E Energy for
generations

INTERIM ACCOUNTS 2013

Consolidated Condensed Financial Statements
as at and for the six month period ended
30 June 2013






Energy for

generations esb.ie
27 Sraid Mhic Liam lochtarach, Baile Atha Cliath 2, Eire 27 Lower Fitzwilliam Street, Dublin 2, Ireland
Fén +353 1 676 5831 Phone +353 1 676 5831

Responsibility statement of the board members in respect of this half-yearly financial
report

We confirm that to the best of our knowledge and belief that the unaudited consolidated
condensed set of financial statements for the six month period ended 30 June 2013, which
comprise the consolidated condensed income statement, the consolidated condensed
statement of comprehensive income, the consolidated condensed balance sheet, the
consolidated condensed cash flow statement, the consolidated condensed statement of
changes in equity and the related notes thereto, have been prepared in accordance with IAS
34 Interim Financial Reporting as adopted by the European Union.

On behalf of the Board,

Lttt

Lochlann Quinn

Chairman

Chief Executive

26 September 2013






Chartered Accountants
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Ireland

Independent review report of KPMG to the Electricity Supply Board

Introduction

We have been engaged by the Electricity Supply Board (“ESB” or “the company™) to review the
consolidated condensed interim financial statements for the six month period ended 30 June 2013,
which comprise the consolidated condensed income statement, the consolidated condensed statement
of comprehensive income, the consolidated condensed balance sheet, the consolidated condensed cash
flow statement, the consolidated condensed statement of changes in equity and the related notes
thereto. We have read the other information contained in the half-yearly financial report and
considered whether it contains any apparent misstatements or material inconsistencies with the
information in the consolidated condensed interim financial statements.

This report is made solely to the company in accordance with the terms of our engagement. Our
review has been undertaken so that we might state to the Company those matters we are required to
state to it in this report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company for our review work, for this
report, or for the conclusions we have reached.

Directors’ responsibilities

The consolidated condensed interim financial statements are the responsibility of, and have been
approved by, the Board Members.

As disclosed in note 2, the annual consolidated financial statements of the Company are prepared in
accordance with International Financial Reporting Standards (“IFRSs”) as adopted by the European
Union (“EU”). The consolidated condensed interim financial statements have been prepared in
accordance with 1AS 34 “Interim Financial Reporting”, as adopted by the EU.

Our responsibility

Our responsibility is to express to the Company a conclusion on the consolidated condensed interim
financial statements, based on our review.

Scope of our review

We conducted our review in accordance with International Standard on Review Engagements (UK
and Ireland) 2410, “Review of Interim Financial Information Performed by the Independent Auditor
of the Entity”, issued by the Auditing Practices Board for use in Ireland and the UK. A review of
interim financial information consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing (UK and Ireland) and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.
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KPMG, an Irish partnership and a member firm of the KPMG network of
independent member firms affiliated with KPMG Intemational Cooperative
(“KPMG International ™). a Swiss entity,



Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the consolidated
condensed interim financial statements for the six month period ended 30 June 2013 are not prepared,
in all material respects, in accordance with [AS 34 as adopted by the EU.

Patricia Carroll I%[{{M@_ﬂ\’@

For and on behalf of

KPMG

Chartered Accountants, Statutory Audit Firm
Bubtm, Ireland

26 September 2013



Consolidated Condensed Income Statement

For the six month period ended 30 June 2013

Revenue

Other operating income
Operating costs
Operating profit

Net interest on borrowings
Financing charges

Fair value (losses) / gains on financial instruments

Finance income

Net finance cost

Share of joint ventures' profit
Profit before taxation
Income tax (expense) / credit
Profit after taxation

Attributable to:
Equity holders of the Parent

Non-controlling interest

Profit for the financial period

Signed:

Chairman

Unaudited Unaudited

June 2013 June 2012

Notes €'000 € '000
4 1,711,764 1.641.201
5 11,967 18.467
6 (1,364,919) (1,.350.512)
358,812 309,156
7 (104,687) (86.307)
7 (24,778) (27.933)
7 (24,537) 14,589
7 932 1,147
(153,070) (98,504)

12 8,494 7,758
214,236 218.410

17 (26,636) 14.413
187,600 232,823

187,465 232,784

135 39

187,600 232,823

igned: 47 1 [
Sg d // C‘ : C‘r.{/ﬂ/

Chief Executive

Signed: W

Group Finance Director




Consolidated Condensed Statement of Comprehensive Income
For the six month period ended 30 June 2013

Unaudited Unaudited
June 2013 June 20112

€'000 €000
Profit for the financial period 187,600 232,823
Items that will never be reclassified subsequently to profit or loss:
Defined benefit pension scheme actuarial gains / (losses) 11,585 (47.506)
Tax on items that will never be reclassified to profit or loss (2,665) 11,639

8,920 (35.867)
Items that are or may be reclassified subsequently to profit or loss:
Effective hedge of a net investment in foreign subsidiary 1,190 (841)
Translation differences on consolidation of foreign subsidiaries and joint ventures ' (27,695) 5,530
Fair value gains / (losses) on cash flow hedges 72,076 58,620
Fair value gains / (losses) on cash flow hedges in joint ventures (2,669) (2.687)
Transferred to income statement on cash flow hedges (31,329) (25,755)
Tax on items that are or may be reclassified subsequently to profit or loss (12,678) (4,493)
Tax on items that are or may be reclassified subsequently to profit or loss for joint ventures 747 691
Tax on items transferred from OCI 3,736 3,166

3,378 34,231
Other comprehensive income for the financial period, net of tax 12,298 (1,636)
Total comprehensive income for the financial period 199,898 231,187
Attributable to:
Equity holders of the parent 199,763 231.148
Non controlling interest 135 39
Total comprehensive income for the financial period 199,898 231,187

" Included within foreign currency translation differences above are translation losses relating to the retranslation of joint venture investments at the
balance sheet date of €4.0 million (period ended 30 June 2012: gains of €2.5 million) (see note 12).

Signed: Signed: b A
Chairman Y Chief Executive ~ //,, :

Signed: %“M/C/ '

Group Finance Director




Consolidated Condensed Balance Sheet

As at 30 June 2013

Unaudited Audited

June 2013 December 2012

Notes €'000 €'000
ASSETS
Non-current assets
Property, plant and equipment 9 10,100,305 10,287,736
Intangible assets 10 203,221 287,598
Goodwill 11 177,022 185,938
Investments in joint ventures 12 - 31,436
Financial assel investments 12 55,761 48,849
Derivative financial instruments 20 383,666 353,956
Deferred tax asscts 203,056 231,970
Total non-current assets 11,123,031 11,427,483
Current assets
Inventories 13 128,285 133,016
Derivative financial instruments 20 109,924 84,326
Current tax assel - 1,380
Trade and other receivables 14 699,361 794,131
Cash and cash equivalents 15 133,571 159,405
Assets held for sale 16 37,876 -
Total current assets 1,109,017 1,172,258
Total assets 12,232,048 12,599,741
EQUITY
Capital stock 1,979,882 1.979.882
Translation reserve (33,457) (6,952)
Cash flow hedging, revaluation and other reserves 239,429 203,397
Retained earnings 1,713,177 1,601,343
Equity attributable to equity holders of the Parent 3,899,031 3.777.670
Non-controlling interest 1,980 1,845
Total equity 3,901,011 3,779,515
LIABILITIES
Non-current liabilities
Borrowings and other debt 19 3,866,743 4,124 413
Defined benefit pension obligation 21 111,973 132,524
Liability for pension obligation 22 741,234 723,826
Employee related liabilities 22 120,399 146,415
Trade and other payables 23 - 7,813
Deferred income and government grants 24 576,403 592,376
Provisions 25 182,566 184,586
Deferred tax liabilities 851,204 854,068
Derivative financial instruments 20 576,037 597,752
Total non-current liabilities 7,026,559 7,363,773
Current liabilities
Borrowings and other debt 19 422,991 449 246
Liability for pension obligation 22 57,091 90,941
Employee related liabilities 22 64,531 67,090
Trade and other payables 23 545,710 615,087
Deferred income and government grants 24 41,803 49,707
Provisions 25 49,279 90,731
Current tax liabilitics 21,356 22,488
Derivative financial instruments 20 90,793 71,163
Liabilities associated with assets held for sale 16 10,924 -
Total current liabilities 1,304,478 1,456,453
Total liabilities 8,331,037 8,820,226
Total equity and liabilities 12,232,048 12,599,741
Signed: Signed: /4 // :
Chairman Chief Executive ~ / ‘g NV fad
- \

Signed: WM‘O ’f

/Ca...m/

Group Finance Director
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Consolidated Condensed Statement of Changes in Equity

As at 30 Junc 2013

tnaudited reconcilintion of changes in cquity

Balance at T January 2012

Total compreliensive income for the period
Profil for the Timancial period
Delied benefit scheme actuarial losses
Transfers to retained camings
Translation difTerences net of hedging
Cash flow hedges:
- Net fair value gains
- Translers 1o income slatcment
- Finance cosl {interest)
- Finance cosl (foreign translation movements)
- Other operaling expenscs
- I*air value gains for hedges m joint ventures
Tax on ileras taken directly to stalement of cemprehensive
income (OCI}
Tax on ilems transferred 10 income stalement
Tax on ilems taken direetly fo (CI for joint venturcs
Total compretensive income [ {loss) for the period

Baiance at 30 June 2012

Balanee at 1 January 2013

Total comprehensive incane for the perimd
Profit for the financial penod
Defined benelil scheme acluarial gains
Transfers lo retained earnings
Translatien differences net of hedging
Casl: flow hedges
- Net fair value gains/(losses)
- Transfers lo income slatement
- Finanec cost {inlcresl)
- Finance cost {foreign transtation moventents)
- Other operaling expenses
- Fair vatue gains for hedges in joint ventures
Tax on ilems laken directly {o stalemenl of comprehensive
tncome (OCTH
Tax on items (ransferred to income stalement
Tax on ftems taken dircetly (0 OC| for joiat ventures
Total comprehensive income for the period

Transactions with owners recognised directly in cquity
Dividends
Balance at 30 June 213

Cipital  Franslation  Cash Flow  Retained Total Non TFetal Equity
Stock Reserve Hedping  Earaings Controlling
and Other interesi
Reserves |

€'000 € '000 € '000 €004 €000 € '000 € ‘00
1,979 882 (17.467) 336306 1474234 3792953 1,832 3,794,787
- - - 232,784 232,784 39 232,823

- - {47.506) - (47.506) - (47.506)

- - (2.771) 2,771 - - -

- 4,689 - - 4,689 4,689

- - 38620 - 38,620 - 58.620

- - 109 - 109 - 109

- - {27.250) - (27,250 - (27.250)

- - 1,386 - 1,386 - 1.386

- - (2.687) - {2.687) - (2.687)

