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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Summary Regulatory Accounts
31 March 2021

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors of Northern Ireland Electricity Networks Limited (NIE Networks or the "Company”) present these
summary regulatory accounts in accordance with Condition 2 of the Company's Participate in Transmission
Licence and Electricity Distribution Licence (together the “Licences”).

The Company is required under the Licences to prepare summary regulatory accounts for each financial year
which present fairly the assets, liabilities, reserves and provisions of, or reasonably attributable to, the separate
businesses as defined for that purpose in the Licences and of the revenues, costs and cash flows of, or
reasonably attributable to, those businesses for that period. In preparing those accounts, the Company is
required:

- to conform to the best commercial accounting practices including International Accounting Standards in
conformity with the requirements of the Companies Act 2006 (IFRSs);

- to state the accounting policies adopted; and

- not to change the bases of charge, apportionment or allocation from those applied in respect of the
previous financial year unless previously directed by the Northern Ireland Authority for Utility Regulator
(OIURH).

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy
at any time the financial position of NIE Networks and which enable them to ensure that the summary regulatory
accounts comply with the Licences. They are also responsible for safeguarding the assets of NIE Networks,
which may for regulatory accounting purposes be allocated or apportioned to the separate businesses, and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.



INDEPENDENT AUDITORS’ REPORT
To the directors of Northern Ireland Electricity Networks Limited (“the Company”) and the Northern

Ireland Authority for Utility Regulation (“the Regulator”)

Report on the audit of the Summary Regulatory
Accounts

Opinion

in our opinion, Northern Ireland Electricity Networks Limited’s Accounting Statements (the ‘Summary Regulatory
Accounts’) for the year ended 31 March 2021 have been properly prepared, in all material respects, in
accordance with Condition 2 of the Company's Regulatory Licences and the basis of preparation in notes 1 and
2 to the Summary Regulatory Accounts.

We have audited the Summary Regulatory Accounts which comprise the net asset statement as at 31 March
2021; income statement and cash flow statement for the year then ended; and the notes to the Summary
Regulatory Accounts, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UKY)"), including
ISA (UK) 800, and applicable law, and having regard to the guidance contained in ICAEW Technical Release
Tech 02/16 AAF ‘Reporting to Regulators on Summary Regulatory Accounts’ issued by the Institute of Chartered
Accountants in England & Wales. Our responsibilities under ISAs (UK) are further described in the Auditors'
responsibilities for the audit of the Summary Regulatory Accounts section of our report. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the Summary Regulatory Accounts in the UK, which includes the FRC’s Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements.

Emphasis of matter - Basis of preparation

In forming our opinion on the Summary Regulatory Accounts, which is not modified, we draw attention to notes
1 and 2 to the Summary Regulatory Accounts which describes the basis of preparation, and in particular, the
fact that the accounting policies used and disclosures made are not intended to, and do not, comply with all the
requirements of International Financial Reporting Standards (IFRSs) as issued by the International Accounting
Standards Board and the Companies Act 2006. The Summary Regulatory Accounts are prepared in accordance
with a special purpose framework for the directors of the Company (the “directors”) for the specific purpose as
described in the Use of this report paragraph below. As a result, the Summary Regulatory Accounts may not be
suitable for another purpose.

In addition, we draw attention to the fact that these Summary Regulatory Accounts have not been prepared
under section 394 of the Companies Act 2006 and are not the Company's statutory financial statements.

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Company's ability to continue as a
going concern for a period of at least twelve months from when the Summary Regulatory Accounts are

authorised for issue.

In auditing the Summary Regulatory Accounts, we have concluded that the directors’ use of the going concern
basis of accounting in the preparation of the Summary Regulatory Accounts is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to
the Company's ability to continue as a going concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.



INDEPENDENT AUDITORS’ REPORT
To the directors of Northern Ireland Electricity Networks Limited (“the Company”) and the Northern
freland Authority for Utility Regulation (“the Regulator”)

Responsibilities for the Summary Regulatory Accounts and the audit

Responsibilities of the directors for the Summary Regulatory Accounis

As explained more fully in the statement of directors’ responsibilities, the directors are responsible for the
preparation of the Summary Regulatory Accounts in accordance with the Condition 2 of the Company's
Regulatory Licence and the basis of preparation and accounting policies in notes 1 and 2 to the Summary
Regulatory Accounts and for determining that the basis of preparation and accounting policies are acceptable in
the circumstances. The directors are also responsible for such internal control as they determine is necessary
to enable the preparation of Summary Regulatory Accounts that are free from material misstatement, whether
due to fraud or error.

