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Zephyr Investments Limited (formerly NWP (One) Limited)

Directors’ report

The directors present their annual report and audited financial statements of both the company, and
for the group of companies (together “the group™) for the 328 days ended 17 February 2004. The
company was incorporated on 26 March 2003 and therefore no comparatives have been presented.

Principal activities

The principal activity of the company is the investment in electricity generation projects which utilise
wind power.

Business review

On 26 March 2003, the company was incorporated as NWP (One) Limited and acquired NWP (Two)
Limited for £1.

On 4 April 2003 the company acquired the operational windfarms of its parent company, National
Wind Power Limited. Four days later, on 8 April 2003 these business assets were transferred to
NWP (Two) Limited, giving rise to a profit on disposal of £64,607.

On 28 April 2003 the company was renamed Zephyr Investments Limited (“Zephyr”) and its
subsidiary company NWP (Two) Limited was renamed Beaufort Wind Limited (“Beaufort™).

On 18 November 2003 Zephyr acquired Beaufort subsidiaries Bryn Titli Windfarm Limited, Taff-Ely

Windfarm Limited and Trydan Gwynt Cyfyngedig. No goodwill arose as a result of these
acquisitions.

On 22 January 2004, Zephyr was sold to RWE Npower plc (formerly RWE Innogy plc).

Following subscription for additional shares in Zephyr Investments Limited on 17 February 2004,
33.33% of Zephyr’s share capital was owned by Wind Power First Euro (Equity) Investments LP and
33.33% by The Englefield Zephyr Partnership LP. Both entities are registered in Grand Cayman.

On 17 February 2004 a charge over the group’s assets was registered in favour of a syndicate of

banks led by The Bank of Tokyo-Mitsubishi Ltd, with respect to a loan which was advanced on 18
February 2004.

On 17 February 2004 the company issued unsecured deep discount bonds to the value of
£17,841,785. See note 15 to the financial statements.

Results for the period

The results for the period are dealt with on pages 5 of the financial statements. The group loss on
ordinary activities after taxation for the 328 days ended 17 February 2004 was £606,182 and the
company loss on ordinary activities after taxation for the same period was £616,685.

Dividends

The directors have recommended payment of a dividend of £33,500 with effect from 16 February
2004. In the months following the declaration of this dividend, the company undertook an impairment
review of its fixed asset investments. This impairment review resulted in a charge to the profit and
loss account of the company, in the period to 17 February 2004 amounting, to £646,000. The posting
of this adjustment resulted in negative reserves at 17 February 2004,
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Zephyr Investments Limited (formerly NWP (One) Limited)

Directors’ Report {(continued)

Directors and their interests

The directors who held office during the period or who were appointed before the AGM were as
follows:

A G Moore (Appointed 26 March 2003 Resigned 17 February 2004)
A P Marshall (Appointed 26 March 2003 Resigned 17 February 2004)
R Laddle (Appointed 6 February 2004  Resigned 17 February 2004)
S Abboud (Appointed 17 February 2004)

V B Beckers (Appointed 17 February 2004)

J Dennersmann {Appointed 17 February 2004)

E A Lazarus (Appointed 17 February 2004)

H Thompson (Appointed 17 February 2004)

A Zafar (Appointed 17 February 2004)

Q Zaman (Appointed 17 February 2004)

D H Shorthouse (Appointed 1 April 2004)

K McCullough {Appointed 5 May 2004)

K Akhurst (Appointed 14 December 2004)

According to the register required to be kept under section 325 of the Companies Act 1985, none of
the directors held any interest in the share options or debentures of RWE Npower plc (“npower”,
formerly RWE Innogy ple) group companies incorporated in the UK at the end of the financial
period. As permitted by statutory instrument, the register does not include shareholdings of directors
in companies incorporated outside Great Britain.

Statement of directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial period that give
a true and fair view of the state of affairs of the company and the group, and of the profit or loss of
the group for that period. The directors are required to prepare the financial statements on the going
concern basis, unless it is inappropriate to presume that the company will continue in business.

The directors confirm that suitable accounting policies have been used and applied consistently.
They also confirm that reasonable and prudent judgements and estimates have been made in
preparing the financial statements for the 328 days ended 17 February 2004 and that applicable
accounting standards have been followed.

