireland in the 2016 Rio
Olympics

B Support Electric Ireland customers and their
communities through sponsorships and corporate
social responsibility initiatives

B Continue to enhance the value offered to all
customers (existing and new) and to honour the
commitment to pass through further energy price
reductions where possible

B Early identification of customers with a higher risk
of having payment difficulties and be proactive in
offering suitable products and payment plans

B Ongoing focus on customer convenience,
empowerment and control through continued
development of the digital service capability across
the entire customer experience journey

B Maintain Electric Ireland’s market leading position
through the delivery of its energy efficiency targets
and providing customers with new products and
services to help reduce their carbon footprint

B Ensure that the customer interest is central to the
design of I-SEM and the Smart Metering Programme

energy consumption and significant savings
have been made through the introduction of new
technologies ranging from lighting upgrades to
energy consumption improvements.

ENERGY FOR LIFE
Smarter PAYG

In 2015, Electric Ireland launched a new
brand campaign around the theme of
Smarter Living. Electric Ireland promise that
through understanding their customers, they
will provide simple ideas that make life better.
In response to listening to their customers'
needs, in October 2015, Electric Ireland
launched a new PAYG electricity product for
customers, Smarter PAYG.

Smarter PAYG is the most advanced

PAYG electricity product in the market. It
has an in-home display which supplies live
data on electricity usage, customers can
also compare their usage by day, week or
month and set daily usage targets as well

as choosing how they want to pay through
scheduled top ups, automatic top ups or text
and online options.

(=]
-

wn
—
S
—
m
0}
=
>
Z
@)
-
m
Y
4
@)
A
<
>
Z
O
m

o
N

FONVNIIAOD F1VH0dd0D

o
W

SININILVLS TVIONVYNIL



48 ESB Annual Report 2015 - Energy for Life

INNOVATION

INNOVATION BUSINESS LINES

ESB International

| Offers a full range of engineering,
operations and maintenance solutions, as
well as consultancy services to the global
energy market

Novusmodus

B €200 million clean technology and
renewable energy fund that invests in
renewable energy and energy efficiency
sectors

Telecoms

B Owns fibre-optic broadband network and
a network of independent mobile phone
towers

B SIRO, fibre to the building JV
with Vodafone

Emerging energy technologies

B Supporting development of a range of
technologies and business models to meet
changing energy customer and market
needs

eCars

B QOperates the national charging
infrastructure for electric vehicles and
provides commercial services in the
electromobility sector internationally

OVERVIEW

Innovation is focused on driving the
organisation to generate and implement new
solutions to deliver growth opportunities and
positive transformation in the lives of ESB
customers.

2015 was an important year for Innovation with
further investment in developing new business
opportunities and collaborations, which will
improve service offerings into the future.

E6Change is the nature of the business in which

we work. The energy sector is in a constant state of
discovery and reinvention. The only option is to adapt,
advance and thrive and because of this, innovation is
an imperative. In ESB, innovation is about collaborating
internally and externally, asking questions about how
we can work smarter and grow our business with new
products and services.99

Paul Mulvaney, Executive Director, Innovation

The ESB Powering Potential Expo, a major
technology event, showcased ESB's perspective
on the future in energy, telecoms and transport
and how ESB is responding to the changes

in customers’ energy needs. ESB also held its
inaugural ESB Staff Innovation Recognition
Awards to recognise the creative solutions
developed by teams and individuals that have
added real value to the Group.

Individual business areas such as ESB
International and ESB Telecoms continued to
trade strongly and win new customer contracts
and the SIRO JV commenced the roll-out of its
wholesale fibre-optic network.

OPERATING ENVIRONMENT
The businesses in Innovation operate in competitive
markets and are responding to that challenge.

ESB International celebrates forty years in
business this year but is continuing to adapt

its customer offering to incorporate new
technologies and is winning new customers as a
result. ESB International continues to see a strong
demand for its services.

Telecoms operate in an Irish fibre and towers
wholesale market which is seeing significant
consolidation. It is working with its customers

to design their future networks to ensure that

its unique position as a provider, with a national
tower infrastructure integrated with a national

fibre network, is fully utilised. Telecoms has also
launched new product offerings, including a

Metro Express product to improve its offering to
customers connecting data centres around Dublin.