In preparing the Summary Regulatory Accounts, the directors are responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the Summary Regulatory Accounts

Our objectives are to obtain reasonable assurance about whether the Summary Regulatory Accounts as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these Summary Regulatory
Accounts.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud, is
detailed below.

Based on our understanding of the Company and industry, we identified that the principal risks of non-compliance
with laws and regulations related to UK tax legislation, the Company’s Participate in Transmission Licence and
Electricity Distribution Licence, environmental regulations, adherence to data protection requirements,
applicable Generally Accepted Accounting Practices, and we considered the extent to which non-compliance
might have a material effect on the Summary Regulatory Accounts. We also considered those laws and
regulations that have a direct impact on the Summary Regulatory Accounts such as the Companies Act 2006.
We evaluated management's incentives and opportunities for fraudulent manipulation of the Summary
Regulatory Accounts (including the risk of override of controls), and determined that the principal risks were
related to posting inappropriate journal entries and management bias through judgements and assumptions in
significant accounting estimates. Audit procedures performed by the engagement team included:

¢ Discussions with management and the group’s legal advisors, including consideration of known or
suspected instances of noncompliance with laws and regulation and fraud;

* We have discussed and understood the nature of open matters between the company and the Northern
Ireland Authority for Utifity Regulation;

s Review of minutes from board meetings;

¢ Challenging assumptions and judgements made by management in their significant accounting
estimates; and

¢ ldentifying and testing journal entries, in particular any journal entries posted with an unusual description,
unusual nominal account combination to revenue and unbilled debt or entries made by unexpected
users.



INDEPENDENT AUDITORS’ REPORT
To the directors of Northern Ireland Electricity Networks Limited (“the Company”) and the Northern
Ireland Authority for Utility Regulation (“the Regulator”)

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that are not closely related to events and transactions
reflected in the Summary Regulatory Accounts. Also, the risk of not detecting a material misstatement due to
fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment
by, for example, forgery or intentional misrepresentations, or through collusion.

A further description of our responsibilities for the audit of the Summary Regulatory Accounts is located on the
FRC's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinion, has been prepared for and only for the Company’s directors as a body in order
to meet the requirements of Condition 2 of the Company’s Regulatory Licences and for the benefit of the
Regulator in connection with their regulatory function, in accordance with our engagement letter dated 3 June
2021. Our audit work has been undertaken so that we might state to the Company and the Reguiator those
matters that we have agreed to state to them in our report, in order (a) to assist the Company to meet its
obligation under the Regulatory Licences to procure such a report and (b) to facilitate the carrying out by the
Regulator of its regulatory functions, and for no other purpose. In giving this opinion, we only accept or assume
responsibility to the directors of the Company as a body, and not for any other purpose or to any other person
to whom this report is shown or into whose hands it may come, inciuding without limitation under any contractual
and regulatory obligations of the Company, or for any other purpose, save where expressly agreed by our prior
consent in writing.

Other matters

The nature, form and content of Summary Regulatory Accounts are determined by the Regulator. It is not
appropriate for us to assess whether the nature of the information being reported upon is suitable or appropriate
for the Regulator's purposes. Accordingly, we make no such assessment.

Our opinion on the Summary Regulatory Accounts is separate from our opinion on the statutory financial
statements of the Company for the year ended 31 December 2020 on which we reported on 12 March 2021,
which are prepared for a different purpose. Our audit report in relation to the statutory financial statements of the
Company (our “Statutory audit”) was made solely to the Company's members, as a body, in accordance with
Chapter 3 of Part 16 of the Companies Act 2006. Our Statutory audit work was undertaken so that we might
state to the Company's members those matters we are required to state to them in a statutory audit report and
for no other purpose. In these circumstances, to the fullest extent permitted by law, we do not accept or assume
responsibility for any other purpose or to any other person to whom our Statutory audit report is shown or into
whose hands it may come, save where terms are expressly agreed in writing.

