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Yorkslnre Electricity Group plc
Strateglc Report for the Year Ended 31 December 2018

i)

The diréétors present their their strateglc report for the year ended 31 December 2018 for Yorkslure Electrxclty
Group plc (the "Company").

Mo —

BUSINESS REVIEW
The Company is part of the Northern Powergrid Holdings Company group of companies (the “Northern Powergrid
Group™) and acts as an investment company, maintaining its investments in Yorkshire Power Finance Limited and
Northern Powergrid (Yorkshire) plc ("NPg Yorkshire").

The profit after tax for the financial year ended 31 December 2018 was £37.2 million (2017: £35.4 million). The
favourable variance was mainly due to a higher interim dividend of £31.2 million from NPg Yorkshire (2017: £29.8
million) and an interim dividend of £0.1 million from Yorkshire Power Finance Limited (2017: £nil).

KEY PERFORMANCE INDICATORS -
The directors manage the Company's operations on a group basis. The development, performance and position of the
Northern Powergrid Group, which include those of the Company, are discussed in the annual report and financial

statements of Northern Powergrid Holdings Company.

PRINCIPAL RISKS AND UNCERTAINTIES

The principal risks and uncertainties of the Company are integrated with the principal risks of the Northern

Powergrid Group and are not managed separately. Accordingly, the principal risks and uncertainties, which include
those of the Company, are discussed in the annual report and financial statements of Northern Powergrid Holdings

Company.

Approved by the Board on 15 April 2019 and signed on its behalf by:

Y TNy

P A Jones
Director
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Yorkshire Electricity Group plc
Directors' Report for the Year Ended 31 December 2018

The directors present their report with the audited financial statements of the Company for the year ended 31
December 2018, )

Dividends
During the year, interim dividends of £198.0 million were paid (2017: £23.0 million). The directors recommend that

no final dividend be paid in respect of the year (2017: £nil).

Directors of the Company
The directors shown below have held office during the year from 1 January 2018 and up to the date of signing:

T E Fielden

J M France (resigned 5 April 2018)
T H France .

P A Jones

During and as at the end of the year, none of the directors had any interest in any contract which was significant in
relation to the business of the Company.

During the year an indemnity contained in the Company's Articles of Association was in force for the benefit of the
directors of the Company and as directors of associated companies, which was a qualifying third party indemnity
provision for the purposes of the Comipanies Act 2006.

Future developments and future outlook
There have been no significant events since the year end. The Company will continue to act as an investment

company. There are no plans to change the existing business model.

Financial risk management )
Details of financial risks are covered in note 16, within the notes to the financial statenients.

Brexit

The Brexit negogiations are not considered a principal risk to the Company.

CORPORATE GOVERNANCE STATEMENT

The directors have elected to apply the exception set out in Section 1B.1.6R of the Disclosure and Transparency
Rules (“DTR”).

Audit committee
The board of Northern Powergrid Holdings Company has established an audit committee for the Northern
Powergrid Group under delegated terms of reference which carries out the functions required by DTR 7.1.3 R.

Committee members:
* J Reynolds - Non-executive Director - Northern Powergrid Holdings Company (Chairman)

* T E Fielden - Finance Director
* M Knowles - Indépendent member - Northern Powergrid Holdings Company (appointed 17 July 2018)
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Yorkshire Electrlclty Group ple

_ Directors' Report for the Year Ended 31 December 2018 ( contmued) — 7 o

STATEMENT OF DIRECI‘ ORS' RESPONSIBILITIES o
The dircctors are responsnble for preparing g the Strateglc Reporg the Duectors Report and the ﬁnanmal statements in __

accordance wnth apphcable faw and regulatlons

' Company law requires the directors fo prepare fi nanclal statements for each fmzmclal year. Under that law the

dircctors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards ("IFRS") as adopted by the European Union. Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the Company
and of the profit or loss of the Company for that period.

In preparing these financial statements, International Accounting Standard 1 requires the directors to:
» Properly sclcet and apply accounting policies;

+  Present information, including accounting policies, in a manner that pnovndes relevant, rehable comparable and
understandable information;

- Provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the Company's
financial position and financial performance; and

» Make an assessment of the Company's ability to continue as a going concern.
pany g

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transdctions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

Going Concern

The financial statements have been prepared on the going concern basis which takes into account that the
Company's wholly-owned subsidiary, NPg Yorkshire, is a stable electricity distribution business operating an
essential public service, regulated by the Gas and Electricity Markets Authority. In addition, the Company has
access to short-term borrowing facilities made available by other companies in the Northern Powergrid Group.
There is no uncertainty in the financial statements that would affect the director's judgements. Accordingly the
directors continue to prepare the accounts on the going concern basis.

Statement as to disclosure of information to auditor
Each of the directors, who is a director of the Company as at the date of this report, confirms that:
» so far as he is aware, there is no relevant audit information of which the Company's auditor is unaware; and

« he has taken all the steps he ought to have taken as a director in order to make himself aware of any relevant
audit information and to establish that the auditor is aware of that information.

This confirmation is given and should beé interprcted in accordance with the provisions of Section 418 of the
Companies Act 2006.

Page 4




Yorksire Electricity Group plc ) v
Directors' Report for the Year Ended 31 December 2018 (continued)

Reappointient of auditor o N
Deloitte LLP will contine in office in accordance with the provisions in Section 487 of the Companies Act 2006
and has indicated its willingness to do $a. o

Approved by the Board on 15 April 2019 and signed on its behaif by:

P A Jones : .