- - 7.146 - 7.146 - 7.146

- - 3,166 - 3,166 - 3166

- - 691 - 691 - 691

- 4.689 (9,0%6) 235,555 231,148 3% 231,187
1,079.882 (12.778) 347210 1,709,789 4,024,103 tB71 4,825,974
1.979 882 {6.952) 203397 1601343 3.777,670 1,845 3'!7:7_9.5_1:5
- - - 187.465 187,465 135 - '-"-'{3_7_50_0

- - 11,585 - 11,585 S § 51

) - Q.77 2771 - -

- {26.505) . - (26,5053 - . {(26/505)

) . 72.076 - 72,076 - 2076

- - 2.160 - 2,160 - 2080

: . (6.879) - (6.879) - {6879

- - (26.610) - (26,610 - [26810)

- - (2.669) - (2.669) - R,669)

- - {135,343) - {13.343) - (15343

- - 3.736 - 3,736 - 3,736

- - M7 - 747 - T

- {26.505) 36,032 190,236 199,763 135 . 199,898

- - - {78.402) (78,402) - (7R40D)
1,979,882 (33,457) 239,429 1,713,177 3,899.031 1,980 3,901,811

' The eash Row hedging and other reserves comprises of {i} a €52.3 million revaluation resenve {December 2012: €333 million) which arose lollowing the acquisilion
of the rentahning 30%% of Synergen Power Limited in 2009, (i) other reserves relating 1o the NiE defined benefyt pension scheme ol €(124.2) million (December 2012:
€133 2} nsillion}. and {iii) cash low hedge reserve of €311, 1 million {December 2012; €281.3 million)



Consolidated Condensed Cash Flow Statement
For the six month peried ended 30 June 2013

Cash [tows from eperating activities
Profit before laxation

Adjustments for;

Depreciation and amortisation

Amortisation of supply contributions

Net emissions cashflow

Loss / (profit} on disposal of non-current assets
tspact of fair vaiue adjustments in operating profit
Net finance cost

Profits from jointl ventures

Operating cashilows before changes in working capital and provisions

Charge in relation to provisions

Charge in relation to employee related Habilities
Utilisation of provisions

Utilisation of employee refated liabilities
Decrease in trade and other receivables
Decrease in inventories

Decrease in rade and other payables

Cash generated from operations

Current tax refunded
Financing costs paid

Net cash inflow from operating activities

Cash flows from investing activifies

Purchase of property, plant and equipment

Purchasc of intangible assets

Proceeds from sate of property, plant and equipment and investments
Purchase of financial assets

Dividends received from joint venture undertakings

Interest reeeived

Net cash outflow from investing activities

Cash flows from financing activities

Dividends paid

Repayments of term debt facilities and finance Icases
Preceeds from the issue of new debt

Decrease in other borrowings {net)

Payments on inflation linked interest rate swaps

Net ¢ash outflow from financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents at  January
Effect of exchange rate fluctuations on eash held

Cash and eash equivalents at 30 June

Notes

Unaudited Unaudited
June 2013 hme 2012
€ '00¢ € '000
214,236 218410
337,597 345,534
(16,657) (17,486)
21,528 -
118 (504)
6,045 9,911
153,070 98,504
(8.494) (7,758)
707,440 646,611
2,225 3,624
13,239 6,098
(6,348) {7,791)
{86,929 (56,783)
76,393 43,523
4,731 9,236
(68,245) {60,246)
042,500 584,272
2,389 9,616
(124,478} {116,215}
320417 477,673
(253,518) {250,190}
(7,965) {23.529)
186 181
{11,484} {12,143)
17,8685 5,766
932 1,147
(254,044) (277,138)
{78,402 -
(154,406) (172,106}
35,846 128,921
(85,532) (239,724)
{6,294) {4,045}
{288,788) (306,954)
(22,415) (106,419
159,405 277,409
(3.41%) 3,576
133,571 174,566




Notes to the Consolidated Condensed Financial Statements

REPORTING ENTITY

1iSB is a company domiciled in the Republic of Iretand. The condensed consolidated interim financial statements ol ESB us at and for the
six tonths ended 30 June 2013 comprise 1he resuils of the Company and its subsidiaries (logether referred Lo as ESB or 'the Group') and
the Group's interests in associales and jointly controlled entities. These resulis are unaudited but were reviewed by our auditors. The
condensed financial informagion herein does not constitule the statutory Nnancial statements of ESB. which were prepared as al and for the
year ended 3t December 2012 and are available on our website www.esh.ie. The auditor's report on those financial statements was
unqualificd.

STATEMENT OF COMPLIANCE

‘These condensed consclidated interim financial stalemenis have been prepared in accordance with International Financial Reporting
Standards (IFRS) TAS 34 - Interim Financial Reporling as adapted by the ELL They do not include all of the information reguired for fuli
annual financial statements, and should be read in conjunction with the consolidated financial statements of the Group as at and for the
year ended 31 December 2012,

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies applied by the Group in these condensed consolidated financial statements are the same as those applied by the
Group in its consolidated financial statements as al and for the year ended 31 December 2012 excepl as otherwise described below,

The following emendiments 1o exisling standards and interpretations were elTective [or the current period. The amendments to 1AS 1, [FRS
{3 and [AS 19 have had an immaterial impact on the measurement and disclosure of certain transactions and balances in the Group's
interim financial stalemeiis:

Accounting standard / interpretation Effective date
Presentation of #ems of Other Comprehensive lncome (Amendments to 1AS 1) 1 July 2012

IFRS 13 Fair Value Measurerment | January 2(H3
[AS 19 Limployee Benelits (2011) I $anuary 2013
Disclosures - Offsetting Financial Assets and Financial Liabilitics (Amendments to FRS 7} [ fanuary 2013
Annual improvements to [FRS's 2009-2011 Cycle (issued May 2012) | January 2013

A number of new standards. amendmenis to standards and interpretations are not yel eflective for the period, and have not been applied in
preparing the financial statements. We are currently assessing the full impact of these amendments on the Group.

Accounting standard / interpretation Expected effective date

IFRS 10 Consotidated Financial Statements, [FRS 1 Joint Arrangements, IFRS 12 Disclosure of I January 2014
Interests in Other Enlitics. TASR also issucd [AS 27 Separate Financial Statements (20t 1), which
supersedes |AS 27 (2008) and 1AS 28 Investments in Associales and Joinf Ventures {2011), whicl
supersedes 1AS 28 (2008).

OiTsetting Financial Agsets and Financial Liabilitics (Amendment to 1AS 32) | fanvary 2014
Investment Entities {(Amendments to IFRS 10, IFRS 12 and IAS 27) 1 January 2014
Recoverable Amount Disclosures [or Non-Financial Assets {Amendiments 1o [AS 36) 1 January 2014
IFRS 9 Financial Instruments {2009, and subsequent amendments 2010) | January 2015




Notes to the Consolidated Condensed Financial Statements

4, SEGMENT REPORTING

203
{i} Segment revenue - 2013
ESB Generation Consolidation
Eleetric E£sp  and Wholesale Other and - . ]
Ireland Networks Markets ' NIE? segments  clminations  ‘Fotal
€ '8 £ '000 €000 €000 €000 £ 00 € '1}09_
External revenues 1,042,577 239,624 242,567 128,606 58,390 - 1TILT64
Inter-segiment revenue 1,869 221,377 575,350 11,144 92,126 (901.866) - . -
Revenue 1,044,446 461,001 817,917 139,750 150,516 (901,866)  1L764:
Al inter-segmient revenues are climinated upon consolidation and are reflecied in the climinations column above. o
(ii) Segment oprrating costs - 2013
Depreciation and amortisation (4,476) (172,110) (98,626} (38,300) {3,885} - -{337;59_?j
Otker operaling costs {990,589) (172,851) (570,151) {47,392) (148,205) 901,866 '(_1;927,3-_22}
{iii} Operating result - 2013
Operaling profil 49,381 132,476 149,140 33,858 (6.043) - 3'5_8','3.12::
Net finance cosl (314) {1,119} {15,393) (24,659)  {111,585) - (153,070)
Shate of jeint venlures' profit - - 8.809 - (315} - 8,494
Profit / {}oss) before taxation 49,067 131,387 142,556 9,199 {117,943) - -'2'12(.2"361.:
2012
{i) Scgment revenue - 2052
ESB Generation Consolidation
Eilectric ESB  and Wholesale Other amd
freland Networks Markets ! NIE? segments  climinations . Total
€ '000 € '000 €'a00 €000 €000 €000 e
External revenucs 976,407 234 844 251,534 127,145 51,271 - 3_-1_,‘64’[,2@!_
[nter-sepment revenue 1.940 200.249 560,562 12,626 93,875 {869,252y L
Revenue 978,347 435,093 812.096 139,771 143,146 (869,252) 1641261
All inter-segmenl revenites are eliminated upon consolidation and are reflected in the climinations column above.
{it) Sepment operafing costs - 2012
Depreciation and amortisation (6257 {169.005) (99,525 (64,090) (6.657) - (345,534)
Other eperaimg costs {949.78°7) (181,660 {571.176) {41,320} {130,287) 869252 (_1'_,'004;9_7_8)-
(iii} Operating resalt - 2412
Operating profit 22303 101,309 142,253 34,361 8,930 - 369,156
Nel finanee cost {409 (837} (20214 {21,952) {55,062) - '-{93',50_4_)
Share of joint ventures' profil - - 7,758 - - - . 7958
Profit / (loss) before taxation 21.894 100,472 129 797 12,409 {46, 162) - 28,410

' lirom 1 January 2013, in accordance with a revised structure for reporting to the CODM. TESB Energy International has been renamed as ESB Generation
and Whelesale Markets and results now reflect the transfer of the engineering consulting business frosn ESB Energy Intemnational, and aspects ol the
telecommunications business from ES13 Networks, into Other segments. The 2012 segmental results have been restated to refleet this change, which docs
noi impact the 2012 censolidated results ol the ESB Group.

NIl segment includes depreciation on latr value uplifl recognised on acquisition of NIIZ,
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Notes fo the Consolidated Condensed Financial Statements

w

OTIHER OPERATING INCOME June 2013 June 20§12

£ '800 €000
Anmortisatien of supply contributions 16,657 17.486
{1.0s3) / profit on disposal of property, plant and equipment and intangible asscis {t18) 143
Profit on disposal of investment - 838
Fair value nsovements on assets held at Fair value through profi and loss (note 12) } (4,372) -
Total 11,967 18 467

' These lair value movements relate to adjustments (o the value of investments in renewables enterprises held by Novusmodus

OPERATING COSTS June 2013 June 2012

€ "0 €'000
Employce costs (note 8) 117,306 242952
fuel costs 410,570 306,687
Qtker clectricity retated costy 147,934 148,726
Operations and maintenance ' 251,512 216,613
Depreciation and mmorlisation (noles 9/ 10) 337,597 345,534
Total 1,364,919 1,330,512

! Operations and maintenance costs in 2012 have been restated 10 reflect a change in accounting for costs incurred by NIE Limited, on work
performed under regulatory licence. These costs totalling €6.3 million were previously disclosed wilkin other electricity relaled cosis in 2012,
Ineoms s also recognised in relation {o this work, within revenue.