% L;f»fv{;//i»a g KA

PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors,
Belfast

14 June 2021



809 029 - - 0’8y L'6b ¥ 6'C)
(8'82) {o'v1) - - (8'92) (r'er) 02 {z'1)
9’68 9°9L - - 8L SZ9 8yl Vbl
(69¢) {(0°28) - - (1'62) (z'62) (8°2) {g-2)
(6°1) (8°1) - - (81 (L'1) (1'0) {10
(gce) (¢7ge) - - (512) {9°22) (8°2) (2°2)
€0 10 - - z0 1’0 10 -
59z 9'cil - - 6'€0L 16 92z 6’1z
(6'991) {9z21) Zo {9°0) (6'6E1) rvvl) (8'92) (9°22)
v'e6e 2'982 20 90 8'che 1'9¢z 76F S'6b
01 €6l - - Zel 1'sL g Ty
91e AL - - gle FArAd - -
- 90 10 S0 (L0 Lo - -
L'ShlL 8¢ L0 10 0'00} 526 96y e'sy
zZoz - - - A4 - - -
68 z'98 - - 6'8/ 2'98 - -
w3y w3 w3 w3 w3 w3 w3y wy
0202 120t 0202 1202 0202 1202 0zoZ 120z
|eyo | Mueqgpue uonnquisiqg uoissiwsuely

SOJON

XYL d31dv Li40¥d

abieyo xe}

XV 1 340438 1140¥d

S1S03 adueUl BN

1SsIsiul sWayds uoisuad N
S}S00 8oUBUI
anuaAal asueul4

1i40¥d ONILVHIdO

s)s03 Buneladp
anusAsy jejol

SUONQLIUCD

J3WIOISNO JO LojesIowWwY
sBupjeyapun dnoib gs3 o) sejeg
sassauIsng

S¥iomieN JIN 01 sajes

se[es [euisixs BYI0

8dd IN J8Mod 0} sejeg

IN Jamod 0} sajeg

aNuUsAay

120z UoIE[N £ papus Jeak aiy 16}
INIWILIVIS SWODNI

120z ydiep g
sjuno2oy AlojeinBay Arewwng

A3LINIT SYHMOMLIN ALIDINLD3 T3 ANYIIHI NYIHLHON



gLLLe TL20'T 67¢ 1'e VL") 8'186°L 8'L9Y o34 44
0296’ 5'888°1L L0 - 9/25'tL 9'SLP'L £vep 6 CLy
0’68 861k - - 189 g6l 681 [ 4
L'e v'e 1’0 - 8'C LT 80 L0
[4 %] 9’66 - - GG 9L L8l 0°ie
ELVL FAVA I - - €189 1'€8s 0991 [Vl 4:1%
6'CLS S'06Y - - 0’66 6'28¢ 6¢Li 9°L01
86 0’6 - - 1’6 £'8 L0 L0
1'6LG P4 A - - 8'c0¥ 6°L0% €6l 9Ll
8¢5l Lgel 8¢ 1'e S'6LL 2'S0L g'ee v6c
€ 6'¢C - g0 9'¢ 0c L0 9'0
9'L2 VAVXA 8¢ 8¢ €61 Vel g's §'S
0'GL €8l - - L ¥ 4 £e o'y
¥'6l L2 - - LGl 691 1394 8y
Ll s - - g'g x4 gl S0
6¢C 1A - - L a4 co [l
Gg'08 £¢9 - - 929 S'6v 6°LL 8¢
L28S'e 9'sy8'Z 'l ') 6200 §'€00°Z 9'EPS 6°0vS
Levi [ AA - - g'lel <L €01 i
£9¢ §'6¢C - - ¥'6¥ '8¢ (1'el) {z'6)
8¢ 8¢ - - A4 (A4 S0 9°0
0GlL €8l - - Ll eyl £t o'dy
el 0'vs - - L'LG fara 4 €9l 8'Li
oyl PAVA* - - il 8¢l (A 6'¢
90L¥'Z £ezy'e (AN 'l 1'9.8'L £'768') £'Ees 8'62S
6¢CLG S'06¥ - - 0'66¢ 6'28¢ 8¢l 9'.01
'L A ¢l (41 - - - -
g'8lL VL - - il oo A L'y g'¢c
Gz 0Ll - - gl L'0b 60 6’0
§'Go8'L §€08‘L - - LG 0°98¥'L iy SLY
w3 w3 w3 w3 w3 w3 w3 w3
020¢ YA 114 0coe 1202 0coe 1202 0coe 1AV
jejor juegpue] uonnqLysig uoclssiwsuel]

