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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Summary Regulatory Accounts
31 March 2020

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 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
and International Financial Reporting Standards issued by the International Accounting Standards Board
as adopted by the European Union (“EU");

- 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
(“UR")'

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 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 (NIE Networks or the Company) and
the Northern Ireland Authority for Utility Regulation (NIAUR / the Regulator)

Report on the Summary Regulatory Accounts

In our opinion, Northern Ireland Electricity Networks Limited’s Summary Regulatory Accounts (the
“Summary Regulatory Accounts™):

o fairly present, in accordance with Condition 2 of the Company’s Regulatory Licences and the
accounting policies set out on pages 12 to 17, the state of the Company’s affairs at 31 March 2020 and
its profit and cash flows for the year then ended; and

» have been properly prepared in accordance with Condition 2 of the Regulatory Licence s and the
accounting policies.

LRSI OF DBrLparalion

Without modifying our opinion, we draw attention to the Statement of Accounting Policies, which describes the
basis of preparation of the Summary Regulatory Accounts. The Regulatory Accounts are separate from the
statutory financial statements of the Company and have not been prepared under the basis of International
Financial Reporting Standards as adopted by the European Union (“IFRSs”). Financial information other than
that prepared on the basis of IFRSs does not necessarily represent a true and fair view of the financial
performance or financial position of a company as shown in statutory financial statements prepared in
accordance with the Companies Act 2006.

Northern Ireland Electricity Networks Limited’s Regulatory Accounts comprise:

the Net Asset Statement as at 31 March 2020;

the Income Statement for the year then ended;

the cash flow statement for the year then ended; and
the accounting policies and the related notes.

The financial reporting framework that has been applied in their preparation comprises the basis of
preparation and accounting policies set out in the Statement of Accounting Policies.

In applying the financial reporting framework, the directors have made a number of subjective judgements, for
example in respect of significant accounting estimates. In making such estimates, they have made assumptions
and considered future events.

Other matters on which we are required to report by exception

Under Condition 2 of the Company’s Regulatory Licences we are required to report to you if, in our opinion:

e we have not received all the information and explanations we require for our audit;

o adequate accounting records have not been kept by the Company, or returns adequate for our audit
have not been received from branches/operating locations not visited by us;

» the Summary Regulatory Accounts are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.



INDEPENDENT AUDITORS’ REPORT
To the directors of Northern Ireland Electricity Networks Limited (NIE Networks or the Company) and
the Northern ireland Authority for Utility Regulation (NIAUR / the Regulator)

Responsibilities for the Summary Regulatory Accounts and the audit

As explained more fully in the Statement of Directors’ Responsibilities set out on page 3, the directors are
responsible for the preparation of the Summary Regulatory Accounts and for their fair presentation in
accordance with the basis of preparation and accounting policies. Our responsibility is to audit and express an
opinion on the Summary Regulatory Accounts in accordance with International Standards on Auditing (UK)
(“ISAs (UK)"), except as stated in the ‘What an audit of Regulatory Accounts involves’ section below, and
having regard to the guidance contained in Audit 05/03 ‘Reporting to Regulators of Regulated Entities’ issued
by the Institute of Chartered Accountants in England and Wales. Those standards require us to comply with
the Auditing Practices Board’s Ethical Standards for Auditors.

This report is made, on terms that have been agreed, solely to the Company and the Regulator in order to meet
the requirements of Condition 2 of the Company’s Regulatory Licences. Our audit work has been undertaken
so that we might state to the Company and the Regulator 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. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the Company and the Regulator, for our audit work, for this report or for the opinions we have formed.

We conducted our audit in accordance with ISAs (UK). An audit involves obtaining evidence about the
amounts and disclosures in the Regulatory Accounts sufficient to give reasonable assurance that the Regulatory
Accounts are free from material misstatement, whether caused by fraud or error. This includes an assessment
of:

¢ whether the accounting policies are appropriate to the Company’s circumstances and have been

consistently applied and adequately disclosed;
» the reasonableness of significant accounting estimates made by the directors; and
¢ the overall presentation of the Summary Regulatory Accounts.

We primarily focus our work in these areas by assessing the directors’ judgements against available evidence,
forming our own judgements, and evaluating the disclosures in the Summary Regulatory Accounts.