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




Zephyr Investments Limited (formerly NWP (One) Limited)

Directors’ Report (continued)

Auditors

Following the incorporation of the company, PricewaterhouseCoopers LLP were appointed to fill the
casual vacancy, as auditors of the company. Pursuant to Section 386 of the Companies Act 1985, the
company has dispensed with the obligation to appoint auditors annually.

By order of the board Third Floor
Reading Bridge House
Q:g Reading Bridge
U\?}&—, Reading
S ¥ Wells Berkshire
Company Secretary RG1 8LS
15 December 2004




Zephyr Investments Limited (formerly NWP (One) Limited)

Independent auditors’ report to the members of Zephyr Investments Limited

We have audited the financial statements, which comprise the profit and loss account, the balance
sheets, cashflow statement and the related notes.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report and the financial statements in
accordance with applicable United Kingdom law and accounting standards are set out in the
statement of directors' responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and United Kingdom Auditing Standards issued by the Auditing Practices Board. This
report, including the opinion, has been prepared for and only for the company’s members as a body in
accordance with Section 235 of the Companies Act 1985 and for no other purpose. We do not, in
giving this opinion, accept or assume responsibility for any other purpose or to any other person to
whom this report is shown or into whose hands it may come save where expressly agreed by our prior
consent in writing.

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

Basis of audit opinion

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

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

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the company
and the group at 17 February 2004 and of the profit for the period then ended and have been properly
prepared in accordance with the Companies Act 1985.

b s apen AL

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
London

IS Lfeember 200%




| Zephyr Investments Limited (formerly NWP (One) Limited)

Group profit and loss account
For the 328 days ended 17 February 2004

Turnover
Cost of sales

Profit on ordinary activities before interest and
taxation

Interest receivable and similar income
Interest payable and similar charges

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit on ordinary activities after taxation
Dividends paid and proposed

Profit for the financial period

The above results all arise from acquired operations.

Note

328 days
ended 17
February
2004

£

13,191,841

(6,335,318)

6,856,523

20,559
(805)

6,876,277
(2,265,773)

4,610,504
(33,500)

4,577,004

The company has no recognised gains or losses other than those included in the profit and loss
account above and therefore no separate statement of total recognised gains and losses has been

presented.

There is no difference between the profit on ordinary activitics before taxation and the profit for the

period stated above and their historical cost equivalents.




Zephyr Investments Limited (formerly NWP (One) Limited)

Group balance sheet
17 February 2004

Fixed assets
Intangible assets
Tangible assets

Current assets

Stock

Debtors: amounts falling due within one year
Cash at bank and in hand

Total current assets

Creditors: amounts falling due within one year
Net current liabilities

Total assets less current liabilities

Creditors: amounts falling due after more than one
year
Provisions for liabilities and charges

Net Assets

Capital and reserves
Called up share capital
Profit and loss account

Equity shareholders’ funds

Note

10
11
13

14

15

16

17
18

19

17
February
2004

£

12,575,082
50,081,473

62,656,555

101,472
4,204,793
20,129,144

24,435,409

(63,540,784)

(39,105,375)

23,551,180

(17,841,785)

(1,032,392)

4,677,003

99,999
4,577,004

4,677,003

The financial statements on pages 5 to 18 were approved by the board of directors and signed on its

behalf by

£

wector
V. Beckers
15" December 2004




Zephyr Investments Limited (formerly NWP (One) Limited)

Company balance sheet
17 February 2004

Fixed assets
Tangible assets
Investments

Current assets

Debtors: amounts falling due within one year
Debtors: amounts falling due after more than one year
Cash at bank and in hand

Total current assets

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than one year

Net liabilities

Capital and reserves
Called up share capital
Profit and loss account

Equity shareholders’ funds

Note

11
12
13

14

15

17
18

19

17
February
2004

£

0
8,909,522

8,909,522

45,338 435
17,841,785
33,979

63,214,199

(54,798,622)

8,415,577

17,325,099

(17,841,785)

(516,686)

99,999
(616,685)

(516,686)

The financial statements on pages 5 to 18 were approved by the board of directors and signed on its

behalf by

ffector
V. Beckers
15" December 2004




LZephyr Investments Limited (formerly NWP (One) Limited)