Diréctor
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Yorkshire Electricity Group-plc - -
Irdependent Auditor's Report to the Members of Yorkshlre Electricity Group ple )

Report on the audit of the financial statements

PR - .l « i . RO

In our opinion the ﬁnanclal statements of Yorkshn‘e Electnclty Group ple (the company')

« give a true and fair view of the state of the company's affairs as at 31 December 2018 and of its profit for the
year then ended; .

* have been properly prepared in accordance with International Financial Reportmg Standards (IFRS) as adopted
by the Buropean Union; and

« have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
* the statement of profit or loss;

the statement of comprehensive income;’

the statement of financial position;

the statement of changes in equity;

the statement of cash flows; and
« the related notes 1 to 21

The financial reporting framework that has been applied in thelr preparatlon is applicable law and IFRS as adopted
by the European Union.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of
the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements 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 wc have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:

+ the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

« the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters.
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Yorkshire Electricity Group plc .
Independent Auditor's Report to the Members of Yorkshire Electricity Group plc

(continued)

Other information

The directors are responsible for the other information. The other information comprises the information included in
the Strategic Report and Directors' Report, other than the financial statements and our auditor’s report thereon, Our
opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in out report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact. _ .

We have nothing to report in this respect of these matters.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as
the directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, 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.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from

material misstatement, whether due to fraud or error, ard 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 matefial 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 financial statements. '

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Report on other legal and regulatory requirements

Opinion on' ather matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

+ the information given in the strategic report and the directors’ réport for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

« the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

TIn the light of our knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the strategic report or the director's report.
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Yorkshire Electricity Group plc ’
Indépéndent Auditor's Report to the Members of Yorkshlre Electrlcity Group plc
(contmued) a

Under the Compames Act 2006 we are requu'ed to report in respect of the followmg matters :f in our opinion; _.  ___..

L adequate accounting records have not been kepl, or returns adequate for our audit have not’ been received from
‘branches not visited by us; or . ~

+ 'the financial statements are not in agreement wnh the accounting records and retums, or
« certain disclosures of dll‘CC_lOl'S remu_neratlon specified by law are not made, or
+  we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required-to state to them in an auditor’s report 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 company’s
meémbers as a body, for our audit work, for this report, or for the opinions we have formed.

o ot

Paul Hewitson FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

Neéwecastle upon Tyne

United Kingdom

26 April 2019
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‘Yorkshire Electricity Group plc
Statement of Profit or Loss for the Year Ended 31 December 2018

2018 - 2017
Note £ 000 £000
Revenue 4 659 610
Administrative expenses 7 R )]
‘Operating profit ) 652 603
Finance costs 5 @171 . . (3,023)
Finance income,_ ' 5 42,158 39,179
Profit before tax 38,639 36,759
Iricome tax expenseé 8 (1,391) . _(1,340)
Profit for the year 37,48 . 35419

The notes on pages 14 t6 34 form an integral part of these financial statements.
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*f
Yorkshire Electricity Group ple _ —_—
B Statement of Comprehensnve Income for the Year Ended 31 December 2918 o —_
~ T = 2008 2017
£000 £000
" Profit for the year R L3 35419
Total comprehensive income for the year - o 37,248 35,419

The notes on pages 14 to 34 form an integral part of these financial statements.
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Yorkshire Eléectricity Group ple
(Registration number: 02366995) 4
Statement of Financial Position as at 31 December 2018

Note
Assets
Non-current asséts )
Investments in subsidiaties, joint ventirés and associates [0
Trade and other récéivables

Current asséts
Trade and other receivables 11
Cash and cash equivalents i2

Total assets

Equity and liabilities

Equity

Share capital i3
Share premiuin

Capital redemption reserve

Retained earnings

Total equity

Non-current liabilities

Loans and borrowings . . 15
Current liabilities

Loans and borrowings o 15
Income tax liability

Total liabilities

Total equity and liabilities

31 Décember

31 December

2018 2017
£000 £000 -
290,200 290,200
- 100,000
290,200 390,200
49,837 44,457
76,863 142,987
126,700 187,444
416,900 571,644
(108,594) (108,594)
- (72 (72)
(245,991) . (406,743)
(365,750) (526,502)
(50,000) (50,000)
(340) .(340)
(810) (802)
(1,150) (1,142)
. (51,150) {(51,142)
(416,900) (577,644)

Approved by the Board of Directors on 15 April 2019 and signed o its behalf by:

Y

P A Jones
Director

Thé notes on pages 14 o 34 form an integral part of thése financial statements.

‘Page 11




The notes ot pages 14 to 34 form an integral part of these financial statements.
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Yorkshire Electricity Group plc

Statement of Cash Flows for the Year Ended 31 December 2018

Cash flows used in operating activities

Profit for the year

Adjustments ‘to cash flows from non-cash items

Finance income.

Finance costs

Income tax expense

Cash generated from opérations

Income taxes paid

Net ¢ash flow uised if operating activities
Cash flows from investing activities
Triterest received

Dividénd income

Loans to related parties

‘Net cash flows from investing activities
‘Cash flows used in financing activities
Interest paid

Dividends paid

“Transfer of intercompany loans

Net cash flows used in financing activities

Net (decrease)/inﬂeé;s‘e in cash and cash equiyalents

Cash and cash equivalents at | January

Cash and cash equivalents at 31 December

The notes on pages 14 to 34 form an integral part of these financial statéments.