Novusmodus continues to invest in and support
its portfolio companies and is moving to realise

value from some of its investments as evidenced
by its disposal of Lumicity in 2015. Novusmodus
will continue to target new investment in
renewable energy / cleantech and continue to be
an important source for new thinking and potential
business opportunities.

eCars has upgraded and improved its
infrastructure in 2015 and has been working with
vehicle manufacturers and other stakeholders to
support the expected increase in electric vehicle
numbers across the island of Ireland.

PROGRESS ON STRATEGIC

OBJECTIVES

Sustainable Innovation is the key
strategic objective across the Innovation business
lines, with Innovation also playing an active role
in promoting this objective across the other
business units in ESB.

Innovation is focusing on the following areas in
relation to Sustainable Innovation.

Transformational Technologies

New technologies have revolutionised the energy
industry. The customers of today are not like

the customers of the past. They want greener
solutions, faster connections and more flexibility.
Through dedicated teams, ESB is investing in
developing solutions that harness the power

of solar, wind, wave and storage to meet those
needs and provide commercial offerings for ESB
customers.

ESB’s People Power the Future

Innovation is looking at new ways to tap into
people’s capability to bring new thinking to the
organisation. Across ESB, all of its businesses are
working to ensure that new ideas and solutions
are brought to fruition for ESB and its customers.
The achievements of employees were showcased
at the ESB Staff Innovation Recognition Awards
where fifty finalists competed for ten awards out
of a total of five hundred submissions.

Powerful Collaborations

Through strategic partnerships with other leading
organisations, ESB shares knowledge, ideas
and experience. New collaborations are being
developed to expand into new areas and grow
revenue streams with the work to further deepen

UPDATE ON 2015 PRIORITIES AND PRIORITIES FOR 2016

2015 PRIORITY
OPERATIONAL

Both ESB International and Telecoms will continue
to grow their external customer base and revenues
by offering tailored products and services to existing
markets while looking for opportunities to expand into
new territories.

Novusmodus will continue to manage and support

its investment portfolio building value for ESB both
financially and in the development of new products and
services.

eCars will complete the national charge point
infrastructure roll-out and begin the implementation of
commercial offerings using the network.

STRATEGIC

Evaluate the emerging technologies and business
models relevant to ESB and develop plans to ensure
that these can be transformed into commercial
products and services for ESB.

SIRO will establish commercial operations and
significantly increase the pace and scale of roll-out to
target communities across ROl

Develop relationships and collaborate with external
partners to create new opportunities to commercialise
new initiatives for ESB.

the offering to commercial customers such

as Dublin Airport Authority (DAA). Innovation
are also supporting the first Small Business
Innovation Research (SBIR) programme with
SEAI and Enterprise Ireland (to develop new
solutions for electric vehicle charging in multi-
tenant dwellings).

INNOVATION'S CUSTOMERS

The barriers to entry in the energy industry
are falling and new competitors are entering
the marketplace as a result. This changing
landscape has focused ESB's priority on
developing new services in collaboration
with other companies to offer value-added
competitive solutions to its customers.

ESB International has had significant customer
wins in the Middle East and Africa and is
targeting further growth in these markets, where
its utility experience can support solutions for
other utility operators.

Telecoms have existing relationships with all of
the providers in the Irish wholesale telecoms

2015 PROGRESS

B ESB International has had significant customer wins
in the Middle East and Africa

B Telecoms launched the Metro Express product to
improve its offering to customers connecting data
centres around Dublin

B Novusmodus has made additional investments in its
portfolio and has successfully disposed of its interest
in Lumicity

| Insight from markets and technologies reviewed by
Novusmodus has led to the creation of a number of
new business areas within ESB

B eCars has completed its charge point roll-out
and has completed an upgrade of its customer
processes

B eCars have taken over the responsibility for the
operation, maintenance and development of the
charge point network in NI

