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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Summary Regulatory Accounts
For the year ended 31 March 2024

Statement of directors’ responsibilities in respect of the Summary Regulatory
Accounts

The directors of Northern Ireland Electricity Networks Limited (NIE Networks or the “Company”) are responsible
for preparing the Summary Regulatory Accounts in accordance with the basis of preparation and accounting
policies in note 2 for compliance 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.

The directors must not approve the Summary Regulatory Accounts unless they are satisfied that they have been
properly prepared, in all material respects, in accordance with the basis of preparation and accounting policies
in note 2 to the Summary Regulatory Accounts. In preparing the Summary Regulatory Accounts, the directors
are responsible for:

» selecting suitable accounting policies and then applying them consistently;

s ensuring consistency between 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 Regulation (*UR"),

» making judgements and accounting estimates that are reasonable and prudent;
« stating the basis of preparation and accounting policies applied; and

e preparing the Summary Regulatory Accounts on the going concern basis unless it is inappropriate to
presume that the Company will continue in business.

The directors are responsible for safeguarding the assets of the company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

The directors are also responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position of

the company.
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Independent Auditor’s Report to Northern Ireland Electricity Networks Limited (“NIE Networks”)
Report on the audit of the Summary Regulatory Accounts

Opinion

In our opinion the Regulatory financial statements (the ‘Summary Regulatory Accounts’) of Northern Ireland
Electricity Networks Limited (the ‘Company’) for the year ended 31 March 2024 have been properly prepared, in
all material respects, in accordance with the financial reporting provisions of Condition 2 of the Company’s
licenses to participate in the Transmission and Distribution of Electricity as agreed with the Department for the
Economy (the ‘Licences’) and issued by the Regulator, and with the accounting policies stated in notes 1 and 2 in
the Summary Regulatory Accounts.

We have audited the Summary Regulatory Accounts which comprise:
e the income statement;

e the net asset statement;

e the cash flow statement; and

e the related notes 1 to 15.

The financial reporting framework that has been applied in their preparation is the accounting policies stated in
note 1 and 2.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)), including ISA
(UK) 800. Our responsibilities under those standards are further described in the auditor's responsibilities for the
audit of the Summary Regulatory Accounts section of our report.

We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of
the Summary Regulatory Accounts in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter — basis of accounting

We draw attention to Notes 1 and 2 to the Summary Regulatory Accounts, which describes the basis of
accounting and is a special purpose framework. The Summary Regulatory Accounts are prepared to assist the
Company in complying with the financial reporting provisions of Condition 2 of the Licences. As a result, the
Summary Regulatory Accounts may not be suitable for another purpose.

Our opinion is not modified in respect of this matter.

Conclusions relating to going concern
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.

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.

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

Responsibilities of directors

As explained more fully in the statement of directors’ responsibilities in respect of the Summary Regulatory
Accounts, the directors are responsible for the preparation of the Summary Regulatory Accounts in accordance
with the financial reporting provisions of Condition 2 of the Licences and issued by the Regulator, and for such
internal control as the directors determine is necessary to enable the preparation of the 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.
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Auditor’s 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 auditor's 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.

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 auditor’s report.

Extent to which the audit was considered capable of detecting irregularities, including fraud
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.

We considered the nature of the Company’s industry and its control environment, and reviewed the Company’s
documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We
also enquired of management and the directors about their own identification and assessment of the risks of
irregularities, including those that are specific to the Company’s business sector.

We obtained an understanding of the legal and regulatory frameworks that the Company operates in, and

identified the key laws and regulations that:

e had a direct effect on the determination of material amounts and disclosures in the Summary Regulatory
Accounts. These included the UK Companies Act 2006, tax legislation and pensions legislation, and;

e do not have a direct effect on the Summary Regulatory Accounts but compliance with which may be
fundamental to the Company’s ability to operate or to avoid a material penalty. These included the
Company’s Licences and environmental regulations.

We discussed among the audit engagement team and relevant internal specialists such as tax, valuations,
pensions, and IT regarding the opportunities and incentives that may exist within the organisation for fraud and
how and where fraud might occur in the financial statements.

As a result of these procedures, we considered the opportunities and incentives that may exist within the
organisation for fraud and identified the greatest potential for fraud in the following areas: ‘Valuation of unbilled
consumption’, ‘Capitalisation of overheads’ and the ‘Valuation of asset retirement obligation’ and our procedures
to address them are described below:

Valuation of unbilled consumption
e We evaluated the design and determined the implementation of relevant controls over the process of
valuing the unbilled consumption; and
e We assessed the historical consumption patterns used as a basis for the unbilled consumption for
completeness and accuracy.

Capitalisation of overheads
e We evaluated the design and determined the implementation of relevant controls over the capitalisation
of overheads;
e We assessed managements criteria for cost capitalisation and the accuracy of the inputs to
management’s calculations applied to the overhead allocation model; and
e We challenged the appropriateness of changes in the model and capitalisation rates used year on year.