2018 2017

Note £000 £000
37,248 35,419

5 (42,158) (39,179)
5 4,171 3,023
8 1,391 1,340
652 603

8 (1,383) . (1,457)
(731) (854)

-5 10,839 9,379
5 31,319 29,800
_ (5:409) _(1,733)

36,749 31,446

5 (4,142) (3,038)
16 (198,000) (23,000)
100,000 -

(102,142) (26,038)

(66,124) 4,554

142,987 138,433

76,863 142,987
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1 Genera) information

Yorkshire Electricity Group plc ' o
Notes to the Fmancnal Statements for the Year Ended 31 December 2018

The Company isa pubhc company limited by share capital, mcorporated and domncnled in England and Wales and i is
part ot the'Northern'Powergiid Holdmgs Company group of companies (the "Northern Powergrid Group").

The address of its registered office is Lloyds Court, 78 Grey Street, Newcastle upon Tyne, NEI 6AF.

2 Accounting policies

Statement of compliance
The Company's financial statements have been prepared in accordance with International Financial Reporting
Standards and its interpretations adopted by the EU (“adopted IFRS's").

Summary of significant accounting policies and key ncconnting estimates
The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.’

Basis of preparation
The financial statements have been prepared in accordance with adopted IFRSs and under historical cost accounting
rules.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates, It also requires management to exercise its judgement in the process of applying the Company's
accounting policies.

The Company is exempt from preparing group financial statements as it is a wholly owned subsidiary of a parent
undertaking preparing group financial statements, Further details of the registered address and parent company are
available in note 21. Further details on the Company's accounting policies in relation to investments are available on
page 16.

The nature of the Company's business model, strategic objectives, operations and activities are set out in the
Strategic Report.

Going concern

The financial statements have been prepared on the going concern basis which takes into account that the
Company's wholly-owned subsidiary, NPg Yorkshire, is a stable electricity distribution business operating an
essential public service, regulated by the Gas and Electricity Markets Authority. In addition, the Company has
access to short-term borrowing facilities made available by other companies in the Northern Powergrid Group.
There is no uncertainty in the financial statements that would affect the director's judgements. Accordingly the
directors continue to prepare the accounts on the going concern basis.

Changes in accounting policy

New standards, interpretations and amendments effective
The following have been applied for the first time from | January 2018 and have had an effect on the financial
statements:
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Yorkshire Electricity Group plec
Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Accounting policies (continued)

IFRS 9 - Financial Instruments

A revised version of IFRS 9, Financial Instruments, was issued in July 2014 mainly to include: a) impairment
requirements for financial assets; and b) limited amendments to the classification and measurement requirements by
introducing a 'fair value through other comprehensive income' ("FVTOCI") measurement category for certain simple
debt instruments. IFRS 9 has not had a material impact on amounts reported in respect of the Company's financial
assets and financial liabilities.

IFRS 15 - Revenue from contracts with customers
In May 2014, IFRS 15, Revenue from Contracts with Customers, was issued which establishes a single

comprehensive model for entities to use in accounting for revenue arising from contracts with customers. IFRS 15
will supersede the current revenue recognition guidance mcludmg IAS 11 Construction Contracts, IAS 18 Revenue
and the related interpretations. The core prmclple of IFRS 15 is that an entity should recognise revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. Under IFRS 15, an entity recognises revenue when (or
.as) a performance obligation is satisfied. Far more prescriptive guidance has been added in IFRS 15 to deal with

specific scenarios. Furthermore, extensive disclosures are required by IFRS 15, The apphcanon of IFRS 15 has not
had a material impact on the Company's financial statements.

None of the other standards, interpretations and amendments effective for the first time from | January 2018 have
had a material effect on the financial statements.

New standards, interpretations and amendments not yet effective
The following newly issued but not yet effective standards, interpretations and amendments, which have not been
applied in these financial statements, will or may have an effect on the Company's financial statements in future:

IFRS 16 - Leases (1 January 2019)
IFRS 16 introduces a comprehensive model for the identification of lease arrangements and accounting treatments

for both lessors and lessees. IFRS 16 will supersede the current lease guidance including IAS 17 Leases and the
related interpretations when it becomes effective. IFRS 16 distinguishes between leases and service contracts on the
basis of whether an identified asset is controlled by a customer. Distinctions between operating leases and finance
leases are removed for lessee accounting, and are replaced by a model where right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees except for short term leases and leases of low-value assets. As
of 31 December 2018, the Company has no non-cancellable operating leases.

None of the other standards, interpretations and amendments which are effective for periods beginning after 1
January 2018 and which have not been adopted early, are expected to have a material effect on the financial

statements.
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Yorkshire Electricity Group plec —
' Notes to the Fmanclal Statements for the Year Ended 31 December 2018 (contmued)

25 ‘Accounting policies (continued)

Revenue recognition - e

" Revenue, which arises wholly in the United Kingdom, relates to an income stream in respect of the ownership of

telecommumcatlon assets. Applicable rental income regarding telecommunication masts is mmally accounted for in
the financial statements of Northern Powergrid (Yorkshire) plo along with their own masts but is transferred at the
end of each quarter to the Company

Dividend income from investments is recognised when the shareholders' rights to receive payment have been
estabhshed

.

Finance income and costs policy -
All borrowing costs are recognised in profit or loss in the period which they are incuried.