B Dedicated teams have been established to pursue
key strategic roadmaps — identifying new products
and services to be offered by ESB - with work
already underway on new offerings for 2016

B SIRO has commenced activities and is deploying
its fibre to the building offering in selected locations
around Ireland

B Small Business Innovation Research (SBIR)
programme initiated with SEAI and Enterprise Ireland
to support development of electric vehicle charging
solution for multi-tenant dwellings

markets and have been working with those
customers to support their needs as the
industry evolves and consolidates.

eCars has completed the implementation of a
new management system for its infrastructure
in 2015 as well as improving the quality of the
charge posts and charge post sites. In addition,
eCars have taken over the responsibility for the
operation, maintenance and development of
the charge point network in Northern Ireland
(NI) and now supports an integrated system,
which enables seamless cross-border charging
for the growing number of electric vehicles in
Ireland.

PEOPLE

In a changing industry, the calibre of its
workforce is a critical factor in ensuring that
ESB has the skills to respond to the challenges
and opportunities presented to it. As well as
continuing to invest in existing teams and their
capabilities, Innovation will continue to recruit
talented employees to support its own business
requirements as well as those of the Group.
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2016 PRIORITY

Both ESB International and Telecoms will continue
to support their external customers and will seek to
increase their revenues by developing new products
for existing (and new) customers

Novusmodus will continue to focus on building and
realising value in its investment portfolio as well as
supporting development of options for new business
for ESB

eCars will begin the implementation of a commercial
offering on its national charge point infrastructure
while exploring other opportunities in the
electromobility sector outside Ireland

Emerging Energy Technologies will introduce new
commercial products to ESB's core markets to
respond to changing customer requirements

SIRO will continue to accelerate its roll-out to offer
its unique product set through more retailers across
more of the premises targeted

Continue collaboration with external partners

ENERGY FOR LIFE

ESB Staff Innovation
Recognition Awards

Innovation is not just part of what ESB
does; it is what defines ESB, which is why
in 2015 ESB celebrated its own innovators
though the ESB Staff Innovation Recognition
Awards. These awards recognise the
achievements of employees who have
demonstrated new thinking and developed
creative solutions to challenges across the
Group. These solutions show the quality,
depth and commitment of ESB'’s employees
to improving the business and delivering
benefits to customers.

Overall Winner of the ESB Staff
Innovation Recognition Awards -
World’s First Sub-Sea Cable Repair

A multidisciplinary team successfully
implemented the world's first undersea cable
repair on the Moyle Interconnector between
NI and Scotland using a specially developed
submersible habitat. This innovative approach
substantially reduced the cost and duration
of the repair and is the subject of a patent
application.
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OVERVIEW

Pat Naughton, Executive Director,
Group People and Sustainability

661 want to acknowledge the contribution

of all of our people across the Group to the
continued success of our business in 2015.
Their dedication ensures that we can provide
areliable, sustainable and value for money
electricity service, for all our customers. We are
committed to delivering this work to the highest
safety standards. The safety of our employees,
our customers and the public is a core value for
us and all our operations are informed by our
four pillars of safety: leadership, competence,
compliance and engagement.

We undertake this work in an ever-more
challenging and complex business environment.
Our businesses are under significant competitive
and regulatory pressure and we need to ensure
that we have the right reward model to ensure
that we can continue to sustain our organisation
over the longer term. We have made significant
progress in this regard during 2015. We have
engaged with our employees on the various
employment models operating in the business,
and have put in place a new reward model for
new entrants that will, overtime, become a single
fit-for-purpose, sustainable total reward package
supporting greater integration within our business
and the quality employment that has always been
the hallmark of ESB.

ESB's priorities in maintaining and developing the

right team of employees are:

B Making a long-term commitment to employees,
giving them the time to build their skills and the

opportunity to advance their careers

B Ensuring effective succession planning,
particularly in the context of a workforce where
up to two thousand of our current employees
are set to retire over the next decade

B Recognising that the most effective employees
over the long-term are those who are able to
maintain a good balance between their working
and family lives

B Taking steps to ensure a balanced and diverse
set of candidates for roles within ESB

B Making ESB a great place to work, therefore
retaining engaged, motivated and committed
people and attracting a strong and diverse
number of quality applicants for new roles

We are committed to fostering respect in

the workplace and to developing an inclusive
workforce based on merit and ability. It is a
guiding Group philosophy to develop and
nurture all employees, to provide training and
skills learning, offering interesting career paths
and upskilling opportunities. We also support
our employees in terms of the maintenance of
their physical and mental health, our extensive
wellbeing programme was recognised by
Chambers Ireland in their 2015 Corporate Social
Responsibility Awards.