Sl
i

€l

Gl
143

€l

43

L
ol

< W0 O~

310N

S3ALLMIGVIT IVioL

Aujigey uoisuad

suoisinoid wisy-Buo
Anigey xey pauejaq
sanliqey [epueuy BYio
sanliiqe] jelouruy eallenls(
Ajlpgey) eses

awodul paisleq

SO1jiqe!] JUALIND-UON

suoisinosd wsl-loyg
Sailljiqey) [eloueuy J8Ui0
Sajijiqel] |elouBUlY sAneallag
swooul pausja(]

8|geAed xe} jusiny

Aliqey) ssee

sejgeAed Jaijjo pue apes|
Saijjiqet) Jusuny

S13SSV VLol

sjusjeninbe yseo pue ysen
S}essE |ejoueul Y10
S}esse [elouBUY saleAla(
SO|qBAIZ08] JOYI0 pue apel]
SOLIoJUaAL|

SJ9SSE JualIng

sjesse jeloueul sABABQ
1esse xe) palisja(]

sjasse aiqibuegy|

sjasse asn jo 1ybiy
wswdinbe pue jueld ‘Apedoud
S}9SSE JUALINI-UON

1202 Yoiey g Je sy
LNIWILVLS LISSV 13N

LC0T Yolepy Lg

sjunodoy AiojejnBay Arewnung

QaLINIT SMEOMLIN ALIOIYLOI T ANVIINI NYIHLNON



Lcogaune L ‘sleg

10y0311g

I

‘A jleyeq sy uo peubis pue siojoslip jo pieog s Auedwod ay) Aq panoidde alem ge-; sabed uo syunoosoe syl

6Pey 818 (1) (571) 8°09¢ L1y 8'G/ 9'86 (sawLrmavit) 7 s13SSV 13N
w3 w3 w3 w3 w3 w3 w3 w3
0z0z 1202 0202 1202 0z02 120z 0202 1202

jejog Muegpue] uonngqiasiq uoissjwsued

120Z Yd4el ¢ 3B sy
PoNURUGY) INJWILVLS 135SV 13N

120z yoaewy g
sjunoaosy Asojeinbay Alewwing

Q3LINFM SYHOMLEAN ALIOIHLOITI ANVIZNI NMIHINON



oL

61y {296) - - (001} {67c8) (1) (g8eh)
£6¢ L'9Z - - L'61 8'0Z 9'G 6'S
(0g) (L€) - - (L2 {(g'g) (g0 (z'0)
ZveL) (L'611) - - (CANY) {z'LoL) (2'91) (s°81)
L'gelL 6011 - {1+'0) £001 206 gve 802
{0 {c'0) - - (€0 (c-0) - -
(gse) {9'v¢) - - (612) (0°22) (82) {972)
£0 1’0 - - 20 10 o) -
091 L'shl - (10 621 vLLL Gze p'8e
oL {g:21) - {(¢0) (9'8) {o:ct) (¥e) (6¢)
Vit g'cal - z0 5'9e} 0'LEL 6v¢ £ze
(o1) (2'0) - 0 (20 {2°0) (€0 (z'0)
(g'81) {e81) - - (S41) (z'v1) e {L'v)
0s L'g - - B¢ oy bl bL
(a'81) {2'02) - - L) {(z'91) (9] (5'v)
0e Ze - - 8¢ 6'C Al £0
A7 €18 - - §'86 4’9 9] 8L
6°9E 0'Lg - - 1’62 A4 8L 8L
9'68 9'9, - - 8vL §'29 8yl Lyl
w3z w3 w3 w3z w3 w3z w3 w3
0202 1202 0202 1202 0z0z 1202 0202 1202
jejop yueqpue uonnquisig uolssiwsues

sapAnoR BunseAul uf pasn smofy yses JoN

juswidinba pue jue|d ‘Auadosd 4o 10edsal i suolingLIuon
sjasse ajqibusiul jo aseyoing

uswdinbe pue jueid 'Apadoid 1o aseyoing

safjianoe Buigseaul ul pasn smoy) ysen

sagiapoe Buyessdo wWodj smoyy yseo JoN

pred jsaisju; esea]
pied 1sa19)y]
PaAigoal Jsataly|

suonielado wodj pajesauab ysen
feyden Bupjiom uj asesiouy)