Tax

The tax expense for the period comprises current tax. Tax is recognised in profit or loss, except that a change
attributable to an item of income or expense recognised as other comprehensive income is also recognised directly in
other comprehensive income.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the Company operates and generates taxable
income.

Property, plant and equipment
Property, plant and equipment is stated in the statement of financial position at cost, less any subsequent
accumulated depreciation and subsequent accumulated impairment losses.

Depreciation
Depreciation is charged so as to write off the cost of the assets to their residual values over their estimated useful
lives of 10 years on a straight-line basis.

Investments
Investments in securities are classified on initial recognition as available-for-sale and are carried at fair value, except
where their fair value cannot be measured reliably, in which case they are carried at cost, less any impairment.

Unrealised holding gains and losses other than impairments are recognised in other comprehensive income. On
maturity or disposal, net gains and losses previously deferred in accumulated other comprehensive income are
recognised in income.

Interest income on debt securities, where applicable, is recognised in income using the effective interest method.
Dividends on equity securities are recognised in income when receivable.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

Page 16
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Y orkshire E'lecti'_icjity Group ple )
Notes to the Financial Statements for the Year Ended 31 December 2018 (¢continued)

2 Accounting policies (¢ontinved)

Trade receivables )

Trade receivables are amounts due from customers for nierchandise sold or services performed in the ordinary
course of ‘business. If collection is expgcted in one year or less (or in the normal opérating cycle of the business if
longer), they ate classified as current assets. If not, they aré px esented as non-current assets.

Trade receivables are recogmsed initially at the transaction price. They aie subsequently measured at amortised cost
using the éffective interest method, less provision for impairment. ‘A provision for the impairment of tradé
receivables is established wher there is objective evidence that the Company will not be able to collect all amounts
due dccording to the original terms of the feceivables.

Borrowings

All ‘borrowings are nitially recorded at-the arount of proceeds received, net of transaction costs. ‘Borrowings are
subséquently carried at amortised cost, with the diffefence between the proceeds, net of transaction costs, arid the
amount due on redempfion being récognised .as a charge to the income stateinent over the period of the relevant

borrowing,
Interest expeiisé is:recognised on the basis of the effective interest method and is included in finance costs.

Borrowings are classifiéd as curient liabilities unless the Coinpatiy has an unconditional right to defer settlement 6f
the liability for at least 12 months after the reporting dafe.

Share capital

Ordinary shares are classifiéd as equity. Equity instruments are meagured at the fair value of the cash or other
résouifces received or-receivable, net of the direct costs of i 1ssumg the equity instruments. Tf paymient is deferred and
the time value of money is material, the initial measurement is on a present value basis, )

Dividends

Dividend distfibution to the Companys shareholders is recognised as a liability in the Company’s finangial
statemients in the period in which the dividends are approved by the Company’s shareholdérs.
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Financial instruments

Yorkshire Electricity Group ple ) T ) —
‘Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Accounting policies (continucd)

[T

— R - - . m ——

Initial recognition . )
Financial assets and financial liabilities comprise all assets and liabilities reflected in the statement of financial
position, although excluding property, plant and equipment, investment properties, intangible assets, deferred tax
assets, prepayments, deferred tax liabilities and employee benefits plan.

The Company recognises financial assets and financial liabilities in the statement of financial position when, and
only when, the Company becomes party to the contractual provisions of the financial instrument.

Financial assets are initially recognised at fair value. Financial liabilities are initially recognised at fair value,
representing the proceeds received net of premiums, discounts and transaction costs that are directly attributable to
the financial liability.

All regular way purchases and sales of financial assets and financial liabilities classified as fair value through profit
or loss (FVTPL) are recognised on the trade date, i.e. the date on which the Company commits to purchase or sell
the financial assets or financial liabilities. All regular way purchases and sales of other financial assets and financial
liabilities are recognised on the settlement date, i.e. the date on which the asset or liability is received from or
delivered to the counterparty. Regular way purchases or sales are purchases or sales of financial assets that require
delivery within the time frame generally established by regulation or convention in the market place.

Subsequent to initial measurement, financial assets and financial liabilities are measured at either amortised cost or
fair value.

Classification and measurement
Financial instruments are classified at inception into one of the following categories, which then determine the
subsequent measurement methodology: ‘

Financial assets are classified into one of the following three categories:

- financial assets at amortised cost;

- financial assets at fair value through other comprehensive income (FVTOCI); or
- financial assets at fair value through the profit or loss (FVTPL).

Financial liabilities are classified into one of the following two categories:
- financial liabilities at amortised cost; or
- financial liabilities at fair value through the profit or loss (FVTPL).

The classification and the basis for measurement are subject to the Company’s business model for managing the
financial assets and the contractual cash flow characteristics of the financial assets, as detailed below:
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Yon kshire Electricity Group plc
Notes to the Financial Statements for the Year Ended 31 December 2018 (contmued)

2 Accounting policies (continued)

Financial assets at amortised cost
A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at

FVTPL:
« the assets are held within a business model whose objective is to hold assets in order to collect contractual cash

flows; and
- the contractual terms of the financial assets give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

If either of the above two criteria is not met, the financial assets are classified and measured at fair value through the
profit or loss (FVTPL),

If a financial asset meets the amortised cost criteria, the Company may choose to designate the financial asset at
FVTPL. Such an election is irrevocable and applicable only if the FVTPL classification significantly reduces a

measurement or recognition inconsistency.