We are committed to the highest standards of
environmental management and to proactively
addressing the challenges of climate change. We
implement programmes across our operations

to promote energy and resource efficiency,

and, in addition, develop new environmentally
driven product and process innovation and new
business opportunities.

We believe that continued sustainable business
success is built on maintaining excellent
relationships with all stakeholders. We were very
pleased to be re-accredited by Business in the
Community to the Business Working Responsibly
Mark this year for a further three year period to
2018.

We also recognise a wider responsibility beyond
our core business activities in the communities in
which we operate. In 2015 we have supported
over 190 organisations though our ESB Energy
for Generations Fund in the areas of education,
suicide prevention and homelessness. Our

work with Pieta House on their Darkness Into
Light annual suicide awareness walk was

also recognised by Chambers Ireland at their
Corporate Social Responsibility (CSR) Awards
this year.

Finally, our employees have recorded over 30,000
hours of volunteering with charities throughout
Ireland and we are proud to support them in their
efforts. 99

ke

Pat Naughton
Executive Director,
Group People and Sustainability

SAFETY
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OVERVIEW

ESB is fully committed to protecting the health
and safety of employees, contractors and

the people it serves. Safety is a core value

of the Group and the safety of employees,
contractors, customers and the public always
comes first. ESB believes that all operational
processes can be designed and operated in an
inherently safe manner. This belief guides the
approach to safety across all business activities
and is reinforced through strong and visible
leadership throughout ESB. Pride is taken in
safety achievements and an open and proactive
health and safety culture is promoted with the
full involvement of all.

The Chief Executive has overall responsibility
for the management of health and safety in
ESB. Functional responsibility is shared with
all senior management and, in turn, with each
manager, supervisor, team leader and every
employee. The Board has a Health, Safety and
Environment Committee, which monitors safety
performance on matters of policy and strategy
and overall health and safety performance of
the Group.

All ESB business units have safety management
systems in place, many of which are certified

to the OHSAS 18001:2007 standard or
equivalent. ESB rigorously enforces safety
policies and standards to achieve the ultimate
target of an incident and injury free environment.

SAFETY PERFORMANCE IN 2015
There were no fatalities to employees or
contractors arising from ESB activities in 2015.

The safety programme in 2015 has focused on
the implementation of the Safety Leadership
Strategy based on the four pillars of leadership,
competence, compliance and engagement and
each business area models its local health and
safety programme on these four pillars.

ESB completed a safety cultural assessment
survey involving all employees in ESB Networks
business and have developed a detailed
strategy to implement recommendations arising

from the survey. ESB also continued to make
progress in other business units on improving
its safety performance in key risk areas of the
business including process safety, managing
contractors and the safety of the public who
use its services.

ESB completed the implementation of a new
Environment, Health and Safety System, which
supports a risk-based approach across the
Group. The new system replaces a number

of separate incident and audit recording
systems in each business unit and will facilitate
easier recording and tracking of all safety and
environmental incidents across ESB.

Regrettably, a member of the public was fatally
injured in June 2015 in an electrical incident
involving use of an extended telescopic hedge
trimming device that came into contact with an
overhead electricity line.

LOST-TIME INJURIES (LTIs)

There has been a steady reduction in
employee and contractor LTls since 2004.
The number of LTls in 2015 (58) is lower than
2014 (78) however it represents an increase
on the number in both 2013 (43) and in 2012
(87). While the majority of these injuries were
of low severity, the significant increase in LTls
in recent years is a cause for concern as ESB
continues to focus on reducing risks in the
business that give rise to injurious incidents.
The most common causes of LTls are slips
and trips, handling, lifting and use of tools and
equipment.