1ejides
Buptiom ur juswaao aiojeq smoyy yses Bugesedp

suoisinoid uj Juswanow JaN

pred suonnquiuos ssaj abieyo uoisuad Jjeuaq pauysq
sjesse ajqibueiul Jo uogesipowy

sjueliB pue suonNgIUOD JBWO)SND JO uofjes|uowly
slesse asn Jo Jubu jo uonesidag

juswdinbe pue yueid ‘Apsdoud Jo uonessidag

S}S00 adueUYy JBN

.10} sjuswisnipy

Xe)] 9J0Jaq Jyolg

:saijlanoe Bunesado woly smoyy ysen

1207 USITB| [ € papus 1834 513 10]
LNIIWALYLS MOTd HSVYD

1202 Yyotep 1¢
Sjunov2y Alojeinbay Aewwng

QELINIT SMHOMLIN ALIDIN1D3T3 ANVIZYHI NYIHLMON



L

£'9¢ S'6Z - - ¥'6v 188 (LeL) (z'6)
8'6p £°9¢ - - 8'0. v'6p 012 {1et)
{sep) {g°9) - - i) {£'01) 62 8¢
(292 (0'12) - 1'0 Z'12) lo'z1) () (1'v)
(0¢€) (0'€) (82 (8'2) (z0) (z'0)
(oew) - - - (1oL - 62 -
ogl - - - 1’0t - 62 -
- - - 1o - (1'0) - .
(Le2) (0'31) - - (¥81) {1v1) (€9 (6°¢)
w3 w3 w3 wy w3 w3 w3 w3
0202 120z 0202 1202 0202 1202 0z0¢ tzoz
jejol Muegpue] uonnquisIg uoissiusues |

Jeak ayj jo pus 8y} e sjusjBAINbS YSED PUE LSED

1eak jo BuluuiBaq ay) Je sjusjeainba yses pue ysen
sjuajeainba yses pue yseo ul (esealoap)/eseaioul JoN
safilanoe Bulsueuy wody /(U1 pasn) smojy ysed J1aN

sangel ases) jo juswiey

953 woy sbuimouioq jo JuswAedoy

953 wolf sBuimourog o Jdiaoey

sBumosiog jeusaixe Jo JuswAedsy

sBupfepapun syiomjsN J|N MO8} WoJ) SUeoT
Japjoyaseys o} pred puapialig

sanjAloe Butoueuny wody / (uf pasn) smoy ysen

1202 UOIEW |¢ popus JEoA oy 10]
{PaNURUO) INSWILVLS MOTd HSVD

L20Z yoaew L¢
sjunoooy Alojeinbay Aiewuwing

QELINIT SMHMOMLIN ALIOIMLOTTI ANYIIYI NYIHLYON



NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2021

1. GENERAL INFORMATION

Northern Ireland Electricity Networks Limited (NIE Networks or the Company) is a limited company incorporated
and domiciled in Northern Ireland. These summary regulatory accounts report on NIE Networks’ Transmission
Owner, Distribution and Landbank businesses and are separate from NIE Networks’ statutory accounts which
are prepared on a consolidated basis including the Company's subsidiary businesses. The accounts have been
prepared in accordance with the measurement and recognition criteria of International Accountings Standards
in conformity with the requirements of the Companies Act 2006 (IFRS) as applicable to companies reporting
under IFRS and in accordance with Condition 2 of the Company’s Licences. The accounting disclosures are
compliant with the Company’s Licence requirements and are not required to be prepared under IFRS. The
accounts are presented in sterling (£) with all values rounded to the nearest £100,000 except where otherwise
indicated.

2. ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these accounts are set out below. These policies
have been applied consistently to all years presented, unless otherwise stated.

New and revised accounting standards, amendments and interpretations
No new standards, amendments or interpretations, effective for the first time for the financial year beginning on
or after 1 April 2020, have had a material impact on the summary regulatory accounts of the Company.