Financial assets at fair value through other comprehensive income (FVTOCI)
A financial asset is measured at FVTOCI only if it meets both of the following conditions and is not designated as at

FVTPL:
- the asset is held within a business model whose objective is achieved by both collecting contractual cash flows and

selling financial assets; and
- the contractual terms of the financial assets give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

On initial recognition of an equity investments that is not held for trading, the Company may irrevocably elect to
present subsequent changes in fair value in OCI. This election is made on an investment-by-investment basis.

If an equity investment is designated as FVTOCI, all gains and losses, except for dividend income, are recognised in
other comprehensive income and are not subsequently included in the statement of income.

Financial assets at fair value through the profit or loss (FYTPL)
Financial assets not otherwise classified above are classified and measured as FVTPL.

Financial liabilities at amortised cost
All financial ligbilities, other than those classified as financial liabilities at FVTPL, are measured at amontised cost

using the effective interest rate method.

Financial liabilities at fair value through the profit or loss
Financial liabilities not measured at amortised cost are classified and measured at FVTPL. This classification

includes derivative liabilities.
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Notes to ‘the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Accounting policies (continued)

Derecognition

. — - e . PR

) Financial assets . - -

The Company derecognises a financial asset when: !

- the contractual rights to the cash flows from the financial asset expire;

- it transfers the right to receive the contractual cash flows in a transaction in which substantially all of the risks and
rewards of ownership of the financial asset are transferred; or

- the Company neither transfers nor retains substantially all of the risks and rewards of ownership and it does not
retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset and the sum_of the
consideration received is recognised as a gain or loss in the profit or loss.

Any cumulative gain or loss recognised in OCT in respect of equity investment securities designated as FVTOCI is
not recognised in profit or loss on derecognition of such securities. Any interest in transferred financial assets that
qualify for derecognition that is created or retained by the Campany is recognised as a separate asset or liability.

The Company enters into transactions whereby it transfers assets recognised on its statement of financial position,
but retains either all or substantially all of risks and rewards of the transferred assets or a portion of then. In such
cases, the transferred assets are not derecognised.

When the Company derecognises transferred financial assets in their entirety, but has continuing involvement in
them then the entity should disclose for each type of continuing involvement at the reporting date:

(a) The carrying amount of the assets and liabilities that are recognised in the entity’s statement of financial position
and represent the entity’s continuing involvement in the derecognised financial assets, and the line items in which
those assets and liabilities are recognised;

(b) The fair value of the assets and liabilities that represent the entity’s continuing involvement in the derecognised
financial assets;

(c) The amount that best represents the entity’s maximum exposure to loss from its continuing involvement in the
derecognised financial assets, and how the maximum exposure to loss is determined; and

(d) The undiscounted cash outflows that would or may be required to repurchase the derecognised financial assets or
other amounts payable to the transferee for the transferred assets.

Financial liabilities
The Company derecognises a financial liability when its contractual obligations are discharged, cancelled, or expire.
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Accounting policies (continued)

Maodification of financial assets and financial liabilities

Financial assets

If the terms of a financial asset are modified, the Company evaluates whether the cash flows of the modified asset
are substantially different. If the cash flows are substantially different, then the contractual rights to the cash flows
from the original financial asset are deemed to expire. In this case the original financial asset is derecognised and a
new financial asset is recognised at either amortised cost or fair value.

If the cash flows are not substantially different, then the modification does not result in derecognition of the
financial asset. In this case, the Company recalculates the gross carrying amount of the financial asset and
recognises the amount arising from adjusting the gross carrying amount as a modification gain or loss in the
statement of income. :

Financial liabilities
If the terms of a financial liabilities are modified, the Company evaluates whether the cash flows of the modified

asset are substantially different. If the cash flows are substantially different, then the contractual obligations from the
cash flows from the original financial liabilities are deemed to expire. In this case the original financial liabilities are
derecognised and new financial liabilities are recognised at either amortised cost or fair value.

If the cash flows are not substantially different, then the modification does not result in derecognition of the
financial liabilities. In this case, the Company recalculates the gross carrying amount of the financial liabilities and
recognises the amount arising from adjusting the gtoss carrying amount as a modification gain or loss in the
statement of income.

Accounting estimates and assumptions
The preparation of the financial statements requires management to make estimates and assumptions that affect the
reported amounts of certain financial assets, liabilities, income and expenses.

The use of estimates and assumptions is principally limited to the determination of provisions for impairment and
the valuation of financial instruments as explained in more detail below:

Provisions for impairment

In determining impairment of financial assets, judgement is required in the estimation of the amount and timing of
future cash flows as well as an assessment of whether the credit risk on the financial asset has increased significantly
since initial recognition and incorporation of forward-looking information in the measurement of ECL.