Group Cashflow Statement
For the 328 days ended 17 February 2004

Note £
Cash flow from operating activities 20 7,730,189
Returns on investments and servicing of finance
Interest received 20,559
Interest paid (805)
Taxation 704,424
Acquisitions and disposals
Net liabilities acquired with subsidiaries (6,358,007)
Net cash acquired with subsidiary undertaking 91,000
Financing
Issue of shares 99,509
Increase in debt 17,841,785

17.941.784

Increase in cash in the period 20,129,144
Reconciliation of net cash flow to movement in net debt
Increase in cash in the period 20,129,144
Cash inflow from increase in debt (17,841,785
Change in net debt resulting from cash flows 2.287.359
Movement in net debt in the period 21 2,287,359
Net debt at 17 February 2004 2.287.359




Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004
1. Accounting policies
Basis of preparation

These financial statements are prepared on the going concern basis, under the historical cost
convention and in accordance with the Companies Act 1985 and applicable accounting standards.
The principal accounting policies are set out below.

Basis of consolidation

The consolidated profit and loss account and balance sheet include the financial statements of the
company and its subsidiary undertakings. The results of the subsidiaries sold or acquired are
included in the consolidated profit and loss account up to, or from, the date control passes. Intra
group sales and profit are eliminated fully on consolidation. On acquisition of a subsidiary all of the
subsidiaries assets and liabilities that exist at the date of acquisition are recorded at their full values
reflecting their condition at that date. All changes to those assets and liabilities, and the resulting

gains and losses that arise after the group has gained control of the subsidiaries are reflected in the
post acquisition financial statements.

Taxation

The charge for taxation is based on the profit for the period and takes into account deferred taxation.
Except where otherwise required by accounting standards, full provision without discounting is made
for all timing differences which have arisen but not reversed at the balance sheet date.

Tangible fixed assets and depreciation

Tangible fixed assets are stated at original cost less accumulated depreciation. Depreciation of
tangible fixed assets is provided on a monthly basis to write off the cost less the estimated residual
value of the assets by equal instalments over their useful economic life (currently estimated at
between 9 years 6 months and 17 years 9 months).

Foreign exchange

Assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling
at the end of the financial period. Transactions in foreign currencies are translated into sterling at the
rate of exchange ruling at the date of the transaction. All foreign exchange differences are taken to
the profit and loss accounts in the period in which they arise.




Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

Related party transactions

The company is exempt under the terms of FRS 8 from disclosing related party transactions with

entities that are part of the Zephyr Investments Limited group or investees of the Zephyr Investments
Limited group.

Operating leases

Rentals payable under operating leases where substantially all of the benefits and risks of ownership
remain with the lessor are charged to the profit and loss account evenly over the term of the lease.

Finance costs

Implied discount attributable to Deep Discount Bonds (“DDB’s”) is charged to the profit and loss
account as it is accrued.

Fixed asset investments
All fixed asset investments are stated at cost less any provisions for impairments.
Goodwill and intangible fixed assets

Goodwill generated on consolidation of the Zephyr Group has been capitalised and amortised over
the terms of the debt (ten years ending 2013).

Stock
Stocks are stated at the lower of cost incurred in bringing each product to its present location and
condition, or net realisable value which is based on estimated selling price less further costs expected

to be incurred to completion and disposal.

Turnover

Turnover represents the amounts derived from the provision of goods and services which fall within
the group’s ordinary activities, stated net of value added tax.
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Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

2. Operating profit

Group
Operating profit is stated after charging:

Depreciation of owned tangible fixed assets
Amortisation of intangible fixed assets
Operating lease charges — other

Audit services - company

Audit services — group

3. Directors’ emoluments

None of the directors received any remuneration during the period.

4, Employee information

Other than the directors, the company had no employees for the period under review,

11

328 days
ended 17
February
2004

£

2,936,902
676,300
236,254

2,000
9,000




Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

5. Tax on profit on ordinary activities

328 days ended 17

Februnary 2004

Group

£

Corporation tax 211,987

Group relief 1,021,394

Total current tax 1,233,381
Deferred tax

Origination of timing differences (see note 16) 1,032,392

Tax on profit on ordinary activities 2,265,773

The tax assessed for the period is lower than the standard rate of corporation tax in the UK (30%).
The differences are explained below:

328 days ended 17

February 2004
Group
£
Profit on ordinary activities before tax 6,876,277
Profit on ordinary activities multiplied by the standard rate in 2,062,883
the UK —30%