Valuation of asset retirement obligation
e We evaluated the design and determined the implementation of relevant controls over the asset
retirement obligation calculation and over the data used within the calculation; and
e We assessed and challenged the methodologies and key assumptions (including the disposal cost per
pole, the period over which poles will be disposed of, and the use of an appropriate discount rate) used
in determining the provision.
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In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the
risk of management override. In addressing the risk of fraud through management override of controls, we tested
the appropriateness of journal entries and other adjustments; assessed whether the judgements made in making
accounting estimates are indicative of a potential bias; and evaluated the business rationale of any significant
transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified included the following:

e reviewing the Summary Regulatory Accounts disclosures by testing to supporting documentation to assess
compliance with provisions of relevant laws and regulations described as having a direct effect on the
financial statements;

e performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks
of material misstatement due to fraud;

e enquiring of management and in-house legal counsel concerning actual and potential litigation and claims,
and instances of non-compliance with laws and regulations; and

¢ reading minutes of meetings of those charged with governance.

Use of our report

This report is made for and only for the Company’s directors, as a body, in order to meet the requirements of
Condition 2 of the Licences and for the benefit of the Regulator in connection with their regulatory function, in
accordance with our engagement letter dated 13 June 2024. 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 its 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 for anyone other than the Company for our
audit work, for this report or for the opinions we have formed.

Other matters

The nature, form and content of the Summary Regulatory Accounts are determined by the Regulator. As a resullt,
the Summary Regulatory Accounts may not be suitable for another purpose. 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.

The Summary Regulatory Accounts are separate from the Group Statutory Financial Statements and have not
been prepared in accordance with United Kingdom adopted international accounting standards. Financial
information other than that prepared on the basis of United Kingdom adopted international accounting standards
does not necessarily represent a true and fair view of the financial performance or financial position of the
Company as shown in statutory financial statements prepared in accordance with the Companies Act 2006.

Our opinion on the Summary Regulatory Accounts is separate from our opinion on the Group Statutory Financial
Statements on which we reported on 13 March 2024, which are prepared for a different purpose. Our audit report
in relation to the Group Statutory Financial Statements 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.

(e G

Grace Cartin (Senior Statutory Auditor)

For and on behalf of Deloitte (NI) Ltd

Chartered Accountants and Statutory Audit Firm
Statutory Auditor

Lincoln Building

27 — 45 Great Victoria Street

Belfast

BT2 7AQ

17 June 2024
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
For the year ended 31 March 2024

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 Summary Regulatory
Accounts have been prepared in accordance with a special purpose framework for the directors of the Company
as agreed with the Utility Regulator and in accordance with Condition 2 of the Company’s Licences. The
accounting disclosures are compliant with the Company’s Licence requirements. 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.

Basis of preparation
These Summary Regulatory Accounts have been prepared under the historical cost convention except for the
following:

« financial derivative instruments are measured at fair value through profit or loss; and

« defined benefit pension plan assets are measured at fair value.

In preparing the Summary Regulatory Accounts for the year ended 31 March 2024 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 23%:77% in proportion to the respective Transmission and Distribution
businesses’ Regulatory Asset Bases (RABs) at the closing year end dates (2023 - 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

The Company is financed through a combination of equity and subsidiary undertaking finance. The subsidiary
undertaking finance at the period end comprised of facilities of £350.0m, £400.0m and £350.0m (£349.2m,
£399.3m and £346.0m respectively net of issue costs) which are due to mature in October 2025, June 2026 and
December 2032 respectively. The Company also has access to a £100.0m Revolving Credit Facility with its
ultimate parent, none of which was drawn down at 31 March 2024. The RCF is due to mature in December 2025.

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 at least 12 months from the date of approval of the Summary
Regulatory Accounts (which included assessment of plausible potential downside sensitivities), the directors
have a reasonable expectation that the Company will have adequate financial resources for the period.
Accordingly, the directors continue to adopt the going concern basis in preparing the Summary Regulatory
Accounts.

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. Overheads are initially expensed fo the income statement with a portion
being capitalised based on an assessment of the costs incurred that are attributable to the capital work
performed. Interest on funding attributable to significant capital projects is capitalised during the period of
construction provided it meets the relevant recognition criteria 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

12



NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
For the year ended 31 March 2024

2, ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

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.

The treatment of costs related to asset retirement obligations, including capitalisation and depreciation of
relevant costs, is detailed in the Provisions policy below.

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 fower of cost and net realisable value. Cost is calculated as the weighted average
purchase price. Net realisable value is the estimated value for use in the ordinary course of business. Provisions
are made for obsolete or slow-moving items of inventory.

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:
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
For the year ended 31 March 2024

2. ACCOUNTING POLICIES (continued)

Financial instruments (continued)

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 comprising of 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.

Cash and cash equivalent balances are allocated between the Transmission, Distribution and Landbank
businesses based on the cumulative impact of the specific allocation rules applied to the individual line items in
the cash flow statement and a RAB reapportionment is not applied. As a result of this allocation approach, an
individual business may appear to be in an overdrawn position for the purpose of these Summary Regulatory
Accounts. Where the total cash balance of NIE Networks is positive, all cash balances are presented as current
assets.