NET FINANCE COST AND OTHER FINANCING CHARGES June 2013 June 2012
€ '000 €'000
laterest payable on borrowings 119,188 97,571
Interest payable on linance leases 1,637 2,182
Interest payable 120,825 99 763
Less capitalised interest (16,138 {13,456}
Net interest ot borrowings 104,687 86,307

Financing charges:

- on defined benefit pension scheme (note 21} 2,388 438
- on liability for pension obligation (notc 22) 18,096 20219
- o employee refatod liabilitics (note 22) 1,963 1.701
- on power station closure costs (note 25} L7176 4.395
- on other provisions (nole 25) 555 1,18
Total financing chiarges 24,778 27,933

Fair value (gains) / losses on financial instrumeats:

- currency/interest rate swaps: cash flow hedges, transfer from OC] 2,160 109

- interest rate swaps and inflation linked swaps not qualifying for edge accounting 22,487 {14,121)
- foreign cxchange contracts not quatifying for hedge accounting {110} (577)
Total fair value losscs / {gains) on financial instruments 24,337 {14.589)
Finance cost 154,002 89,651

Finanee income {932) (L.147)
Net finance cosi 153,070 98,504

The lnancing charges on provisions are catculated in accordance with (he policy for discounung of future payieni obligalions.

Fair value {gains) / losses on interest rale sswaps and inflation linked interest rate swaps primarily relate 1o Tair value movements on inflation
linked inlerest rate swaps, which were acquired as part of ihe purchase of the NIE busingss in Decernber 2010 These swaps do not qualify
for hedge accounting under JIAS 39 and accordingly fair vahwe movements following (heir acquisition are recognised in lhe inceme statement.
Their fair value is aflfected by relative movements in interest rates and in market expectations of future retail price indes {RPI) movements in
the United Kingdom. Movements in 2013 also include the valoation ol interest rate swaps contracted i December 2012,

In addition 1o (he amowits transferred from other comprehensive imcome relating to inlerest rate swaps and foreipn exchange contracts
disclosed above, a further €6.8 million {June 2012: €27.3 million) has been translerred ffom the cash flow hedge reserve 1o net finance cost
and other financing charges during the period. However, these amounts are fuily offsct by movements in the translation of the underlying
hedged foreipn currency borrowings al the prevailing exchange rates

1



Notes to the Consolidated Condensed Financial Statements

8. EMPLOYEES

(a) Employee costs in the period June 2013 fune 2012
€'000 €'000
Current staff costs {excluding pension}
Salaries 221,256 250,501
Overtime 10,864 94063
Social weifare costs (PRSI} 16,279 16,939
Other payroll benefits | 13,740 14,379
Capitalised payro!l {71,234) (74,122)
Net payroli cost for employees 154,901 217,160

(b) Pension and other employee benefit costs

NIE defined benefit charge : +,794 4,454
Defined contribution pension charge i 21,611 21,338

26,405 25,792
Total employee related costs charged to the income statement 217,306 242,952

' These benefits primarily include travel and subsistence expenses and accruals for holiday leave balances remaining at the period
end.

? The defined benefit charge relates solely to the Focus' section of the Northern Ireland Electricity Pension Scheme ('the NIE
Scheme') which is accounted for as a defined benefit scheme.

* The defined contribution charge includes contributions to the ESB Defined Contribution Pension Scheme, the ESB General
Employees' Superannuation Scheme and the 'Options' section of the NIE Scheme,
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Notes to the Consolidated Condensed Financial Statements

9. PROPERTY, PLANT AND EQUIPMENT Total
Land and Plant and assets in Assets under
buildings machinery commission construction Total
€'000 €000 €'000 €'000 € '000

Cost
Balance at 1 January 2012 1.089.980 14,206,970 15,296,950 829137 16,126,087
Additions 1,025 84,136 85.161 165.470 250,631
Retirements / disposals (10) (5.950) (5.960) - (5.960)
Transfers out of assets under construction 18.610 169,194 187.804 (187.804) -
Transfers to intangible assets . (23) (23) ~ (23)
Translation differences 5.861 122,998 128,859 5,625 134,484
Balance at 30 June 2012 1,115,466 14,577,325 15,692,791 812.428 16.505.219
Balance at 1 January 2013 1.132.073 14,846,030 15,978,103 038,759 16,916,862
Additions 415 67,669 68.084 208,252 276,336
Retirements / disposals (162) (4,524) (4,686) - (4.686)
Transfer to assets held for sale - (2,965) (2.965) - (2.965)
Transfers out of assets under construction 9,930 169.692 179,622 (179.,622) -
Transfers to intangible assets - (1,554) (1.554) - (1,554)
Translation differences (413) (182,105) (182.518) (15.398) (197.916)
Balance at 30 June 2013 1.141,843 14,892,243 16,034,086 951,991 16.986.077
Depreciation
Balance at 1 January 2012 593,525 5,370,236 5.963,761 - 5.963.761
Charge for the year 9,706 309,145 318851 - 318.851
Retirements / disposals (10) (5,441) (5.451) - (5.451)
Translation differences 66 37,922 37,988 - 37,988
Balance at 30 June 2012 603,287 5.711,862 6,315,149 - 6,315,149
Balance at 1 January 2013 615954 6,013,172 6.629.126 - 6,629,126
Charge for the year 10.595 311,627 322,222 - 322,222
Retirements / disposals (156) (4.226) (4,382) - (4,382)
Transfer to assets held for sale - (1.229) (1,229) - (1.229)
Translation differences (85) (59,880) (59,965) - (59,965)
Balance at 30 June 2013 626,308 6,259 464 6,885,772 - 6,885,772
Net book value at 30 June 2013 515,535 8,632,779 9,148,314 951,991 10,100,305
Net book value at 31 December 2012 516,119 8.832 858 9,348,977 938,759 10,287,736
Net book value at 30 June 2012 512,179 8.865.463 9.377.642 812,428 10,190,070
Net book value at 1 January 2012 496455 8.836.734 9,333,189 829,137 10,162,326

During the period the group capitalised interest of €16.1 million (June 2012: €13.5 million) in assets under construction, using an effective interest rate of’
5.25% (June 2012: 5.25%).

The carrying value of non-depreciable assets at 30 June 2013 is €72.3 million (December 2012: €75 4 million).

Property, plant and equipment with a net book value of €nil at 30 June 2013 is included above at a cost of €2,563.9 million (December 2012: €2.494.3
million).

Retirements / disposals in both 2013 and 2012 primarily relate to the retirement of assets that have been fully depreciated.

Finance leases

All finance leases arc held by the Parent. The net book value of property, plant and equipment includes an amount of €15.0 million (December 2012: €20.0
million) in respect of plant and machinery held under finance leases. Depreciation charged on such assets during the period amounted to €5.0 million (June
2012: €5.0 million).
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10.

INTANGIBLE ASSETS

Cost
Balance at 1 January 2012

Software additions

Allocation of emissions allowances

Purchase of emissions

Settlement of emission allowances

Transfers out of software under development
Transfers from property. plant and equipment
Translation differences

Balance at 30 June 2012
Balance at 1 January 2013

Software additions

Purchase of emissions

Software disposals

Settlement of emission allowances

Transfers out of software under development
Transfers from property. plant and equipment
Translation differences

Transfer to assets held for sale

Balance at 30 June 2013

Amortisation
Balance at 1 January 2012

Charge for the year

Retirements / disposals
Translation differences

Balance at 30 June 2012
Balance at 1 January 2013
Charge for the year

Retirements / disposals
Translation differences

Balance at 30 June 2013

Net book value at 30 June 2013
Net book value at 31 December 2012

Net book value at 30 June 2012

Net book value at 1 January 2012

Software and other Emissions  Software under

intangible assets Allowances development Total
€'000 € '000 €'000 € '000
479,666 168,680 34,487 682,833
1,688 - 21.034 22,722

- 68,554 - 68,554

- 807 - 807
- (127.475) - (127.475)
47.183 - (47.183) o
23 - - 23
4,308 731 1,320 6,359
532.868 111,297 9,658 653.823
541.855 110,340 7.953 660,148
2,566 - 5.399 7.965

- 7.082 - 7.082

(928) - - (928)

- (80.517) - (80,517)

1,471 - (1,471) -
1,554 - - 1.554
(8.064) (597) (102) (8.763)
(271) - - (271)
538,183 36,308 11,779 586.270
310,855 - - 310,855
26,683 - - 26,683
2,133 - - 2,133
339,671 - - 339,671
372,550 - - 372,550
15.375 - - 15375
(927) - - 927)
(3.949) - - (3,949)
383,049 - - 383.049
155,134 36,308 11,779 203,221
169.305 110,340 7.953 287.598
193,197 111,297 9.658 314.152
168.811 168.680 34.487 371,978

Software costs include both internally developed and externally purchased assets. The majority of these costs however are represented by internally

developed assets.

Emissions allowances are not amortised as they are held for settlement in the following year. A portion of the emissions allowances included above
were received by way of government grant and are also included in deferred income. as shown in note 24. From | January 2013, all new emissions

allowances must be purchased.

Other intangible assets include grid connections and other wind farm development assets.

Amortisation of intangible assets is charged to the income statement as part of operating costs.

14
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GOODWILL

€ a0t
Balance at | Jannary 2012 [81.664
Translation differences 0418
Baltance at 30 June 2012 188,082
Bakance at | January 2013 185,938
Translation differences 18.916)
Balanee at 30 June 2013 177,022

Goodwill was recogaised on the acquisition of NIE in December 20190, and rélates to the fair value of the expected return on future investment in
the Regulated Asset Base (RAB) of the NIE business. Goodwill is reviewed annually in ecember for impairment, by assessing the recoverable
amount of the investment, based on its value in use.

The annual impairment lest of Goodwill was cartied oul al December 2012 in accordance with 1AS 36. No reduction in {he value of gaodwill
was deemed {0 be required. subsequenl to the impaioment test noted. During the period to 30 June 2013, there were no additional indicalors of
impairment.

The Utility Regulator in Northern freland (NFAUR) annogunced in QOctober 2011 that the next price control programme {RP5) applicable to NI
would take offect from 1 October 2012 rathier than U Aprii 2032, WNIAUR published its final determination for RP3 in October 2012, In
November 2012 NIE advised the regulator thal regretiably it was unable to aceepl the proposed termns for the RPS price conirol. On 30 April 2013
the matter was referred to the UK Competition Commission. A (inal outcome is not expecled until later in 2013,

13
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12.