We test and examine information, using sampling and other auditing techniques, to the extent we consider
necessary to provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing
the effectiveness of controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Summary Regulatory Accounts to
identify material inconsistencies with the audited Regulatory Accounts and to identify any information that is
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the
course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies
we consider the implications for our report.

However, we have not assessed whether the accounting policies are appropriate to the circumstances of the
Company where these are laid down by the Regulatory Licences. Where the Regulatory Licences do not give
specific guidance on the accounting policies to be followed, our audit includes an assessment of whether the
accounting policies adopted in respect of the transactions and balances required to be included in the
Regulatory Accounts are consistent with those used in the preparation of the statutory financial statements of
Northern Ireland Electricity Networks Limited. Furthermore, as the nature, form and content of Regulatory
Accounts are determined by the Regulator, we did not evaluate the overall adequacy of the presentation of the
information, which would have been required if we were to express an audit opinion under Auditing Standards.



INDEPENDENT AUDITORS’ REPORT
To the directors of Northern Ireland Electricity Networks Limited (NIE Networks or the Company) and
the Northern Ireland Authority for Utility Regulation (NIAUR / the Regulator)

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 2019 on which we reported on 11 June 2020,
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 expressly agreed by our prior consent in writing.

i s ) B e
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PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors,
Belfast

12 June 2020
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2020

1. GENERAL INFORMATION

Northern lreland 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
Financial Reporting Standards (IFRS) and IFRS Interpretations Committee (IFRIC) interpretations as adopted
by the EU and applied in accordance with the provisions of the Companies Act 2006 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

The Company has adopted IFRS 16, ‘Leases’, which is effective for the first time for the regulatory year
beginning on 1 April 2019. The standard replaces IAS 17, ‘Leases’, and related interpretations. The standard is
effective for annual periods beginning on or after 1 January 2019, and earlier application is permitted subject to
EU endorsement and the entity adopting IFRS 15 at the same time.

The impact of adoption on the summary regulatory accounts of the Company is outlined below:

IFRS 16

IFRS 16 addressed the definition of a lease, the recognition and measurement of leases and it established
principles for reporting useful information to users of financial statements about the leasing activities of both
lessees and lessors. A key change arising from IFRS 16 is that most operating leases are accounted for on
balance sheet for lessees. The Company has applied IFRS 16 on a modified retrospective basis without
restating prior years.

The Company's financial liabilities associated with future lease commitments recognised on the balance sheet
at 1 April 2019 were £11.3m and the corresponding right of use assets were £11.3m.

Presentational changes have been made to the Company's cash flow in accordance with the requirements of
IFRS 16.

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 January 2020, 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 2020 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 (2019 - 23%:77%). 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.

12



NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2020

2. ACCOUNTING POLICIES (continued)

Basis of preparation (continued)

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
accounts, the directors have a reasonable expectation that the Company will have adequate financial
resources for the 12 month period. In light of the current Covid-19 pandemic, the directors have considered the
possible financial impact on the Company’s financial position. While the Covid-19 situation is evolving at a fast
pace, the directors 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 accounts.

Foreign currency translation
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.

Company’s investments in subsidiaries

The Company recognises its investments in subsidiaries at cost less any recognised impairment loss.
Dividends received from subsidiaries are recognised in the income statement. The carrying values of
investments in subsidiaries are reviewed annually for any indications of impairment, including whether the
carrying value is impaired as a result of the receipt of dividends.

Property, plant and equipment

Property, plant and equipment are 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 1AS 23 and is written
off as part of the fotal cost of the asset.

Freehold land is not depreciated. Other property, plant and equipment are depreciated on a straight-line basis
so0 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 in use.
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.

13



NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2020

2, ACCOUNTING POLICIES (continued)

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.

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 IAS 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 aiso 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 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
IFRS 9, which requires expected lifetime losses to be recognised from initial recognition of the receivables.
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2020

2. ACCOUNTING POLICIES (continued)

Financial instruments (continued)

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.

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:

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.

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 {o 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
entitlernent 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 Ireland
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.
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
31 March 2020

2. ACCOUNTING POLICIES (continued)

Revenue (continued)

Customers’ contributions

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

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 utilised.

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 2020

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 bond 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 curtaiiments 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, estimated using historical
consumption patterns. A corresponding receivable in respect of unbilled consumption 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 {FRS 13.
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