New and revised accounting standards, amendments and interpretations not yet adopted

A number of new standards and amendments to standards and interpretations are effective for annual periods
beginning after 1 April 2021, and have not been applied in preparing these summary regulatory accounts. None
of these are expected to have a significant effect on the summary regulatory accounts of the Company.

Basis of preparation

In preparing the summary regulatory accounts for the year ended 31 March 2021 the directors of the Company
(after consultation with the Utility Regulator) have allocated revenue and operating costs to each of the
Transmission Owner and Distribution Businesses on the basis of actual revenue and operating costs incurred
by each separate business where clearly identifiable with any residual amounts being apportioned to the
respective businesses based on the agreed activity levels in the Regulatory Instructions and Guidance ("RIGs").
Net assets have been allocated 22%:78% in proportion to the respective businesses' Regulatory Asset Bases
(RABs) at the closing year end dates (2020 - 22%:78%). Where clearly identifiable, capital expenditure incurred
in the current year is allocated to each separate business, with any residual amounts apportioned in line with

RIGs.

Going concern

On the basis of their assessment of the Company’s financial position, which included a review of the Company’s
projected funding requirements for a period of 12 months from the date of approval of the summary regulatory
accounts along with potential downside sensitivities, the directors have a reasonable expectation that the
Company will have adequate financial resources for the 12 month period. While the Covid-19 pandemic
continues to impact on both the Company and the wider economy, the directors have considered the possible
financial impact on the Company's financial position and are of the opinion that the Company has adequate
financial resources for the 12-month period. Accordingly, the directors continue to adopt the going concern basis
in preparing the summary regulatory accounts.

Foreign currency transfation
The functional and presentation currency of the Company is sterling (£).

Foreign currency transactions are translated into the functional currency at the rates of exchange prevailing on
the dates of the transactions. Foreign exchange gains and losses resulting from settlement of such transactions
and from the translation of monetary assets and liabilities denominated in foreign currencies at the exchange
rates prevailing at the balance sheet date are recognised in the income statement.

12



NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2021

2. ACCOUNTING POLICIES (continued)

Property, plant and equipment

Property, plant and equipment is included in the balance sheet at cost, less accumulated depreciation and any
recognised impairment loss. The cost of self-constructed assets includes the cost of materials, direct labour and
an appropriate portion of overheads. Interest on funding attributable to significant capital projects is capitalised
during the period of construction provided it meets the recognition criteria in IAS 23 and is written off as part of

the total cost of the asset.

Freehold land is not depreciated. Other property, plant and equipment are depreciated on a straight-line basis
so as to write off the cost, less estimated residual values, over their estimated useful economic lives as follows:

Infrastructure assets - up to 40 years

Non-operational buildings - freehold and long leasehold - up to 60 years
Fixtures and equipment - up to 10 years

Vehicles and mobile plant - up to 5 years

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. Where the carrying value exceeds the
estimated recoverable amount, the asset is written down to its recoverable amount.

The recoverable amount of property, plant and equipment is the greater of net selling price and value inuse. In
assessing value in use, estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. For
an asset that does not generate largely independent cash flows, the recoverable amount is determined for the
cash generating unit to which the asset belongs. Impairment losses are recognised in the income statement.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected to arise from its continued use. The gain or loss arising on the disposal or retirement of an asset
is determined as the difference between the net selling price and the carrying amount of the asset.

Right of Use Assets and Lease liabilities

On entering a new lease contract, the Company recognises a right of use asset and a liability to pay future
rentals. The liability is measured at the present value of future lease payments discounted at the applicable
incremental borrowing rate. The right of use asset is depreciated over the shorter of the term of the lease and
the useful economic life, subject to review for impairment.

The low value and short-term lease exemptions have been applied. The associated lease payments are
expensed to the income statement as they are incurred.

13



NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2021

2, ACCOUNTING POLICIES (continued)

Intangible assets - Computer software

The cost of acquiring computer software is capitalised and amortised on a straight-line basis over its estimated
useful economic life which is between three and ten years. Costs include direct labour relating to software
development and an appropriate portion of directly attributable overheads. Interest on funding attributable to
significant capital projects is capitalised during the period of construction provided it meets the recognition criteria
in 1AS 23 and is written off as part of the total cost of the asset.

The carrying value of computer software is reviewed for impairment annually when the asset is not yet in use
and subsequently when events or changes in circumstances indicate that the carrying value may not be
recoverable.