13.

FINANCIAL ASSET INVESTMENTS

Balance at 1 January 2012

Additions

Disposals

Share of profit

Fair value movement on cash flow hedges
Dividends received

Translation differences

Balance at 30 June 2012
Balance at 1 January 2013

Additions

Share of profit

Fair value movement on cash flow hedges

Fair value movement - transfer to income statement
Dividends received

Translation differences

Transfer to assets held for sale (note 16)

Transfer to other payables

Balance at 30 June 2013

Interests in joint ventures

Joint venture

Financial assets at
fair value through

The following companies have been included in the ESB Group accounts as joint ventures using equity accounting:

Name of the company

Bizkaia Energia SL
Marchwood Power Limited
Oweninny Power Limited
Emerald Bridge Fibres Limited

investments profit or loss Total
€'000 €'000 €'000
28,678 40.826 69.504
25 12,118 12,143

- (798) (798)

7,758 . 7,758
(1,996) - (1,996)
(5.766) - (5.766)
2,507 (62) 2,445
31,206 52,084 83.290
31,436 48.849 80.285
- 11,484 11,484

8.494 - 8,494
(1,922) - (1,922)
- (4,572) (4,572)
(17.805) - (17.805)
(3,972) - (3,972)
(17,492) . (17,492)
1,261 . 1.261

- 55,761 55,761
Holding Holding
30 June 31 December
2013 2012

Country

Spain

United Kingdom
Republic of Ireland
Republic of Ireland

% of share
capital owned

50%'
50%'
50%
50%

% of share
capital owned

50%
50%
50%
50%

' At 30 June 2013, the investments in Bizkaia Energia SL and Marchwood Power Limited meet the criteria for assets held for sale as outlined in IFRS 5

and have been reclassified at the balance sheet date.

INVENTORIES

Materials
Fuel

June 2013  December 2012

€'000 €000
44,915 55,687
83,370 77.329
128,285 133,016

Inventories consumed during the six month period ended 30 June 2013 totalled €95.5 million (six months ended 30 June 2012: €91.1 million). There
were no inventory impairments recognised during the period (year ended 31 December 2012: €nil).



Notes to the Consolidated Condensed Financial Statements

14. TRADE AND OTHER RECEIVABLES

June 2013 December 2012

€000 €000
Retail clectricity receivables - biled 126,092 91,352
Retail electricity receivables - unbilled 142,455 192,398
Total retail electricity receivables 269,147 283.750
SEM pool related receivables 45,204 99,093
Usc of System receivables (including unbitled) 154,145 167.798
Other electricity receivables 38,084 78.140
Total clectricity receivabley 556,580 628,78)
Trade recetvables - non-clectricity 42,229 45,149
Amounts due from joint venture undertakings - 8.265
Other receivables 65,095 63.382
Prepayments 35,457 48,354
Fotal 699,361 To4.131

Wholesale and retail eredit risk

Trade, other receivables and unbilled consumption can be divided inio final retail clectricity customers (billed and uabilled), SEM pool related
receivables, use of systcm reccivables. and other {non-electricity) receivables. Risks refating to these receivables have not changed significantly
from those disclosed in the most recent annual reporl.

15. CASH AND CASH EQUIVALENTS

June 2013 December 2012
€'009 €'000

Cash at bank and in hand 133,571 159,405

16. ASSETS AND LIABILITIES HELD FOR SALE
June 2013 December 2412

€ "G00 €104
Investments in joinl venturcs 17,492 -
Otler non-current assets 2.607 -
Current assets 18,377 -
Total assets for sale 37876 -
Total liabilities associated with assets for sale (10,924} -
Total assets held for sale - net 26,952 -

Further to the Irish Government's proposal in February 2812 that ESB would dispose of some non-sirategic gencration capacity. on 27 February
2013 ESB announced its intention o sell its 30% sharcholding in each of its international tolling plants, namely Marchwood Power Limited in
ihe UK and Firkaia Energia SL in Spain,

At 30 June 2013, the invesimenis in these joint ventures mect the criteria for assels held for sale as outlined in IFRS 5 amd have been
rectassified at the balance sheet date.

The remaining assels and liabilitics held for sale relate to the Group's investment in Powerteam Electrical Services (UK) Limiled, which is also
held for sale at 34 June 2013,

The assels and [fabilities held for sale arc reclassified at their carrying values, which are lower than their estimated fair values tess costs to sell.
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17.

18.

TAXATION
Income (ax expense / (eredit) June 2013 June 2012
€'060 €000
Current tax expense / (credif)
Cusrent tax 16,218 12,622
Prior year over provision 1 (16,807) (1,340}
(589) 11,282
Deferred tax expense / {eredit}
Origination and reversal of temporary differences 8,616 18,009
Deferred tax nal previously recognised - (28.800)
Effeel of decrease in UK tax rate on opening deferred tax liability ; - (14.628)
Prior year under / (over) provision ! 18,609 {(276)
27,225 {25.695)
Total 26,036 (14.413)

' The prior year over and under provision relates matndy w a change in tax treatment adopted by NIE in: relation to inflation linked
interest rate swaps. The proposed tax treatment for these contracis has been clarificd with HMRC during the period, and the revised
classification reflects the expected treatment.

? Reductions in the UK corpotation tax rate in 2012 were substantively enacted on 26 March 2012 (1o 24%, effective from 1 April
2012) and 3 July 2012 (to 23%, cffective from | April 2013). The Group's UK deferred tax Hability at 30 June 2013 has been
calculated based on the rale of 23% substantively enacted al the balance sheel daie (June 2012: 24%).

* Further changes in 1he main rate of corporation lax for LK companies were substantively enacled for financial reporting purposes en
2 July 2013. The main changes in corporalion tax rates that will have a material impact on the carrying value of the Group's delerred
tax sssets and Habilities are as foHows:

= Reduction from 23% t0 21%. effective | April 2014 and

» Reduction from 2125 to 20%. cfiective | April 2015,

These changes in the carrying value of the Group's UK delerred tax assets and liabilities will be reflected in the financial statements
for the vear ended 3t December 2013, and are expected 1o result in a deferred tax benefit in the Group resulls.
NON-CONTROLLING INTEREST

Nen-controlling interests at 31 December 2612 and 30 June 2013 relates to the minority sharchotdings in Crockahenny Wind Farm
L imited. Mountain Lodge Power Limited and Airvolution Lnerpy Limited.

18
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19. BORROWINGS AND GTHER BEBT

Finance Recourse Non-recourse June 2013 Becember 2012
{a) Borrowings leases  borrowings borrowings Total Total
€ 08 €'000 €' € '8 €000
Currentd borrowings
- Repayable by instalments 52.077 69,270 7,716 129,063 120760
- Repayable other than by instalments - 293.928 - 293,928 328486
Total current borrowings 52,077 363,198 7716 422,991 149 246
Non-current borrowings
- Repayable by instatments
Between one and two years - 85994 1.804 91,794 B0.61L1
Between two and five years - 256,513 16,411 272,924 282,202
Alter five yvears - 448,428 102,772 551200 577390
- 794.931 120987 215,918 940.203
- Repayable other than by instalments
Between one and two years - - - - 168,373
Between two and five years - 873,764 - 873,764 885306
After five vears - 1.389.669 687,392 2,077,061 2,130,531
- 2.263.433 687,392 2,950,825 3,184,210
Total non-current berrowings - 3,058,364 808,379 3,866,743 4,124,413
Total horrowings outstanding 52,077 3.421.562 816,095 4,289.734 4,573,659
See section (¢} tor details of applicable interest rates.
|Currcm horrawings by facility June 2613 December 2012 |
€ 008 €000
Ref
Emissions allowances financing arrangeinent i - 60,515
ESB stock 10,304 10,304
Long-term hank borrowings 6 69,270 62583
Privale placement borrowings 5 283,624 257.667
Non-recowrse long-term project finance debt 3 7,716 2.449
Capital element of finance Icases 7 52,077 55,728
422,991 149,246
[Nen-current borrewings by facility Junc 2013 December 2012 |
€'000 €'000
Ref
Fuel financing arrangement 4 29,727 29,664
Non-recourse long-term project finance debi 3 120,987 118.873
8B Eurobonds 2 1,412,437 1.427.884
NIE Eurabhonds 687,392 723,797
Long-term bank borrowings 6 782,030 954,771
Privale placement borrowings 5 834,170 869,424
3,866,743 4.124.413

Wilh the excepiion of borrowings relating to finance leases and the non-recourse project finance debt. which is secured against specilic assets.

none of the borrowings are scecurcd against the Group assets.

At 30 June 2013_ ESH was rated BRB+ from Standard & Ppor's and Fiteh and Baa3 from Moody's respectively. The outleok on the ratings of
Standlard & Poor's amd Fitch is stable. Moody's retain a negative outlook. largely associaied with their credil rating of the Irish sovereign.

Seme information on the Group's borrowings facilities is included below. More detaiied disclosure is included in the 2012 Annueal Report.

1 Emissions aHowances financing arrangement

I April 2012 the Group received €59.0 million lrom Lhe sale of emissions allowances, and at Lhe same dale contracied to buy them back in
February 2013 at a fixed price. This transaction had the effeel of a financing arrangement, and was disclosed in current berrowings at December

2012,

A
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19, BORROWINGS AND OTHER DERT (continued)

(a)

2

th

Borrowings {cantinucd)

ESB Eurobonds
In Murch 2010. 13SB issued a Stg£275.0 million 10 year Furobond with a fixed coupen of 6.5%%.

In September 2012, ESB Finance Limited issued a €606.40 million 5 year Eurobond with a fixed coupen of 6.25%.
In November 2012. 13SB Finance Limited issued a €500.0 mitlion 7 year Eurobond with a fixed eoupon of 4.373%.

Non-recounrse fong-term projeet finance debt

In September 2012 Carringlon Power Limited (CPL}. a wholly owned subsidiary of ESB, completed the {inancial clese of an 38 IMW Combined
Cyele Gas Turbine power (CCGT) plant in Carrington. near Manchester.  Finance was structured on a 70/30 deb/equity basis, with non-recourse
project finance lunding lacilitics of Stg£523.0 million being provided by a syndicate of banks, which incorporates export eredit support from the
Swiss Export Credit Ageney. SERV. Borrowings of Stg£108.4 million debt were drawn at the 30 June 2013 (December 2012: £100.3 million) .
The plant is scheduled to be commissioned by 2016.

Fuel Oinancing arranpementd

in December 2012 the Group received €30.0 million from the sale of luct inventories, and at the same date contracted 1o buy them back in
December 2015 at a fixed price. This transaction has the effect of a linancing arrangement. and is disclosed in non-current borrowings on the
previous page.