HIGH-POTENTIAL INCIDENTS

In addition to focusing on LTls, ESB
categorises all injurious incidents and near
misses with a particular focus on high-potential
incidents that could lead to more serious
outcomes. All high-potential incidents and LTIs
are investigated to determine the root cause
of each incident. The most significant safety
risks arising from high-potential incidents for
ESB remain electricity, driving and transport,
working at height and use of tools and
equipment.
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PEOPLE

ESB PEOPLE STRATEGY
@ The capabilities and commitment of
ESB's employees helps set ESB apart.
In 2015, the ESB People Strategy continued to
provide the focus and direction for many human
resource initiatives and actions. The strategy
is designed to support the overall ESB Group
Strategy objective of developing an Engaged
and Agile Organisation. In order to achieve this
objective the following four areas are focused on:
B Developing people
B Employee health and wellbeing
B Diversity and inclusion
B Employee engagement

DEVELOPING PEOPLE

There is a number of integrated human resource
processes embedded in the organisation which
ensures that ESB delivers its Group Strategy.

Resource Planning

Resource planning in ESB focuses on identifying
the number of employees required and the
capability these employees need for the successful
delivery of ESB's Group Strategy. During the
process the gap between the current number and
capability and future requirements is identified.
Action plans are agreed and implemented to
ensure that these gaps are bridged.

Employee Development

ESB is committed to developing all its employees
so that they have the skills and competencies

to be effective in their current role and to build

a career in the organisation based on their

requirements and the organisation’s requirements.

Building employee capability continues to be a
strategically important activity as ESB seeks to
manage its different business environments and
the challenges each poses. The Group's Annual
Performance and Development Process provides
the platform for the identification and delivery of
targeted learning and development solutions.
Effective development is based on specified
competencies that align with the needs of each
individual and the Group.

Manager Development
Following the development of the Management

Development Framework in 2014 a Managing
People in ESB - Managers Guide was developed
to support managers in understanding their roles,
associated competencies and development options.

ESB continued its investment in developing

the skill set of its managers and in building a
high performance culture. The focus in 2015
was on the middle and front line / team leader /
supervisor levels through a three day Leadership
Communications Programme, with a focus on
performance conversations skills.

The CPD Accreditation Award, for the period

from 1 June 2015 to 1 June 2018, was made

to the Chief Executive and Executive Director of
Group People and Sustainability at an event in
July 2015. This award recognises ESB as a best
practice organisation with regard to the support
provided to its engineers to further their continuing
professional development (CPD) through its HR
systems and practices.

ESB continues to run the Human Resource
Management (HRM) for Line Managers
Programme, this programme develops people
management capability among line managers.
This programme is accredited by the Chartered
Institute of Personnel and Development (CIPD).

In addition, ESB held a competitive process,
which was open to all employees in order to select
a number of candidates who will be supported to
undertake a part-time MBA.

Graduate and Apprentice Recruitment
and Development

Almost sixty new recruits (from all disciplines)
commenced a three year graduate programme in
September 2015. The development programme
includes a centrally managed induction event, work
assignments, off-the-job business specific training,
personal skills development and mandatory training,
supported by a mentoring relationship.

The Group announced in 2015 that it is to recruit
three hundred apprentices over the next five
years as part of a large scale recruitment and
development programme.

EMPLOYEE HEALTH AND WELLBEING
ESB is strongly committed to supporting
employees in maintaining good health and
wellbeing. ESB's Health and Wellbeing
Programme is focused on supporting employees
to reach their full potential in the workplace
through the promotion of good mental, physical
and emotional wellbeing. It is focused on
providing proactive health programmes that offer
information and advice to employees to help
them to create and maintain a healthy lifestyle.
The programme also provides effective remedial
support as employees face ill health and other
personal life challenges through an occupational
health medical service, an Employee Assistance
Programme, psychological counselling and
through a range of other wellbeing support
measures.

Positive mental and physical health promotion
among ESB employees was acknowledged

with the achievement of the Chambers Ireland
Excellence in the Workplace 