Gains or losses arising from de-recognition of computer software are measured as the difference between the
net selling price and the carrying amount of the asset.

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is calculated as the weighted average

purchase price. Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

Financial instruments
The accounting policies for the financial instruments of the Company are set out below.

The Company classifies its financial instruments into one of the categories discussed below, depending on the
purpose for which the instrument was acquired. The Company's accounting policy for each category is as follows:

Fair value through profit or loss
This category comprises derivative assets and liabilities. Derivatives are carried in the balance sheet at fair value

with changes in fair value recognised in the income statement within net finance costs.

Financial assets measured at amortised cost

Assets measured at amortised cost principally arise from the provision of services to customers (trade
receivables) but also incorporate other types of financial assets where the objective is to hold assets in order to
collect contractual cash flows and the contractual cash flows are solely payments of principal and interest. They
are initially recognised at fair value plus transaction costs that are directly attributable to their acquisition or issue,
and are subsequently carried at amortised cost using the effective interest rate method, less provision for

impairment.

The Company's financial assets are initially recorded at fair value. After initial recognition, financial assets are
measured at amortised cost comprise trade and other receivables, cash and cash equivalents.

Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and in hand and short-term deposits with maturities of three

months or less.

Trade and other receivables

Trade receivables do not carry any interest. The Company assesses, on a forward-looking basis, the expected
credit losses associated with trade receivables. The Company applies the simplified approach permitted by {FRS
9, which requires expected lifetime losses to be recognised from initial recognition of the receivables.

Other financial liabilities
Other financial liabilities include bank borrowings and trade payables. The Company'’s other financial liabilities
are initially recorded at fair value and are subsequently carried at amortised cost.

Interest bearing loans and overdrafts
Interest bearing loans and overdrafts are initially recorded at fair value, being the proceeds received net of direct
issue costs. After initial recognition, interest bearing loans are subsequently measured at amortised cost using

the effective interest method.
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2021

2. ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Trade and other payables
Trade and other payables are not interest bearing. The Company’s trade and other payables are initially recorded

at fair value and subsequently carried at their amortised cost.

Borrowing costs

Borrowing costs attributable to significant capital projects are capitalised as part of the cost of the respective
qualifying assets. All other borrowing costs are expensed in the period they occur. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the borrowing of funds.

Revenue

Revenue is principally derived through charges for use of the distribution system (DUoS) levied on electricity
suppliers and transmission service charges (TSC) mainly for use of the transmission system levied on System
Operator for Northern Ireland (SONI). NIE Networks is a regulated business, earning revenue primarily from an
allowed return on its Regulated Asset Base (RAB).

Revenue is recognised when the Company has satisfied its performance obligations in respect of the contract
with the customer. Revenue is measured based on the consideration specified in a contract with a customer.
The following specific recognition criteria must also be met before revenue is recognised:

Distribution Use of System (DUoS) revenue

DUoS revenue is recognised over time in line with the use of the system by suppliers under the schedule of
entitlement set by the Utility Regulator for each tariff period. Any outstanding billed and unbilled usage for DUoS
is included within Use of System receivable at the balance sheet date. Revenue includes an assessment of the

volume of electricity distributed, estimated using historical consumption patterns.

Transmission service charge revenue

Revenue is earned by maintaining the transmission assets to facilitate the effective operation by SONI. For this
fixed price contract, revenue is recognised over time on a straight-line basis in line with the schedule of
entittement set by the Utility Regulator for each tariff period and a Use of System receivable is recognised on

the balance sheet.

Public Service Obligation revenue
Included within the Company's operating profit are revenues and costs associated with the Public Service

Obligation (PSO) charges which are fully recoverable (including amounts paid under the Northern lreland
Sustainable Energy Programme), albeit there are timing differences between the receipt of revenue / payment
of costs and the recovery of those amounts through the PSO charges.

PSO revenue is earned over time in line with the use of system by suppliers under the schedule of entitlement
set by the Utility Regulator for each tariff period. In addition to PSO tariff revenues, the Company recognises
income received from the Power Procurement Business (PPB) at a point in time as the Company does not have
control over the amount or timing of receipt of PPB revenues.

Customers’ contributions
Customers’ contributions received in respect of property, plant and equipment are deferred and released to
revenue in the income statement by instaiments over the estimated useful economic lives of the related assets.