Private placement borvowings
The private placement debt and certain other facilities have conditions which require ESB 10 mainlain certain interest cover and asscl covenants.
To date ESI3 has been fully in compliance with all the covenant requirements associated wilh the private placement debt and other facilities,

Long-term1 bank berrewings

On 12 February 2013, the Group signed a new €1 .4 billion eredit facility with a syndicate of 13 banks, enabling the Group to draw down bank
finance as requiréd up to February 2018, This replaced the revolving eredit facility in place at 3[ December 2012, No borrowings were drivwn
under this facility at the balance shecl date.

Finance leases

Future finance lease comunitments for the Group are as follows:

June 2613 June 2013 December 2012 December 2012
Minimum Present value of Present vatue of
lease minimum fease Minimum lease  minimum lease
payments payments payments payments
¢ 'o00 € 000 €000 € '000
Amounts payable:
Within one year 33,670 32,077 39025 55,728
Bebween one and five years - - - -
53,670 52,077 59025 33728
Less future lease charges - {3,297)
Present value ol lease obligations 33,670 55.728

Hedge of net investment in {orcign eperations

Included in borrewings above are sierling denominated bank loans, which have been designated as a hedge of the Group's investment in a sterling

denominated subsidiary in the Uniled Kingdom. as outlined below.

Sterling denvminated loans designated as a hedge of Group's investment in subsidiary June 2013 June 2012

€ 009 £ '000
Value at 1 January 93,456 102,765
Repaymenls in period {5,565) (5.711)
{Gain) / loss on translation lo Fure (OC]) (4,481} 3.430
Value ot 30 Junc 43,410 100.484
{1.oss) / gain on translation ol nel investiment in subsidiary (OCI) {3,291) 2.588
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19.

h)

te}

BORROWINGS AND OTHER DEBT {continued)
Fuuding and liguidity management

The principal liquidity risks faced by the Group relate to cash flow requirements arising from day-to-day operations, maturing deb? ohlipations and
the funding of capital investment programmes. The Group’s Lreasury function manages this risk through a combination of liquid investments. cash
and cash equivatenls and undrawn commitled bank facilities. The Group negotiales faciiities with relationship banks and debl capital markets lo
pre-fund any requireraents arising from maturing debt and capital expenditure.

Al 30 June 2013 the Group had over €1.671.7 million inunediately available in cash or cash cquivalents and committed bank facilitics. ensuring
Hquidity demands can be met ns required. The commitied bank lacilities include a syndicated foan facility with a large number of well-rated
financial institutions as well as lacilitics with the EIB. Included in the amowl disclosed are lacilities totalling €140.0 million which may only be
drawn againsl certain scheduled capital expenditure.

The Group's tebl managemen! strategy tarpets a debt portfolio profile with a diverse mix of counterpartics. funding sources and maturilies.
Structured non-recourse and limiled recourse financing is used where appropriate. taking into account the eampatibility between fimding costs and
risk mitigation. All borrewing facilities are in compliance with the Eleciricity Acts and relevam regulatory requirements,

The maturity profile of the casrying amount of the Group’s borrowings, and the expiry of material undrawn commilled bank borrowing facilities
are as follows:

30 June 2013 31 Decembor 20012

Uiadrawn Undrawn

Maturing Prawa Debt Facility Drawn Debl Facitity
¢ "800 €008 €000 € '0og
In one year or less 422.9%1 - 449246 -
Between one and two years 91,794 - 248,984 643,770
Belween two and five years 1,146,688 1,397,900 §,167.508 750,000
In more than five years 2,628,261 219,484 2,707,921 237,984
4,289,734 1,617,384 4,573,659 1.633.754

Iaterest rate risk management

The Group's current inlerest rate policy is to have a minimum of 50%a of the debt portfolio at fixed (or inflation linked) rales of interest, with a
target of 75% at fixed (or inflation linked) rales of inlerest. This is achieved cither by borrowing direetly al fixed interest rates or via inlerest rate
swups. Al 30 Junc 2013, 95% of the Group's debl was fixed to maturity or inflation linked {December 2012: 93%). The fair value of interest rate
swaps 15 disclosed in Note 20.

[n respect of inlerest-bearing financial Habilities, the Tollowing table indicates their effective interest rates al the balance sheet date taking into
account the effect of interest rale swaps and cross currency swaps;

Effective Within | More than §

interest Total year [-2 ycars 15 years years
% € '000 £ 000 € '080 € '000 € '600

Finance leases {[ixed inlerest rate) 0.1% 52,077 52077 - - -
Private placeinent borrowings {fixed inlerest rate) 5.8% 1,117,794 283.624 - 257440 576,730
Non-recourse barrowings {fixed interest rale) 6.3% 816,095 7.716 1,804 16,411 790,104
Other long lerm borrowings (fixed and variable 4.4% 2,303,768 79,574 89,990 872,837 1.261.367

interest raie)

Included within other long ierm borrowings above are Mpaling rate Habilities of €350.2 million (2012: €318.3 miltion).

The elfective interest rale on the private placemenl borrowings kas been fixed Uhrough the use of cross currency swaps and interest rale swaps. The
cffcelive rate of non-recourse sterling borrowings of S12£131.9 niillion has been fixed using interest rate swaps. In the absence ol thesc interest

rate swaps, the [loating rale on the underlying sterling and euro borrowings al 39 Jure 2013 wouid be 3.3%. in line with prevailing intcrest rates in
1hose monelary areas on borrewings of a similar duration. In{lation linked swaps are included at equivalent nominat interesl rale levels.
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20. DERIVATIVE FINANCIAL INSTRUMENTS

Fair value by class of derivative financial instrument
The fair values of financial instruments, prouped by class ol instrument, are as foflows:

June 2013
Nou-current Current Non-curreni Current
asscls Assets linbilities Habilities S Taetal
€ " €050 £ '060 € "0 '-_'."_€?‘_ﬁ_l1|_}'."
Interast rale swaps 8.895 - {19,263} - L (10,368)
Infation finked interest rate swaps - - {465,363) (13.254) 7 (478,617)
Currency swaps - - (83.028} (24,621} U
Foretgn exchange contracis 7.344 13,398 {1,990) (7.128)
Forward fuel price contractls {96,775 63,972 (6.393} (45.790)
Forward electricily price contracis [70.652 33.534 - - - 204,206,
383,606 199,924 (576,037) {90,793} L {173:2408).
December 2012
MNon-current Current Non-current Current,
assels Assets fiabilitics liabilities Total
€000 €060 €'a00 £ '400 €000
Interest rale swaps - - {20.642) - {20.642)
[nftation linked inleresl rate swaps - - (487.425) {13,668) {301.093)
Currency swaps - - (81.578) {27.225) {108.803)
Forcign exchange contracts 3.546 5,326 (2.943) {2,083) 3.846
Forward luel price contracts 217167 52,051 {5.164) {28.187) 235867
Forward clectricity price contracis 133,243 26,949 - - 160,192
353,956 84,326 {(397,752) {71.163) (230.633)

Derivalive linancial isstriments arc carried at Tair value. The fair value of a financial instrument is the amount it coutd be exchanged for in an
arm's lengih transaction bethween informed and willing parties, other than in a forced or liquidation sale. The method used Lo calculate the fair
value of the Group's financial instrument(s is discounted eash flow analysis using a zero coupaon discount rate in line with swap markel convention.
‘This methed enables the Group to discount the cagh flows at a rate equal 1o the prevailing market rate of intercst laking into account maturity and
credil margin.

With the exception of inflation linked inlerest rate swaps, the great majorily of lhe.derivalive balances shown in the {ablcs on the previous page
are designated as cash flow hedges of interest rale, currency ar commaodity risk arising from highly probable forecast interest. revenue, or other
operuling cost cash lows.

When interpreting the positive and nepative fair values of derivative financial instruments, it should be noted that they are matched with
underlying transactions with offsetting risks. The fair vatue of derivative financial instruments is determined by discounting the dilference
belween Lhe coniractual forward price and the current forward price for the residual maturity of the coniract using a risk-free inlerest rate.

The interest rale used to discount future estimated cash fows was 1.63% (vear crded 31 December 20120 L.1%). The rale is based on the
EURIBOR yield curve at the reporting dale.

{i} Intercst rate swups
For interest rate swaps, the fair value takes into account Lhe fixed, floating and market rates prevailing at the year end. As inlerest rate swaps are
marked to market at the year end, their carrying value is cqual to their fair value.

‘Tolal fair value gains of €10.3 million were recopnised during the the six month period 1o 3¢ lune 2013 (June 2612: losses of €4.1 million) in
relation to interest rate swaps. of which a loss of €13.0 million was recognised directly in Gnance costs in the income statement., with a gain of
€23.3 million recognised in OCI {Junc 2012: losses of €4.1 million all recognised in finance costs}).

Inferest rate swaps of S1g€420.0 milfion were exccuted during 2012, which fixed the interest rate on project finance seured by Carringlon Power
Limited (CPL}. These forin part of an effective hedging relationship.

Further interest rale swaps of Stg£363.0 millicn were exceuted during 2012 in relaiion to fixed rate borrowings held by the Parent and ESB
Financc Limiled. as part of the Group's hedging strategy. Hedge accounting was not applied 1o these derivatives.

22



Notes to the Conseolidated Condensed Financial Statements

20. DERIVATIVE FINANCIAL INSTRUMENTS (continued)
Fair value by class of devivative financial instrument {continued)

(i) Inflation linked interest rate swaps

[nflation linked interest rate swaps with a fair value on acquisition of €272.5 million were acquired in December 2010 as pant ol the purchase of
the NIE business, During the six month period to 30 June 2013, negative fair value movements on these swaps of €2.2 million {June 2012:
positive lair value movements of €18.3 million) were recognised within finance costs in the income slalement, as hedge accounting was not

The inflation linked interest rate swaps did not qualify for hedge accounting under 1AS 39 on acquisition of the NIE business. Their fair value is
affecled by relative movements in interest rales and in market expectations of future retail priee index (RPI) movements in the United Kingdom.

(iii) Currency swaps

The lair value of currency swaps is alfetled by movements in foreign exchange and inlerest rates. ESB's curvency swaps are primavily classified
as cash flow hedges and relute mainly to Lhe cross currency swaps entered into in conneclion with the private placement debt, which is described
in nole 19. These cross currency swaps were cntered into in order 1o swap US dollar and sterling interest and principal repayments on the
underlying debt 1o cure. thereby hedping the risk on these paymenis over the periods (o maturity from 28 H) to 2023, Tncluded in the income
statement lor the six month period (o 30 June 2013 is of a gain of €6.8 million (June 2012: €27.2 million) arising on cross currency swaps which
is {ully offsct by movements in the translation of the underlying hedged Foreign currency borrowings at the prevailing exchange rales {see nofe 7).