Fair value of financial assets and liabilities

Where the fair value of financial assets and liabilities cannot be derived from active markets, they are determined
using a variety of valuation techniques that include the use of mathematical models. The input to these models is
derived from observable markets where available, but where this is not feasible, a degree of judgement is required in
determining assumptions used in the models. Changes in assumptions used in the models could affect the reported

fair value of financial assets and liabilities.
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Notcs to the Financial Statements for the Year Ended 31 December 2018 (contmued)

s

3 Crltleal accounting Judgements and key sources of estlmatlon gncemlnty '

In the pteparatlon of financial statements in conformlty ‘with IFRS the dlrectors did not ldentlfy any critical
accounting judgements or key assumptions concerning the future and other key sources of estimation uncemunty at
the end of the reporting period that may have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

4 Revenue

The analysis of the Company's revenue for the year from continuing operations is as follows:

Rental income from telecommunication assets

5 Finance income and costs

Finance income

Interest income on bank deposits

Dividend income

Interest receivable on Inter Company Loans

Total finance income

Finance costs
Interest on bank overdrafts and borrowings
Interest paid to group undertakings

Total finance costs

Net finance income

6 Employees and directors

2018 2017
£000 £000
659 610
2018 2017
£000 £ 000
17 80
31,319 29,800
10,822 9,299
42,158 39,179
- ¢))
(4,171) (3,022)
(4,171) (3,023)
37,987 36,156

No directors’ or key personnel remuneration was charged for the year (2017: £nil). There were no employees during

the year (2017: £nil).

Al 31 December 2018 no directors accrued benefits under a defined benefit scheme (2017: one).
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Notes to the Financial Statéments for the Year Ended 31 December 2018 (contiriued)

7 Auditor's remuneration

2018 2017
£000 £000
Audit of the financial statements 7 7
8 Income tax
Tax charged in the income statement
2018 2017
£000 £000
Current taxation
UK corporation tax 1,391 1,340

The tax on profit before tax for the year is the same as the standard rate of corporation tax in the UK (2017 - the

same as thé standard rate of cbfpo"rat_ién tax in the UK) of 19% (2017 - 19.25%).

The differences are réconciled below:

2018 2017
£000 £ 000
Profit before tax . 38,639 36,759 .
Corporation tax at standard rate 7,341 7,076
Increase in current tax from adjustment for prior periods 1 -
Decrease from effect dividends from UK companies (5,951) (5,736)
1,391 1,340

Total tax charge

Finance Act No.2 2015 included provisions to reduce the corporation tax from 20% to 19% with effect from 1 April
2017 aiid Finance Act 2016 introduced a further reduction in the main rate of corporation tax to 17% from 1 April

2020.

Deferred Taxation

The Company has no deductible temporary differences, unused tax losses nor unused tax credits for which no

deferred tax asset is<recogniscd in the Statement of Financial Position.
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Notes to the Fmanclal Statements for the Year Ended 31 December 2018 (contmued)

9 Propcrty, plant and equlpment

L

qunf and
machinery
£000
Cost or valuation _
At | January 2017 : ' ' o 300
At 31 December 2017 . » : .. 300
Atl January 2018 ' ‘ , , 300
At 31 December 2018 . : , ... 300
Dépreciation ' _ o o
At 1 January 2017 ' 300
At 31 December 2017 ' . ’ 300
At | January 2018 : - _ 300
At 31 December 2018 - 300
Carrying amount ‘

At 31 December 2017 -
At 31 December 2018 - -

Fully depreciated property, plant and equipment
The gross carrying amount of fully depreciated property, plant and equipment is as follows:

31 31
December December
2018 2017
£000 £ 000

Radio mast asset 300 300
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Yorkshire Electricity Group plc
Notes to the Financial Statements for the Year Ended 31 December 2018 (contmued)

10 Investments

Subsidiaries and associates . £000
Cost or valuation o
At 1 January 2017 : _ ?90,200 )
At 31 December 2017 . 290,200
At 1 January 2018 _ 290,200
At31 December 2018 ' 290,200
Carrying amount .

At 31 December 2018 v 29.(.)’200
At | January 2017 . 290,200

Détails of the investments of the Company as at 31 Decembei 2018 are as follows:

Proportion of ’
ownership interest

Name of subsidiary / . : - and voting rights
associate Principal activity .Registered office held
2018 2017

Northerit Poweigrid Distribution of Lldyds Court, 78 Grey Street, 100% 100%
(Yorkshire) pl¢ electricity .Newicastlé upon Tyhé, NE1

6AF

England and Wales
Yorkshire Power Finance  Finance company PO Box 309, Ugland House, 1% 1%
‘Limited ‘South Church Street, George

Town, Grand Cayman
Cayman Islands

Page 25




Yorkshire Electricity Group plc _

" Notes to the Financial Statements for the Year Ended 31 December 2018 (contmued)

10 Investments (continued)

The Company’s financial statements are separate financial statements in that it has elected not to prepare
consolidated financial statements, as entitled under IAS 27 and Section 400 of the Companies Act 2006 as it is
included in the consolidated accounts for a larger group with accounts drawn up to the same date. Northern
Powergrid Holdings Company, a company mcorporated in England and Wales and whose address is Lloyds Court,
78 Grey Street, Newcastle upon Tyne, NEI 6AF, is the entity where the consolidated accounts including those of the
Company are available for public view.

The Company’s investments listed above are accounted for at cost less provision for any impairment in value.
Investments are held in the form of ordinary shares.

There have been no movements in investments during the year.

11 Trade and other receivables
31 December 31 December

2018 2017
Current trade receivables £ 000 £000
Interest receivable from Group undertakings - 16
Amounts owed by Group undertakings 49,834 44,425
Accrued income 3 16
49,837 44,457

Non-current trade receivables
Amounts owed by Group undertakings - 100,000
49,837 144,457

Trade and receivables are caried at the lower of fair value and carrying amount, which the directors consider to be
substantially the same at the statement of financial position date as there is limited exposure risk for the book value
to be xmpalred The maximum exposure to risk to the Company is the book value of these receivables less any
provisions for impairment.