Expenses not deducted for tax purposes 202,890
Capital allowances in excess of depreciation (1,032,392)
1,233,381

6. Dividends paid and proposed
328 days
ended 17
February
2004
£
Final proposed - £33,500 per ordinary share at 16 February 2004 33,500

12




Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

7. Intangible Fixed Assets

Group

Cost
Additions

17 February 2004

Amortisation
Charge for period

17 February 2004

Net book value 17 February 2004
8. Tangible fixed assets

Group

Cost
Additions

17 February 2004
Depreciation

Charge for period
17 February 2004

Net book value 17 February 2004

Company

Cost
Additions

Disposals

17 February 2004

Depreciation
Charge for period
Disposals

17 February 2004

Net book value 17 February 2004

Goodwill

£

13,251,382
13,251,382

676,300
676,300

12,575,082

Operating
windfarms

£

53,018,375
53,018,375

2,936,902
2,936,902

50,081,473

Operating
windfarms
£

45,303,734

(45,303,734)

0

64,607

(64,607)

0

0

The above assets were transferred to Beaufort Wind Limited, a subsidiary, on 8 April 2003, at

a value of £45,303,734.
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@ephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

9. Fixed asset investments

Company £
Additions 9,555,522
Impairment (646,000)
Cost at 17 February 2004 8,909,522
Acquisitions

On 26 March 2003 NWP (Two) Limited (subsequently renamed Beaufort Wind Limited) was
acquired for £1 from Instant Companies Limited.

On 18 November 2003 Bryn Titli Windfarm Limited, Taff-Ely Windfarm Limited and Trydan Gwynt
Cyfyngedig were acquired from Beaufort.

Bryn Titli Taff-Ely Trydan Total
Windfarm Windfarm Gwynt
Limited Limited Cyfyngedig
£ £ £ £
Net assets acquired: 3,773,960 2,502,679 3,178,883 9,455,522
Satisfied by:
Deferred consideration 3,773,960 2,502,679 3,178,883 9,455,522

On 17 February 2004 additional share capital in Beaufort was issued to Zephyr, at a cost of £99,999,

Principal Investment Holding Country of Incorporation
Beaufort Wind Limited 100% Direct Great Britain
Bryn Titli Windfarm Limited 100% Direct Great Britain
Taff-Ely Windfarm Limited 100% Direct Great Britain
Trydan Gwynt Cyfyngedig 100% Direct Great Britain

The subsidiaries Bryn Titli Windfarm Limited, Taff-Ely Windfarm Limited and Trydan Gwynt
Cyfyngedig have completed financial statements for the year ended 31 December 2003. Results have
been consolidated to 17 February 2004.

10. Stocks
17
February
2004
Group £
Consumables 101,472
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Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

11, Debtors: amounts falling due within one year

17 February 2004

Group Company

£ £

Trade debtors 2,524,526 0
Amounts due from subsidiary companies 0 45,338,193
Taxation and social security 69 69
Prepayments and accrued income 1,680,198 173
4,204,793 45,338,435

Amounts due from subsidiary companies are unsecured, interest free and are repayable on demand.
The company disclosure for amounts due from subsidiary companies includes £15,301 of group relief
receivable.

12. Debtors: amounts falling due after more than one year

On 17 February 2004 the company purchased Beaufort unsecured deep discount bonds to the value of
£17,841,785, which are redeemable on 17 February 2026 for £564,322,362. This debt carries an
implied discount rate of 17% per annum for the period of the instrument.

13. Cash at bank and in hand

At 17 February group cash balances with banks include £221,000 of cash that is subject to either a
legal assignment or a charge in favour of a third party. It is expected that they will be released in line

with the decommissioning of the Wind Farms to which the funds relate.

14, Creditors: amounts falling due within one year

17 February 2004

Group Company

£ £

Trade creditors 60,778,440 45,309,600
Dividends payable 33,500 33,500
Amounts due to group companies 1,021,394 9,455,522
Corporation tax 211,987 0
Tax and social security 1,190,775 0
Other creditors 461 0
Accruals and deferred income 304,227 0
63,540,784 54,798,622

Amounts due to the parent, group and subsidiary companies are unsecured, interest free and payable

on demand. Amounts due to group companies includes £1,021,394 of group relief payable (see note
5).
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Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

15. Creditors: amounts falling due after more than one year

On 17 February 2004 the company issued unsecured deep discount bonds to the value of
£17,841,785, which are redeemable on 17 February 2026 for £564,322,299. This debt carries an

implied discount rate of 17% per annum for the period of the instrument.