In addition Lo foreign curtency forward contracts entered inlo in relalion to the Group's borrowings, the Group has eatered into foreign currency
contracts in relation 1o poof purchases, Tuel purchase requirements (which are in US dollar and pounds sterling) and in relation to power station
projects (including Carringlon Power Limited). These contracts have maturities extending unti! 2022, Total positive fair value movements of €4.7
million were recognised in the six month period to 30 June 2013 (Junc 2012: negative movements of €2,7 millien} in retation to such forcipn
exchange contracts, of which a positive fair value mavement of €7.1 million (June 2012: negative movements ol €4.5 million} was recognised
{hrough other comprehensive income and a negative fair value movetment of €2.4 million (June 2012: posilive movemenlt of €1.8 niillion) was
recogmised in the income stalement.

21. PENSION LIABILITY

Northern Ireland Llectricity Pension Scheme June 2013 June 2012
€ 900 £ '000
Net deficit at | January (132,524} (91.216}

Movements during Lthe period;

Actuarial gains / (losses) recogoised in OCtH during the period 11,585 {47,500}
Charpe to Lthe income statement {5,509} {4.454}
Pension contributions paid 14,157 13.528
Met pension scheme interest (2,388) (438)
Translation differences 6,176 {4.133}
Transfer Lo assets held for sale (nele 16) {3,470) -
Net deficit at 30 June (111,973) (134,219

Pension tiahility

The majority of the employees of Northern Ireland Electricily Limited and subsidiarics ('NII2') are menthers of the Morthern [relund Electricity
Pension Scheme ("the NIE Scheme'). This has two seclions: ‘Oplions', which is a monecy purchasc arrangement whereby the employer generally
malches the members’ contributions up to a maximum of 6% of salary. and ‘Focus’ whieh provides benefits based on pensionable salary at
retirement or carlier exil from service, The assets of the NITE Scheme are held under trust and invested by the trustecs on the adviee of professional
investment managers.

The acluarial gain for the period arises due to a higher relurn on scheme assels and an increase in the discount rate vsed to value the scheme
liabilities 1o 4.5%% al 30 Junc 2613, from 4.3% at 31 December 2012, This is offset in part by an increase in the inllation rate assumption used Lo
value scheme liabilities 10 2,2% at 30 June 2013, (rom 1.8% at 31 December 2012.

In Junc 2011, the [ASB published an amended version of IAS |9 Employee Benefils which is required for ammual periods beginning on or afler 1
January 2013. As a result of this change. (he Group delermines the nel interest expensc by applying the discount rate used lo measure the defined
benefit obligation at the beginning of the annual period Lo the nel defined benefit Hability.

The change in accounting policy has been applied for the period ended 30 June 2013, Il increased the defined benefii liabilily expense recognised
in profil or loss and correspondingly increased ihe defined benefil plan re-measurement gain recopnised in other contprehensive income by €3.3
mititon for the period ended 30 fune 2013,

If applied in 2012. this amendment would have reduced Ihe actuarial loss recognised for Lhe year by €1.1 million, wilh a corresponding increase in
cxpenses in profil or loss. The amendments to the standard require retrospective application, with (he restatement of disclosures in the comparative
period. The Group has determined that the adjustmenls required are not malterial 1o the values as previously disclosed and Lherefore no restatement
has been macde,

The change in accounting policy had no impact on nel assets as at 30 June 2013 or 31 December 2012,
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22. LIABILITY FOR PENSION OBLIGATION AND EMPLOYEE RELATED LIABILITIES

Employee related liabilities

Liability for

pension Restructuring
obligation liabilities Other Total
€ '000 €000 €000 €'000
Balance at 1 January 2012 834,742 85,979 55,739 141,718
Movements during the period:
Charge to the income statement . (68) 3415 3.347
Utilised during the period (10.541) (9.801) (22.913) (32.714)
Financing charge 20,219 1,701 - 1,701
Translation differences - 10 399 409
Balance at 30 June 2012 844,420 77,821 36,640 114,461
Balance at 1 January 2013 814,767 182,704 30,801 213,505
Movements during the period:
Charge to the income statement * = 7.730 7,730
Utilised during the period (34.538) (24.759)  (13.475) (38,234)
Financing charge 18.096 1,963 - 1,963
Translation differences - (11) (23) (34)
Balance at 30 June 2013 798,325 159,897 25,033 184,930
Analysed as follows:
Non-current liabilities 741234 120,399 - 120,399
Current liabilities 57,091 39 498 25,033 64,531
Total 798,325 159,897 25,033 184,930

Liability for pension obligation
During 2010 the company reached agreement with the ESB Group of Unions to amend pension arrangements within the company and this is explained in note
21 to the Financial Statements in the ESB Annual Report 2010. This agreement confirmed certain company obligations which require separate provision.

Restructuring liabilities

This provision represents the estimated cost of providing post employment payments to former employees, other than those amounts covered by the pension
scheme. It includes liabilities for continuing payments to employees who left under past voluntary severance initiatives, as well as liabilities in respect of former
employees which may arise as part of other potential legal or constructive post retirement obligations. These liabilities are expected to be materially discharged
by 2027. Expected future cashflows are discounted to present value using long term interest rates based on a zero-coupon discount curve at the reporting date
plus an appropriate credit spread.

Other
In accordance with the requirements of IAS 19 Employee Benefits, provision has been made for employee remuneration liabilitics, including accrued holiday

leave, bonuses and profit share arrangements.
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23. TRADE AND OTHER PAYABLES

24,

Carrent payables:

Progress payments on work in progress
Trade payables

Other payables

Employment 1axcs

Value added lax

Accruals

Accrued infcres! on borrowings

Nan-current payables:
Other payables

DEFERRED INCOME AND GOVERNMENT GRANTS

Balance at | January 2012

Receivable
Released to lhe income statement
Translation dilfercnces

Balance at 30 June 2052
Bakance at 1 Janeary 2013

Reeeivable
Released (o the income slalement
Transiation differences

Balance at 3% Junc 2013

Analysed as follons:
Non-current liabililies
Cuwrrent liabihties
Total

25

June 2613 December 2012
€900 €000
40,578 34,917
248,404 307.378
50,897 46,117
22,139 18.154
48,452 46,035
57,376 93,107
71,864 69.379
345,710 615.087
Joue 2013 December 2012
€000 £€'000
- 7.813
Supply Tl
Emissions  contributions - AR
afiowances and ether rbt_aﬁl .
€ '000 €000 .. EW00.
14.005 663202 61207
68,554 2855 71409
(36,204) (21,542) - (ST746)
144 -
46,499 644,515 601,014
12,097 629986
- 7887 7887
{(LL04T) (20.488) . +{31,535)
(229 IO )
821 617,385 - 618206
- 576,403
821 40,982 - .
821 617,385
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25. PROVISIONS

Power Statian Emissions Cther . :
Closure Cosis provisions provisions - . '."_I"Q'fai
€000 € '000 €'000 €900
Baiance at 1 January 2012 173,844 128,128 54542 - 356514

Charged to the income statement

- Cmissions - 38,601
- Legal - -
~ Station Closure 1,043 -
Ltitised in the period (6,333) (127 4753
Financing Charge 4,393 -
Translation diflerences 78 206
Batance a1 30 Junc 2612 173,027 39,460
Balance ai 1 Japuary 20H3 142,064 Tr215

Charged to (ke income stalement S
- Emissions - 39,654 R X

- Legal - - 2225

Ultilised in the period {4,376) {80,274) (1971 -

Financing charge 1776 - 555

Translation differences (s {369 (503)

Transfer of liabilities assoriated with assels held for sale - - (730

Balance at 30 June 2013 139,348 36,226 56,271 . 135,845
Analysed as follows: o

Non-current labifitics 136,927 - 51,639 o 182,566
Current labilitics 8,421 36,226 4,632 49979
Total 139,348 36,226 56,271 . 231,845

Power stalion closure costs

The provision at 30 June 2043 ol €139.3 million {December 2042: €142.1 million) for station closure represents the present value of the current estimate of
the costs of closure of generating stations at the end of their useful cconomic lives. The expecled closure dates of most gencrating stations ave up lo 2025,
As 1he costs are provided on a diseounted basis. o (inarcing charge is included in the income statement and added to the provision in each period. The power
station closure provision is re-examined annuafly and the liability re-calculated in aceordance with the current expected stalion closure dates. Closure costs
inchrde physical dismantling costs and cosls associated with de-manning (he siations on clesure.

There are a nitmber of uncerlainties that affect the calculation of (he provision for station closure, including the impact of reguiation, the accuracy of the site
surveys, unexpecled conlaminants, transpostation costs, the impact of alternative technologies and changes in the discount rate. The Group has made its best
estimate ol the Tinancial effect of these unceriainties in the calculation of the provision, but future material changes in any of the assumplions could
materially impact on the ealculation of the provision. Expected fulure cashflows arc discounted Lo present value using long term interest rates based on a
zera-coupeon discount curve at the reporting date plus an appropriate credit spread,

Emissions provisions

In accordance with the provisions of the Furopean CO2 emissions trading scheme, a provision is recognised to cover the lability for aciuat emissions during
the year. Under this scheme, emissions allowances covering a pereentage of Lhe expected emissions are granted at the beginning of each year by the relevant
Authority (see note 10 intangible assets). These allowances. together with any additional allowances purchascd during the year, are returned to the relevant
Autherily in charge of the scheme within four inonths from the end of that calendar year, in line with the actual emissions of CO2 during (he year, The year
end provision represents the obligation te return emissions aliowances cqual to the actual emissions. This oblipaticn is measured al the carrying amount of
the capitalised CO2 emissions aflowances, in addition 10 the market value of any additional allowances required to setile the year end liability, From |
January 2013, new emissions allowances are no longer granted by the relevant Authorily bul must instead all be purchased.

Other
Gther provisions represem estimates of liabilities (hat may arise, to third parties, in respecl of claiims netified or provided for at the period end. In accordance
with normal commercial praclice, the provision includes an csiimate for liabilities incurred but not yel notifted.
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26. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
{n) Overview of Financial Risk Managemeat

Rish environmeat

The main financial risks faced by the Group relate to liquidity. forcign exchange. interest rale. commedity (electricily and fuel) price
movements and operational risk. Policies 1o protect the Group from these risks, and other risk areas, such as credit risk, are regularly
reviewed, revised and approved by the Board as appropriste. Group Treasury is responsiblc for the day to day treasury activitics of the
Group. The Board Finance and Performance Improvement Committee is updaied on an angeing hasis on key treasury matters and an annual
report covering Lhe treasury aclivily is atso submilted 1o the Commiitee [or review.

Commodity price risk is managed by the fronl and middle effice functions of the relevant business unils: ESB Generation and Wholesate
Markets and Electric Ireland, This is done in the context of an overall Group risk management framework. These activities are reviewed
regutarly by Group laternat Audit. The Group Trading Risk Masagement function cnsures that the Group's market, eredit and operational
risks are managed in a way te protect the Group from loss. while respecting the ring-feacing obligations in place between the business units.