Interest receivable
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest

rate applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life
of the financial asset to that asset's net carrying amount.
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2021

2. ACCOUNTING POLICIES (continued)

Government grants

Government grants received in respect of property, plant and equipment are deferred and released to operating
costs in the income statement by instalments over the estimated useful economic lives of the related assets.
Grants received in respect of expenditure charged to the income statement during the year are included in the

income statement.

Tax

The tax charge represents the sum of tax currently payable and deferred tax. Tax is charged or credited in the
income statement, except when it relates to items charged or credited directly to equity, in which case the tax is
also dealt with in equity.

Tax currently payable is based on taxable profit for the period. Taxable profit differs from net profit as reported
in the income statement because it excludes both items of income or expense that are taxable or deductible in
other years as well as items that are never taxable or deductible. The Company's liability for current tax is
calculated using tax rates (and tax laws) that have been enacted or substantially enacted by the balance sheet

date.

Deferred tax is the tax payable or recoverable on differences between the carrying amount of assets and
liabilities in the accounts and the corresponding tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences can be utitised.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries,
except where the Company is able to control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.

Deferred tax is not recognised on temporary differences where they arise from the initial recognition of goodwill
or of an asset or liability in a transaction that is not a business combination that at the time of the transaction
affects neither accounting nor taxable profit nor loss.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantially enacted by the balance sheet date.

Provisions

Provisions are recognised when (i) the Company has a present obligation (legal or constructive) as a result of a
past event (ii) it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and (iii) a reliable estimate can be made of the amount of the obligation. Where the Company
expects a provision to be reimbursed, the reimbursement is recognised as a separate asset but only when the
reimbursement is virtually certain. If the effect of the time value of money is material, provisions are determined
by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the
time value of money and, where appropriate, the risks specific to the liability. Where discounting is used, the
increase in the provision due to the passage of time is included within finance costs.
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2021 ‘

2. ACCOUNTING POLICIES (continued)

Pensions and other post-retirement benefits

Employees of the Company are offered membership of the Northern Ireland Electricity Pension Scheme (NIEPS)
which has both defined benefit and defined contribution pension arrangements. The amount recognised in the
balance sheet in respect of liabilities represents the present value of the obligations offset by the fair value of
assets.

Pension scheme assets are measured at fair value and liabilities are measured using the projected unit credit
method and discounted at a rate equivalent to the current rate of return on a high quality corporate bend of
equivalent currency and term to the liabilities. Full actuarial valuations are obtained at least triennially and
updated at each balance sheet date. Re-measurements comprising of actuarial gains and losses and return on
plan assets are recognised immediately in the period in which they occur and are presented in the statement of
comprehensive income. Re-measurements are not reclassified to profit or loss in subsequent periods.

The cost of providing benefits under the defined benefit scheme is charged to the income statement over the
periods benefiting from employees’ service. These costs comprise current service costs, past service costs,
gains or losses on curtailments and non-routine settlements, all of which are recognised in operating costs. Past
service costs are recognised immediately to the extent that the benefits are already vested. Curtailment losses
are recognised in the income statement in the period they occur.

Net pension interest on net pension scheme liabilities is included within net finance costs. Net interest is
calculated by applying the discount rate to the net pension asset or liability.

Pension costs in respect of defined contribution arrangements are charged to the income statement as they
become payable.

The Company has adopted the exemption allowed in IFRS 1 to recognise all cumulative actuarial gains and
losses at the transition date in reserves.

Critical accounting judgements and key sources of estimation uncertainty

Pensions and other post-employment benefits

The estimation of and accounting for retirement benefit obligations involves judgements made in conjunction
with independent actuaries. This involves estimates about uncertain future events including the life expectancy
of scheme members, future salary and pension increases and inflation as well as discount rates.

Unbilled debt
Revenue includes an assessment of the volume of electricity distributed but not yet invoiced, estimated using
historical consumption patterns. A corresponding receivable in respect of unbilled consurnption is recognised

within trade receivables.

Fair value measurement
The measurement of the Company's derivative financial instruments is based on a number of judgmental factors

and assumptions which by necessity are not based on observable inputs. These have been classified
as Level 2 financial instruments in accordance with IFRS 13.
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