Amounts owed by Group undertakings of £49.8 million reflect amounts loaned to CalEnergy Gas (Holdings)
Limited, & company within the Northern Powergrid Group, repayable on demand and at the variable base interest
rate.

The £100.0 million loan to Northern Powergrid (Northeast) Limited was reassigned to eventually reside with
Northern Powergrid Holdings Company in December 2018.

Accrued income reflects accrued interest on short term deposits as reported in cash and cash equivalents on page 12
of these financial statements.

The liquidity risk, credit risk, and market risk associated with these borrowings, and the management thereof, is

covered in the Financial Risk Review section in note 19 of these financial statements, The maximum exposure to
risk to the Company is the book value of these loans.
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Notes to the Financial Statements for the Year Ended 31 December 2018 (contmued)

12 Cash and cash equivalents

31 December 31 December

2018 2017

£000 £000

Cash at bank (202) :
Short-term deposits -2 21,227
Other cash and cash equivalents . ) 77, 063 121,760
' 76,863 142,987

Cash and cash equivalents have a matuiity of less than three months, are readily convertible to cash and are subject
to an insignificant risk of changes in value. The carrying amount o6f these asséts approximates their fair value.
13 Share capital
Allotted, authorised, called up and fully paid shares
31 December 31 December

2018 2017
No. £ No. £

Ordinary Share Capital of 68 2/11p each 159,270,954 . 108,593,832 159,270,954 108,593,832

The Conipany has one class of ordinary shares which carries no right to fixed income.

14 Reserves

_ Capital

redéemption Retained

reserve earnings

£000 " £000

At | January 2018 72 406,743
Profit for the year : - 37,248
Total comprehensive income - 37,248
Dividends ; - (198,000)
At 31 December 2018 72 245,991
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continucd) - -

14 Reserves (continued)

Capital

redemption Retained

reserve earnings

£000 £ 000

At | January 2017 72 394,324
Profit for the year - 35,419
Total comprehensive income - 35,419
Dividends - (23,000)
At 31 December 2017 72 406,743

15 Loans and borrowings

31 December

31 December

2018 2017
£000 £000
Non-current borrowings
Other borrowings 50,000 50,000
Current borrowings
Bank borrowings 340 340
50,340 50,340
Book value Fair value
31 December 31 December 31 December 31 December
2018 2017 2018 2017
£000 £000 £ 000 £000
2026 - Northern Powergrid Limited 3.6% - 50,340 - 55,766
2026 - Northern Powergrid Holdings
Company 3.6% 50,340 - 54,462 -
50,340 50,340 54,462 55,766
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15 Loans and borrowings (continued)

The fair valuation of the borrowings is based on Level 3 irputs. ‘The directors' estimates of the fair value: of these
internal borrowmgs are detertiined in accordance with generally accepted pricing models based on discounted cash
flow analys:s using prices from observable current market transactions or dealei quotes for similai instrumeiits.
There has béen no change in valuation technique in the current year.

The fair value of short-term borrowings is equal to théir book value. All loans are non-secured and ‘ar-e denominated
in sterling,

At 31 Decerber 2018, the Company had no uridrawn committed borrowing facilities.
Tnterest on the fixed interést raté Joan above exposes the Cotripany to fair value intérest rate risk.

The liquidity risk; credit risk, and market risk associated with these borrowings, and the management thereof, is
‘covered within Finincial Risk Review in note 19 of these financial statemierits.

16 Dividends
31 December -31 December
" 2018 2017
£000 £000
Interim dividend of 124.3p'(2017 - 14.4p) per ordinary share 198,000 23,000

17 Reconciliation of liabilities arising from financing activities

There has been no charige in the opening and closing valies of long and short term bonnwnngs regardmg the £50
million loan from Northern Powergrid Holdmgs Company and accrued interest thereon at 31 Decembér of the
respective yedrs. The only change that did océur in December 2018 was thé reassignment of the loan from Northern
Powergrid Limited to'Northern Powergrid Holdings Company.
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Notes to the Financial Statements for the Year Ended 31 December 2018 (contmued)

18 Classification of financial and non;f nancial assets and financial and non-financial liabilities

The classification of financial assets and financial liabilities by accounting categonsatlon for the penod ending 31

.. December 2018 was as follows: . — -
. Financial )
_ Financial assets & Financial Non-financial
assets at liabilities at liabilities at assets &
amortised cost FVTPL amortised cost liabilities
£000 £000 - £000 £000
Assets
Non-current assets
Investments in subsidiaries, joint
ventures and associates - 290,200 - -
Current assets
Trade and other receivables 49,837 - - .
Cash and cash equivalents 77,065 - (202) -
126,902 - (202) -
Total assets 126,902 290,200 (202) -
Liabilities
Non-current liabilities
Loans and borrowings - - (50,000) -
Current liabilities
Loans and borrowings - - (340) -
Income tax liability - - - (810)
. - (340) (810
Total liabilities - - (50,340) (810)
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

18 Classification of financial and non-financial assets and financial and non-financial liabilities (continued)

The classification of financial assets and financial liabilitiés by acéounting categotisation for the period ending 31
Décember 2017 was as follows: ’