Contracts entered into in order 1o hedge exposures arising from the production and sale of clectricity may be divided into forward fuel price
contracts, forward electricity price contracls and foreign exchange contracls. Financial instruments are derecognised on seltlement or saje.

Risk reporting structure

Through 1the Chief Executive, the Board has delegated to the Group Trading Commitiee { GTC) the broader responsibility of managing
8B s trading risk in a manner consistenl with the Greup's risk tolerances and business siratepies. The GTC has eslablished risk limits to
manage and timi( trading risk exposurc al Group and business unil tevel. These limils arc documenicd for each of the ESI businesses
engaged i wholesale trading activities. Furthermore the Group Trading Risk Management Policy is applicable o each of these businesses.

Within cach of these business unils. a Trading Risk Management Commiitice has been established 10 serve as the primary overseer of trading
risk at individual ring-fenced entity level. This committee includes the head of the front office function, the Trading Risk {Middie Office)
Manager, a representative from Group Trading Risk Management, and the business unit Financial Controlter. The Trading Risk Management
Commitlces arc responsible for formulating trading risk strategy in accordance with the Group Trading Risk Management Policy and
ensuring compliance with same, {rading risk limil management and cnsuring that there is an eflective control framework in place.

The Trading Risk Management Committecs reporl to the GTC. The middic ofTice function in cactt business unit maimains a separale
reparting line 1o the Group 'trading Risk Management funciion. which is responsible for ensuring that the Group™s et exposure 10
movements in commodity er other price movements is adequately managed in accordance with Group Trading Risk Managerent Policy.
The trading operations of the business uaits are subject to review by Group Internal Audit.

Hedge accowniing

ESB funds its operations using a combination of borrowings and finance Icascs, uses deposit instruments to invesl surplus funds and uses
inferest rate and foreipn currency instruments (o manage interest rate and currency risks that arise in the normal course of operations from
US dollar and sterling denominated borrowings, from its foreign currency subsidiaries, and from the use ol foreipn currency suppliers.
Hedge accounting pursuant 1o IAS 39 is used bath for hedges of loreign currency Habilitics and interest rate risks from current and non-
current liabilities.

Tn addition, the Group enters into certain commodity hedging transactions to {ix fuel costs and 1o link electricity revenues more closely (o
[uel inputs, where possible. All of these arranpgements are designated into hedge retationships, and in the great majority of cases meel the
specific hedging accounting criteria of 1AS 39, Where the 1AS 39 hedge criteria are met in respect of cross currency swaps. interest rale
swaps. foreign exchange contracts, forward fucl price contracts and forward electricity price contracts, all of these instruments are designatled
as cash [tow hedges ol highly probable forecast inlerest. revenue or oiher operating cost cash flows. Any derivatives on hand which are not
specifically designated into hedge relationships (rom an accounting perspective are neverltheless regarded as valid economic hedges.
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26, FINANCIAL RISK MANAGEMENT AND FAIR VALUE (continucd)

(b) Overview of Financial Assets and §iabilities

Financial asscts and liabititics. excluding provisions and employee related liabilities, at 30 June 2013 and at 31 December 2012 can be malysed as {ollows:

Financial assces at

Derivative financial

Derivative financial

fztir value through Assets / {liabilities) instrumenls with instruments with no
profit or loss feeld at smertised cost hedging relationships  bedging relationships Total
December December Decomber December - ¢ 0 . December
Junc 2813 2012 June 2813 2012 June 2013 2012 June 2013 2012 .ltlnelﬁﬂ 2012
€ '000 €000 £ 7400 £ 000 € {10 €000 € '000 €000 € 3‘09!]:. €000
ASSETS Sl
Noa-current asscls S i
Financial asset investments 55,761 48,849 - - - - - - _5_5;7-6.:1; 48,849
Degivative financial instruments - - - - 383,656 353.628 {1 328 - 383,666 353.956
Totitl non-current finnncial asscls 55,761 48,849 - - 38656 333628 Ia 328 4304377 402805
Current asscts
Trade and other receivables - - 69,361 794,131 - - - - 794,131
Cash al cash equivalents - - 133,57 159,405 - - - - 159,405
BDerivative Buancial instruments - - - - 116,829 81.966 3,095 2360 84,326
‘Fotal curreat financial assets - - 832932 953,53 106,829 81,966 3095 2360 _.':'9'4_1-,_856;5 1,037,862
Totn) financial assets 55,761 48,849 832932 053536 490,485 435394 3,105 2,688 HL3IBI283 1,440,667
LIABILTYIES
Non-current Habilities DRI
Bormowings and other debt - - 3,866,743 4.124.413 - - - - 3,866,743 4,124 413
Liability for pension abligation - - T4L2ZH 723.826 - - - - :.74 1234 723826
Trade and other piyables - - - 7.813 - - - S 7,813
Derivative firancial instruments - - - - 41,009 103.698 484,968 494,054 476037  597.752
Total non-current financiak lizbilities - - 4,607,977 4.856.052 91,069 103 698 484968 494,054 5_._{8'4,_0'14' 5.453.804
Current linbilitics Lo
Borrowings and other debt - - 42299 449246 - - - - :_42-2;99_1 S 449,246
Liability for pension obligation - - 57.091 90,941 B - - - _-_"57.,:{!91'_ 90,941
Trade and other payables - - B5TH0 615.087 - - - - 48710 615,087
Derivative financial instruments - - - - 72,642 52,234 18,151 18909 - - -90,793 71.163
TFotaf cirrent financial linhilities - - 1B25,79% | 155274 72,642 52,254 18,151 18909 1,116,588 1,226,437
Fotal financial labilities - - 5,633,769 6011326 163,711 155,952  303,i1% 512963 6,300,599 6.680.24]

"The Group's provisions and employee retated liabililics are not analysed in the table above, or in the furiher analysis below. The only exceplion to this is the liability
for pension cbiigation of €798.3 million at 30 June 2013 (31 December 2012: €814.8 million). Sce notes 21, 22 and 25 for farther information in relation Lo this and

to the other provisions and cmployee related liabilities.

() Credit risk

Credit risk ariscs from cash and cash cguivalents, derivalive financial instruments and deposits with banks and financial institutions, as well as credit expasures to
wholesale and retail customers, including oulstanding receivables and commitied transactions.

Fraancral assels

Trade and other receivables
Financial asset investmenls
Cash and cash equivalents
Derivalive financial instruments

Trade and other recervables

June 2013

€ '680

649,361
55,761
133,571

453,550

1,382,283

December 2012
£'G0h

794,131
48.849
158,405

438,282

1.440,667

Wholcsale ond eredit risk arising [rom (rade and other receivables has bren disclosed in note 14 of the most recent annual report, and has not chenged significantly

Since.
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26. FINANCIAL RISK MANAGEMENT AND FAIR YALUE {cunfinued)
{d) Fueding and Ligquidity Management

Treasury related credit visk (refating to cash and devivative instriments)
The Group is exposed to credit risk from the counterparties with whom it hiolds its bank accounts and wansacts with in the financial markets. The
Group's policy is 1o linit ils exposure to each financial institulion based on accepted credit ratings of not tess than BBE or cquivalent.

Trading in derivalives is performed to miligate financiat risks and is executed in compliance with the Specification and Requircments of the Minister
for IFinance issued under the acgis of the “Financial Transactions of Certain Companics and Other Bodics Act 1992™ The Specificalion and
Reguirements outline the type of derivatives which LES1 can transact and the asseciated requirements which ESB must satisfy regarding each
derivalive counterparty. Dealing activities are controlled by putting in place robust dealing mandates with counterparties The Group does not hold or
trade derivative instnements for speculative purposes. Exposures, refated limits and compliance with the Minister's Specilication and Requirements are
subject 1o ongoing review and moniloring. The Group has not experienced any fosses due to failure of such counterparties to deliver on their
cbligations.

Conmmodity credit risk (relating 1o derrverives)

The Group also has credil risk associated wilh commodity positions. These arise from derivative financial insiruments that are enlered into to hedge
cnergy and luel price risks and arc managed in accordance with the Minister's Specification and Requirements (°Financiat Transactions of Cerlain
Companies and Other Bodies Act 1992™). The Group establishes counterparty credit risk limits Lo restrict uncollateralised exposure. Net exposures,
collateral requirements and compliance are menitored on an engeing basis. Collaleral, in the form of bonds and guarantees, is required by ESB
business unils from various parties, specificatly in the form of Letiers of Credit [rom certain power Contract for Diflerences (CID) counterpartics.
Total collatéral held at year end was €270.0 milizon {2012: €173.7 million). Given the current economic enviromment, the Group is particutarly
copnisant of any changes in the creditworthiness of counferpartics, and where such a change ocours all appropriate steps are taken to further secure the
Group's position.

(¢} Foreign currency risk management

Forzign currency exposurcs arise mainly through the purchase of fuel and power, station overhaut costs reguired, other purchases denominated in
foreign currencies, borrowings in foreign currencies {including the private placement as described in note 19) and investments outside the eurozone.

Fereign currency forward purchasc contracts and cross corrency swaps are used to reduce volatility arising from foreign cerency exposures. The
foreign currency forward purchase contracls in place at 30 June 2013 relate Lo forecast cash Mows expected Lo oceur up to 15 December 2023,

AL30 June 2013, ESB's total debt portfolio antounted 1o €43 tillion (31 December 2012; €4.6 billien). The vnderlying debt. before and after swaps,
was denominaled in the following currencies:

Belore swaps After swaps
38 June 2013 31 December 2012 30 June 2013 31 Decenber

(%) o) (%) {%)
Currency
Hura 42% 46% 63% 67%
US Dollar 2% 20% 0% 0%
Sterling 36% 34% 35% 33%
Total 100% 100% 100% 100%

The key exchange rates vsed at 30 June 2013 and 31 December 2012 were as follows:

30 Junc 2013 31 December 2012
Foreign currency rate (€1 = USSE) 1.308 1.3194
Foreign currency rate (€1 = Stgf} 0.8572 08161
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26. FINANCIAL RISK MANAGEMENT AND FAIR VALUE {continned)
(f} Fairvalue

The lair values of financial assets and liabifities together with the carrying amounis shown in the balance sheet are as follows:

38 June 2013 3| December 2012
Carrying Fair Carrying Fair
value value value value
€ 000 € 060 €000 £'000
l.ong term debt 3,806,743 4,066,304 4,124,413 4,505,509
Short term borrowings {includes liaance leases) 422,991 441,771 449246 482,995
Total berrowings 4,289,734 4,508,075 4,573.63% 4.988.504
Derivative financial instruments - liabilities 173,240 173,240 230.633 230.633
Financial assets at fair value through profit or lozs {55,761} {55,761) (48.849) {48.849)
Liability for pension obligation 798,325 798,325 814,707 a14.767
Trade and other payables {excluding bank overdrafis) 545,710 545,710 622 900 622,500
Trade and other seceivables {699,361} (699,361 {794,131 (794130
Cash and cash equivalents {133,571) {133,571} {159.403) (159.405)
MNet liabilitics 4,918,316 5,136,657 5,239,574 5.654,419

As trade and other reccivabies are all due within one year. and have been provided for where impaired, their carrying value is considered lo be
materially in Jine with their fair value.