16. Provisions for liabilitics and charges

Group
Deferred tax — accelerated capital allowances

Charge for the period (see note 5)
Closing provision

17. Called up share capital

Authorised:

On incorporation: 1,000 ordinary shares of £1 each

On 17 February 2004: 99,000 ordinary shares of £1 each
100,000 ordinary shares of £1 each

Allotted, called up and fully paid:

On incorporation: 1 ordinary share of £1 each

On 17 February 2004: 99,998 ordinary shares of £1 each
99,999 ordinary shares of £1 each

18. Reserves

Profit / (Loss) for the financial period
17 February 2004

17 February 2004
£

1,032,392

1,032,392
1,032,392

17 February 2004
£

1,000

99,000
100,000

99,998
99,999

Profit and loss account

Group Company

£ £
4,577,004 (616,685)
4,577,004 (616,685)

Zephyr Investments Limited has not presented its own profit and loss account as permitted by section
230 of the Companies Act 1985. The company’s loss for the financial year was £583,185 (loss

before dividends)
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[ Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

19. Reconciliation of movements in shareholders’® funds

Issued share capital
Profit / Loss for the financial period

Closing shareholders’ funds

20. Reconciliation of Operating Profit to Operation Cash Flows

For the 328 days ended 17 February 2004

Operating profit
Depreciation charges
Amortisation charges
Increase in stocks
Increase in debtors
Increase in creditors

Net cash inflow from operating activities

21. Analysis of Net Debt
For the 328 days ended 17 February 2004

328 days
ended 17 February 2004
Group Company
£ £
99,999 99,999
4,577,004 (616,685)
4,677,003 (516,686)
Total
6,856,523
2,936,902
676,300
(101,472)
(4,204,793)
1,566,729
7,730,189

Brought Cash Flow At 17 Feb 2004
forward
£ £ £
Cash in hand, at 0 20,129,144 20,129,144
bank
Debt due after 1 year 0 {17,341,785) (17,841,785)
Total 0 2,287,359 2,287,359
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| Zephyr Investments Limited (formerly NWP (One) Limited)

Notes to the financial statements for the 328 days ended 17 February 2004 (continued)

22. Financial Commitments

At 17 February 2004 Beaufort Wind Limited had annual commitments of £221,323 under royalty

payment agreements for land which expire after five years.

On 17 February 2004 a charge over the Beaufort Wind Limited’s assets was registered in favour of
The Bank of Tokyo-Mitsubishi Ltd, with respect to a loan which was advanced on 18 February 2004.

23. Related party transactions

On 17 February 2004 the following balances were held with related parties:

17 February 2004

Group Company

£ £
Englefield Custody Ltd: unsecured deep discounted bonds (5,947,262) (5,947,262)
Npower Renewables Ltd (56,532,617) (45,309,600)

Npower Renewables and Consolidation Services Ltd 297,708 0
RWE npower plc (25,758) (33,500)
RWE npower plc: unsecured deep discounted bonds (5,947,261) (5.947,261)

Taff-Ely Wind Farm Project Ltd (3,444,375) 0

Wind Power First Euro (Finance) Investments LP: unsecured deep (5,947,262)
discounted bonds

24. Ultimate parent company

(5,947,262)

On 17 February 2004, 33.33% of Zephyr’s share capital was owned by Wind Power First Euro
(Equity) Investments LP, 33.33% by The Englefield Zephyr Partnership LP and 33.33% by RWE
Npower Plc and therefore from this date there was no single company with a controlling interest.

25, Post Balance Sheet Event

On 18 February 2004 a loan of £56,783,583 was advanced by a syndicate of banks led by The Bank

of Tokyo-Mitsubishi Ltd.
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| Zephyr Investments Limited (formerly NWP (One) Limited)

Contact details and advisory information

Secretary and registered office

Simon Wells

Third Floor

Reading Bridge House
Reading Bridge
Reading

Berkshire

RGI 8LS

Telephone number: 0118 959 2440
Fax number: 0118 959 2526

Registered number: 4712921

Auditors

PricewaterhouseCoopers LLP
1 Embankment Place

London

WC2N 6RH
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