96 International Power Annual Report 2005

9 TAX continued

Year ended Year ended
31 December 31 December

2005 2004
£m £m

Income tax charged to:
Income statement 89 25
Equity (46) (2)
43 23

The deferred tax charge is derived as follows, £11 million from UK operations (2004: £nil) and £24 million from foreign operations
(2004: £9 million).

Included in the income tax expense are the following amounts relating to exceptional items:

Cost of sales exceptional items (deferred tax) 16 -
Operating income exceptional items (current tax) 17 -
Disposal of investments exceptional items (current tax) 1 -
Tax charge on exceptional items 34 -

Income tax expense for the year on ordinary activities varied from the standard rate of UK corporation tax as follows:

Year ended  Year ended
31 Decezm::; 31 Dece;’\ot;)e‘:
£m £m

b) Reconciliation of income tax expense to accounting profit
Profit before tax (before exceptional items) 299 145
Tax at domestic income tax rate of 30% (2004: 30%) 20 44

Tax effect of:

Different tax rates of subsidiaries operating in other jurisdictions 23 7)
Share of results of joint ventures and associates (39) (12)
Tax holidays (12) (12)
Expenses that are not deductible in determining taxable profit 15 15
Utilisation of tax losses not previously recognised (24) -
Over/(under) provided in prior years 2 3)
Income tax expense for the year before exceptional items 55 25
Income tax expense for the year on exceptional items 34 -
Income tax expense for the year 89 25

Included in profit before tax (before exceptional items) is a tax charge of £56 million relating to the Group’s share of results of joint ventures
and associates. The £39 million shown above represents 70% of this tax charge. The remaining 30% is already included within the tax charge
calculated at the domestic income tax rate.

10 DIVIDENDS

At the Company’s Annual General Meeting (AGM) held on 17 May 2005, shareholders approved the payment of a final dividend of 2.5p per
Ordinary Share to members on the register as at 27 May 2005. This dividend amounted to £37 million and was previously reported in the
Company’s UK GAAP consolidated profit and loss account for the year ended 31 December 2004. Under IFRS, it is not treated as an
appropriation of equity until shareholder approval has been received. Accordingly, the £37 million dividend paid in 2005 in respect of the
2004 year has been recorded as a distribution in 2005. The dividend was paid to shareholders on 8 July 2005.

In respect of the current year, the Directors propose a dividend of 4.5p per Ordinary Share, to be paid on 23 June 2006. The dividend is
subject to approval by shareholders at the Group’s next AGM and has not been included as a liability at 31 December 2005. There are no
income tax consequences from the estimated total dividend to be paid of £66 million.

No dividend was paid in 2004 in respect of the year ended 31 December 2003.