When interpreling the positive and negative [air values of derivative [inancial instroments, it should be noted that they are matched with
underlying transactions with offsetiing risks. The lair value of derivative linancial instruments is determined by discounting the difference
between the contraciual forward price and the current forwird price for the residual maturity of the contract using a risk-free interest rale in line
with swap markel convention. The fair valuc af trade and other payables is caleulaied based on the present value of Tuture cash Mows, discounted
at lhe market rale of interest at the reporting date.

Fair value - discount rates
The interesl rates used to discount Ruture estimated cash flows, where applicable, are based on a zero-coupon discount curve at the reporting datc
plus an appropriale credit spread, and were as lollows:

3t June 31 December

213 2012

Yo %

Oiher loans and borrowinps 3.3% 3.3%
Derivative finangial instruments 1.6% 1.1%%
Liability for pension obligation 30% 5.0%
Trade and olher pavables 2.3% 2.7%
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26. FINANCIAL RISK MANAGEMENT AND FAIR VALUE {conlinucd)
{g) Fair value hierarchy

The table below analyses nancial assets and liabilities carried at fair value. by valuation method. The different levels relevant to financial assets
and Habilities held by the Group have been defined as (ollows:

- Level 21 inputs, other than unadjusied quoted prices in active markcets for identical assets and Habilities, thal are observable Tor the asset or
Hubility, either directly (i.c. as prices} or indirectly (i.e. derived from prices):

-~ Level 3: inputs For the assct or liability that are not based on observable markel data {unobservable inpuls).

30 June 2613
Level 2 Level 3

€ '000 €0
Assels
Derivative financial instruments
Forcign exchange contracls 17,743 -
Forward lued price coniracts 20,405 242,342
Forward clectricily price contracts - 204.206
Tnlerest rate swaps 8.895 -
[Financial assets af fair vaioe through prafit or loss - 55,155
47,043 501,703
Liabilities
Derivative financial instruments
Currency swaps 107.649 -
Interest rate swaps 19,263 -
Inflation linked inferost rale swaps - 478.617
Forward fuel price conlracts 52,185 -
Foreign exchange contracts 9,119 -
188,214 478,617
Net {liability) / asset (141,171) 23,086
31 December 2612
Levet 2 Level 3 Total
€'000 €'008 €000
Assets
Derivative {inancial instruments
Forcign exchange contracts 8.872 - 3872
Forward luel price contracts 503 268,713 269.218
Forward electricily price contracts - 160,192 160,192
Financial asscls at [air value through profil or loss - 43.260 48,260
9377 477,165 486.542
Liahilitics
Derivative {inancial instruments
Currency swaps 108,803 - 108.803
intcrest rale swaps 20,642 - 20,642
[nfTalion linked intercst rale swaps - 501,693 501,093
Forward fuel price contracis 32.697 654 33351
Forward electricity price contracts - - -
Foreign exchange conlracts 3,026 - 3.026
i67.168 301,747 668.913
Net liability (187,791} {24,582) (182,373}
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26, FINANCIAL RISK MANAGEMENT AND FAIR YALUE {continued)
{g) Tair value hierarchy (centinucd)

The following table shows a reconciliation [rom opening balances at 1 January 2013 to the balances at 30 June 2013 for fair value
mcasurements in Levet 3 of the fair value hierarchy:

Forward Inflation .- 7~
electricity Forward linfed -
Financial assets af fair value price fuel price inferest rate -
through profit or loss contracts contracts swaps.
€ "800 €'ah € '500 €'008

Opening balance 48.260 160,192 268,059 (501,093}

Purchascs 11.467 - - -

Total gains or losses: e
in profil or loss (4.572) - - (9.160) - 3,732
in OCI - 52,967 (LB} —

Settlements - (8.953) (23,907) 6,294 . (26,566

Translation differences - - - 25342 1 o 25,342

Closing balance - net 55,155 204,206 242,342 (478,617) .1 . 33,086

The [air value of financial assets at fair value through profit or loss is based on either (i) the most recent fund valuation statement available,
or {ii) the valuation methodelogy used in accordance with International Private Equily and Veniure Capilal Valuation Guidelines, which
have been developed by a number of inlernational venture capital associations. As 1his requires the use of model based valuation techniques,
with a number of unobservable inputs, all financial assets al [air value through profil or loss have been catcgorised as Level 3 investments in
the current year.

Forward fuel price conlracts and forward electricity price contracts included at Level 3 in the fair value hierarchy relate to long term

contracts whose valuations are bascd on a number of [orward price assumptions, with some unobservable inputs, including assumncd forward
electricity. carbon and gas inputs for longer term periods. Seltlements form part of revenue and fisel costs in the income statement.
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27.

(a}

(b)

()

28.

COMMITMENTS AND CONTINGENCIES

June 2013 June 2812
€ %00 €'000

Capital commitments
Capital commitments contracted lor during the period 83,856 125,573

Fuel contract commitments

There arc a number of long term gas supply arrangements in place for difterent perieds up to 2020. These arrangements provide {or
pricing changes in line with changes in inbuilt energy markel indicators, Where appropriate, embedded derivatives have been
separated and valued in accordance with 1AS 39.

Other diselosures

A clalmant has issued legal proceedings in relation to the 2009 flooding in Cork {brcland) seeking Lo recover circa €19 million for
properly damage. There is a possibility of additional property damage claims being brought. ESB intends Lo strenuously defend all
such claims. On the basis of advices obtained. ESR believes that it has a pood defence to these claims. and accordingly. no provision
has been made for such claims in the {inancial statcmenls.

On 22 February 2012 the Irish Goverament announced thal it had decided to pursue i proposal o dispose of some of ESB's non-
stralegic generation capacily.

Further to that decision, on 24 October 2012, the Government requested ESB to develop proposals for the sale of some non-strategic
generation capacity, with the specific ebjeclive of delivering special dividends to the Governmen targeted at up o €400 million by the
end of 2614, In making this request, the Government has reafTimmed its commiiment that ESR wiil:

« remain as a vertically integrated utility (VIU) in Stale ownership:

= maintain its strong credil rating 1o ensure access to [unding in order to deliver its investment in key infrastructure; and

= relain significant scale in Generation to compete in the all-istands {Ireland and UK} market. while conlinuing to move to an
appropriate market share in [reland.

The disposal of the joint venture investments in Bizkaia Energla SL and Marchwood Power Limited have progressed sufficiently so as
to be reclassified as held for sale at the balance sheet date (see note 16).

RELATED PARTY TRANSACTIONS

Semi-State Bodics

In common with many other enlities. ESB deals in the normal course of business with other government sponsored bodies such as
Bord Gais and Bord na Ména. Long-term agreements are negotiated between ESB and Bord na Mdna in relation 1o the purchase of
peat for the Midland Stations.

Banks owned by the Irish state

tn the normal course of business ESB transacts with certain [rish banks which have become wholly or pantially controlled by the Irish
government. All of ESB's lransactions with such banks are on normal commercial terms. ESB had no malterial concentration of
borrowings wilh any such banks during the period or at 30 June 2013, A portion of the cash and cash cquivalents as disclosed i note
15 was on deposit with such banks.

Board Members' interests
Other than agreed allocations under 15SOP. Board Members had ne beneficial interest in 1288 or ils subsidiaries at any time during the
year.

Joint ventures
During the period the Group provided services to is joint ventures Bivkaia inergia S1.. Qweninny Power Limited and Umerald Bridge
Fibres Limited. No scrvices were provided 1o Marchwood Power Limiled.

Buring the period scrvices to Bizkaia Energia Si. amounted 1o €3.3 million (June 2012: €nil). Oweninny Power Lid €0.5 million (fune
2012: €2.4 miflion) and Emerald Bridge Fibres Limited €0.1 million (June 2012: €0.] million).

No capital funding was provided 10 the joinl ventures in 2013 (June 2012: €0.5 million wus provided w Fmerald Bridge Fibres

Limited). The group was not owed any capital (unds Irom the joint ventures at June 2013 (June 2012: €6.5 million was owed by
Bizkaiz Energia SL.).
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29,

340.

31.

ESTIMATES AND JUDGEMENTS

Preparation of consolidated financial statements requires a significant number of judgemental assumplions and estimales to be made.
These impact on the inceme and expenses contained within the income statement and the valuation of the asscts and liabilities in the
balance sheel. Such estimates and judgements are based on historical experience and other factors. including expectations of fislure

evenis that are believed 10 be reasonabte under the circumstances and are subject to conlinual re-cvaluation.

Key judgemental accounting policies are described in Notc 28 of the 2012 Annual Report. Therc has been no change to the nature of
these during the peried and they are siill considered to be the most subjective in deriving our linancial stalements,

SUBSEQUENT EVENTS

Dividend policy

On 23 July 2013 the Minister for Communicatiens, Encrgy and Natural Resources informed ESB thal a review is being uadertaken of
Government dividend policy with respect to ESB. The Minister noted the need for ESB to have certainty on dividend policy over the
medium 10 long term io enable informed decisions lo be made on [imancial management and investment, and to provide clarity and
assurance 1o [inancial markets. He also restated the Government's commitment to 1288 contiruing lo progress as a financially strong
Stale-owned company.

The Minister also requested 12SB to constructively consider the payment of an additional dividend of €65 millien in 2013,

The Minister has subsequently requested ESB o develop a new dividend policy within the Government’s overall policy objective of
ESB maintaining a capital structure and financial policies consistent with an investment grade credit rating of no less than BBB+ /
Baal. The new dividend policy is targeted to be [inaliscd no later than 31 October 2013,

ESB is currently working wilh the relevant Government departments to develop the new dividend policy, and will consider the
Minister's request lor an additional €65 mitlion dividend in 2013 in the context of that new poficy and having regard to the financial
position of the company.

ESB Superannuation {Pension) Scheme

Proceedings have been issued against ESB by four claimants in relation to the ESB Superannuation (Pension) Scheme. The
procecdings are at a very carly stage and 4 statement of claim has not been yet delivered, however ESB understands that the claims
relate to the nature of its obligations under that Scheme and ESB’s dividend policy. On the basis of the general endorsement of claim
filed and advices obiained to date, BSB believes that the claims made will not succeed and intends to fully defend the proceedings.
Accordingly. no provision has been made for such claims in the financial statements.

APPROVAL OF THE CONSQLIDATED CONDENSED FINANCIAL STATEMENTS

The Board approved the financial statements on 26 September 2013,
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