Financial '
Financial assets & Financial Non-financial
assets at liabilities at liabilities at assets &
amortised cost FYTPL amortised cost liabilities
£000 £000 £000 £ 000
Assets ’ '
Non-current assets
nivestments in subsidiaries, joint
ventures and associates - 290,200 - -
Trade and other receivables 100,000 . .. . - - .
100,000 290,200 ) - ] -
Current assets
Trade and other receivables 44 457 - - .
Cash and cash equivalents i 142,987 - - -
187,444 - | -
Total assets 287,444 290200 - -
Liabilities
Non-current liabilities
Lodns and borrowings - " (50,000) e
Current ligbilities
Loans and borrowings - - - ('340) -
Income tax liability , - - - (802)
' - - (340) (802)
Total liabilities - - (50,340) (802)

19 Financial risk review
This note presents information aboiit the Company’s ‘exposure to financial risks and the Company’s management of
capital.
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19 Financial risk review (continued) . . -

Capltal mnnngement :
The Northern Powergrid Group manages its capital centrally to ensure that entities in the Nonhem Powergrid Group

will be able to continue as going concerns while maximising the return to stakeholders through the optimisation of

the debt and equity balance. The Northern Powergrid Group’s overall strategy remains unchanged from 2017.

The capital structure of the Company consists of net debt (borrowings as detailed in note 15) offset by cash and cash
equivalents_(detailed in note 12) and equity of the Company (comprising issued capital, reserves and retained
earnings as detailed in note 13 and in the statement of financial position on page 11). The Company has no
externally imposed capital requirements.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to '

the Company. The Company has adopted a policy of only dealing with creditworthy counterparties. The Company's
exposure and the credit ratings of its counterparties are continuously monitored and the aggregate value of
transactions concluded is spread amongst approved counterparties. The carrying amount of financial assets recorded
in the financial statements, which is net of impairment losses, represents the Company's maximum exposure to
credit risk as no collateral or other credit enhancements are held.

There is no expected credit loss as the receivables are with a related party, CalEnergy Gas (Holdings) Limited, a
company within the Northern Powergrid Group.

Liquidity risk

Ultimate responsibility of liquidity risk management rests with the board of directors, which has established an
appropriate liquidity risk management framework for the management of the Company's short, medium, and
long-term funding and liquidity management requirements. The Company manages liquidity by maintaining
adequate reserves, banking facilities and reserve borrowing facilities, by continuously monitoring forecast and actual
cash flows, and by matching the maturity profiles of financial assets and liabilities.

Maturity analysis for financial liabilities and financial assets
The following tables set out the remaining contractual maturities of the Company’s financial assets and financial
liabilities by type.

I months -1 More than 5
2018 Total outflow year 1-5 years years
Non-derivative liabilities £000 £000 £000 £000
Fixed interest rate liabilities 64,400 1,800 7,200 55,400

3 months - 1 Monre than S
2017 Total outflow year 1-5 years years
Non-derivative liabilities £000 £000 £000 £000
Fixed interest rate liabilities 66,200 1,800 7,200 57,200
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. 19 Finangial risk review (continued)

‘Market risk
The Company's activities do not expose it to significant financial risks of changes in foregin currency exchange rates
and interest rates. Materially all income and expenses are denominated in pound sterling. All loans are at fixed

interest rates and éxpose the Company to fair value interest rite risk.

20 Related party transactions

Summary of transactions with joint ventures

Vehicle Lease and Service Limited (VLS) is a joint venture of Northern Electric plc and provides vehicle fleet and
servicing for other members of the Northern Powergn id Group. As the Company provides the intercompany treasury
function foi the Northern Powergrid Group, in the past liabilities owed to VLS have been transferréd to jt
mtermttently In 2018 VLS moved to their own ledger and now Northern Powergrid businesses settle invoices via
bank paymients rather than through the intercompany account. The Coripany has no liability at the end of 2018 as
these have been settled.

Suinmary of transactions with other related parties
The Company provides the intercompany treasury account to the Northern Powel grid Group.

Loans to related parties )
Other related

parties
2018 £000
At start of period 266,201
Repaid (147,755)
Interest charged 2,371)

10,822
. 126,897

Interest recéived

At end of period
: Othenr related
A parties
2017 £000
At start of period 224,860
Advanced . 33,264
Interest charged ’ (1,222)
Interest received 9,299
At end of period 266,201
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. 20 Related party transactions (continued)

Loans from related parties
Other related

' - . parties
2018 £000 -
At start of period 50,340
Interest charged 1,800
Interest paid ’ (1,800)
At end of period 50,340
Other related
. parties
2017 £ 000
At start of period 50,340
Interest charged 1,800
Interest paid . . (1,800)

At end of period 50,340

Details of loans to related parties
Loans to related parties are detailed in the trade and other receivables note 11 and cash and cash equivalents note 12.

Details of loans from related parties
Loans from related parties are disclosed in more detail in the loans and botrowing note.

21 Parent and ultimate parent undertaking

The Company's immediate parent is Yorlshire Power Group Limited.

The ultimate parent and controlling party is Berkshire Hathaway, Inc. These financial statements are available upon
request from 3555 Farnam Street, Omaha, Nebraska 68131.

Relationship between entity and parents

The parent of the largest group in which these financial statements are consolidated is Berkshire Hathaway, Inc,
incorporated in United States.

The address of Berkshire Hathaway, Inc is 3555 Farnam Street, Omaha, Nebraska 68131.

The parent of the smallest group in which these financial statements are consolidated is Northern Powergrid
Holdings Company, incorporaled in United Kingdom.

The address of Northern Powergrid Holdings Company and location where the Northern Powergrid Group financial
statements can be obtained is Lloyds Court, 78 Grey Street, Newcastle upon Tyne, NE1 GAF.
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