Short-term investments

Short-term investments comprise deposits with maturities of three to six months. These deposits are placed for
varying periods of between three and six months depending on the cash requirements of the Company, and
earn interest at the respective short-term deposit rates.

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.

Other financial liabilities
Other financial liabilities include bank borrowings and bonds. 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
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
For the year ended 31 March 2024

2. ACCOUNTING POLICIES (continued)

Revenue (continued)

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 consumers 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
entitliement 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 consumers under the schedule of entitlement
set by the Ultility 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 instalments over the estimated useful lives of the related assets.

Interest receivable
Interest revenue 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.

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 period 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.
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
For the year ended 31 March 2024

2, ACCOUNTING POLICIES (continued)

Tax (continued)

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 aresult 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.

The Company considers the implication of known or potential changes in industry requirements and regulations
— including the potential impact of climate change — when assessing where a provision is required.

Provision for asset retirement obligations

The provision for retirement and decommissioning of creosote treated wood poles represents the present value
of the current estimate of the costs of the disposal of the poles at the end of their useful lives. The estimated
costs of asset retirement obligations are recognised in full at the outset of the asset life, but discounted to present
values using an appropriate risk-free pre-tax discount rate. The costs are capitalised in property, plant and
equipment and are depreciated over the useful economic lives of the assets to which they relate unless the
related asset has reached the end of its useful life. Any subsequent changes in the liability in respect of assets
that have reached the end of their useful life will be recognised in the income statement as they occur. The costs
are reviewed each year and amended as appropriate. Any future amendments to the discounted estimated costs
will be accounted for within the relevant assets and depreciated over the remaining life of those assets to the
extent that the assets are still in use. As the costs are capitalised and initially provided on a discounted basis,
the provision will be increased by a financing charge in each future period, which will be calculated based on the
provision balance and discount rate applied at the last measurement date (updated annually) and included in
the income statement as a financing charge. In this way, the provision will equal the estimated disposal costs at
the end of the useful economic lives of the assets. The actual expenditure will be set against the provision as
obligations are met. The provision for asset retirement obligations is included within current or non-current
provisions as appropriate on the balance sheet.

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
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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
For the year ended 31 March 2024

2. ACCOUNTING POLICIES (continued)

Pensions and other post-retirement benefits (continued)

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 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.

Critical accounting judgements and key sources of estimation uncertainty

Management considers that their use of estimates, assumptions and judgements in the application of the
Company's accounting policies are inter-related and therefore discuss them together below; with the major
sources of estimation uncertainty and significant judgements separately identified.

Pensions and other post-employment benefits (Estimate and judgement)

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.

The Company has recognised an accounting surplus on the defined benefit pension scheme in line with the most
recent IAS 19 valuation on the basis of the Company’s assessment that it has the right to recover any remaining
surplus on the eventual winding up of the pension scheme. The expected method of recovery is anticipated to
be through a refund when the Scheme is eventually wound up following gradual settlement of the Scheme's

liabilities.

Management have reviewed the Scheme rules and made the judgement that the Company has the unconditional
right to any refund that might arise on the eventual settlement of the Scheme’s liabilities. In making this
judgement, the Company is of the view that no other party has the unilateral right to wind-up the Scheme or
amend the ultimate liabilities of the Scheme.

Asset retirement obligations (Estimate and judgement)

There is significant estimation required in determining the level of provision required for the disposal of creosote
treated wood poles. This includes estimating the disposal cost per pole, which will be determined via competitive
tender processes, the period over which poles will be disposed of which is dependent on pole condition and the
use of an appropriate discount rate. The period over which poles are disposed of is estimated based on estimated
useful economic life which could change significantly in the future as a result of operational plans, environmental

legislation or pole condition.

Fair value measurement (Judgement)

The measurement of the Group’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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NORTHERN IRELAND ELECTRICITY NETWORKS LIMITED
Notes to the Summary Regulatory Accounts
For the year ended 31 March 2024

2, ACCOUNTING POLICIES (continued)
Critical accounting judgements and key sources of estimation uncertainty (continued)
Other accounting judgements and sources of estimation uncertainty

The Summary Regulatory Accounts include other areas of judgement and accounting estimates which do not
meet the definition under IAS 1 of significant accounting estimates or critical judgements, but for which the
recognition and measurement of certain material assets and liabilities are based on assumptions or judgements
that are subject to longer-term uncertainties.

Unbilled debt (Estimate)
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 consumption is recognised
within trade receivables.

Useful economic lives (Estimate and judgement)

The measurement of Plant, Property & Equipment, Intangible assets and Right of Use assets requires a
degree of estimation and judgement, including the estimation of useful economic lives and residual values.
These items are estimated in accordance with the accounting policies of the Company and current UK-adopted
international accounting standards. In addition, the Company considers the implication of known or potential
changes in industry requirements and regulations — including the potential impact of climate change — when
assessing the useful economic lives of assets.
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