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The Electricity Network Company Limited

Strategic Report for the Year Ended 31 December 2021

The Directors present their Strategic Report, annual report and audited financial statements for the year
ended 31 December 2021. The Directors, in preparing this Strategic Report, have complied with s414c of the
Companies Act, 2006.

Principal activity

The principal activity of the Company is the adoption, operation and maintenance of electricity networks
which supply housing and industrial developments throughout England, Wales and Scotland. The Company is
licensed by OFGEM to operate in the public electricity supply sector as an Independent Distribution Network
Operator (IDNO). !

Fair review of the business
The profit for the year, after taxation, amounted to £6,096,185 (2020: profit-of £6,125,939). At the year-end
the Company had net assets of £59,125,742 (2020: net assets of £56,029,557).

The Company operates as part of the BUUK Infrastructure Group (‘BUUK', the 'Group') and the Directors of the
Group do not consider individual entities in the Group to have individual key performance indicators (KPis).
The Group's results are considered as a whole, and details of the performance can be found in the
consolidated group financial statements prepared by the Directors of BUUK infrastructure No 2 Limited.

In preparing the financial statements the Directors have. followed the cost model for accounting for
infrastructure assets. In the Directors’ opinion the fair value of those infrastructure assets, which is an
approximation for the replacement cost to purchase them, would be £446,223,084 at 31 December 2021.

Principal risks and uncertainties

The Company is part of the BUUK Infrastructure Group, owned by BUUK Infrastructure (Jersey) Limited. The
principal risks and uncertainties facing the Group and the entity are:

Regulatory

The Group operates in stable and transparent regulated utility markets in the UK. The Group- is not aware of
‘any proposed changes impacting the existing regulatory frameworks in which it operates. Any such change
could have either a positive or negative impact on our future business prospects.

Health, Safety and Environmental

The Group operates a comprehensive Health, Safety and Environmental framework to ensure that, as far as
possible, it eliminates risk to its employees, customers and the environment. The Group has an excellent track
record in this regard and has culturally aligned itself to continually improve its performance in this area.

Liquidity and Interest Rates

The Group has a policy of seeking to have a number of sources of funds at any given time to meet its liquidity
needs, as well as maintaining a balanced maturity profile to minimise, as far as possible, peaked repayments
and refinancing risk. Debt facilities are arranged with appropriate financial and operating covenants, ensuring
that management has the necessary flexibility in the operation of its business. The majority of the Group’s
existing debt has an unexpired term exceeding 10 years and is subject to a fixed interest rate.

Cash flow risk

The Group uses derivative financial instruments to manage certain exposures to fluctuations in interest rates,
inflation rates and exchange rates. The Group does not hold any speculative financial instruments.

Credit risk :

Whilst the Group is dependent on a number of large customers, the credit risk from the failure of these
customers is limited by regulatory regimes. The Group takes appropriate measures to reduce credit risk to a
manageable level and has strict procedures to manage credit risk relating to trade receivables.
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The Electricity Network Company Limited
Strategic Report for the Year Ended 31 December 2021 (continued)

Principal risks and uncertainties (continued)

COVID-19

The Directors have considered the expected impact of COVID-19 on future periods. As a company which

adopts and maintains electricity networks within the BUUK Group, the potential impact of COVID-19 on the
- Company is considered the same as for the Group as a whole.

As at the date of the approval of this report the Group had £318m of undrawn committed facilities, of which
£193.8m is available for general corporate purposes and £124.2m is linked to future capital expenditure. This
availability of facilities and the performance of the Group in 2021, combined with the nature of the Group’s
activities, as discussed below, has led the Directors to the conclusion that it is unlikely the Group would be

unable to meet its obligations as they fall due. The Group’s business model and financing structure are resilient’

and there is a strong order book in place for the provision of new connections in the future.

The Group’s core business activity is the ownership and operation of infrastructure assets, supplying essential
services of gas, electricity, water, fibre, waste water and district heat. The transportation revenues from this
activity are highly stable and predictable and are currently underpinned by a supportive regulatory framework.
These revenues are expected to remain stable and continue to generate positive cash flows. This has been
demonstrated by the Group’s performance during 2021, which has seen the Group maintain a strong EBITDA
position and remain cash generative despite the inipact of the COVID-19 pandemic.

Additionally, BUUK undertakes the.construction of new infrastructure assets to be owned and operated by the .

Group. Construction activity levels were reduced at the start of the pandemic due to the suspénsion of works
by some housebuilders on some new housing sites, however this has steadily recovered, with new connections
now close to pre-COVID levels. As construction levels continue to increase the Directors are committed to
ensuring BUUK retains the resources necessary to meet this demand, implementing procedures and policies to
make it practical and safe to do so.
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The Electricity Network Company Limited

Strategic Report for the Year Ended 31 December 2021 {(continued)

Statement by the Directors in performance aof their statutory duties in accordance with s172(1) of the UK
Companies Act 2006

In complying with their duty to promote the success of the Company for the benefit of its members, whilst
having regard to the matters set out in s172(1) (a-f) of the Companies Act 2006, the Board of Directors
considers that the success of the Company is best promoted through the promotion of the success of the
BUUK Infrastructure Group as a whole. The Company is governed and managed as an integral part of the BUUK
Infrastructure Group and follows common groupwide policies and procedures. The following disclosures
describe how the Company’s Board of Directors has had regard to the matters set out in section 172(1) (a-f} in
respect of the Group’s stakeholders and forms the Directors’ Statement required under Section 414CZA of the
Companies Act 2006. While the Board of Directors have determined that certain of the matters disclosed in
this statement may not be applicable for this Company specifically, they have included discussion of the
Group's full policies and procedures to reflect the integrated approach taken to governance across the BUUK
Infrastructure Group and therefare the matters considered by the directors of this Company in complying with
their duties as directors of the Company.

The Board of Directors are presented with and review a wide range of papers relating to different
stakeholders. The papers are discussed at Board meetings and form the basis by which policies and actions of
the business are developed and, through this process, the Board have identified the key stakeholders. The
Board consider that, both individually and together, they have acted in the way they consider, in good faith,
would be most likely to promote the success of the Group for the benefit of its members as a whole in the
decisions taken during the year and, in doing so, have had regard to the stakeholders and matters set out in
s172(1) (a-f) of the Companies Act 2006.

The Board of Directors’ intention is to behave responsibly and to ensure that management operate the
business in a responsible manner to maintain a reputation for high standards of business conduct. The Board
of Directors also recognise the importance of behaving fairly between the members of the company.

The Board of Directors aims to create a balance between the development of opportunities with our
customers, stimulating and rewarding our staff, working with and supporting our local communities, sustaining
the environment in which we operate, interact with and comply with policies of the relevant regulators and
engage in positive relationships with lendefs.

COoVID-19

The Board of directors have considered the needs of the different stakeholders of the Group and have

balanced these in their actions to mitigate the impact of COVID-19: .

* A range of measures continue to be provided to support employees in continuing to work in a safe and
effective manner. This includes gréater support for remote working but also investment in safety

equipment in office locations and the implementation of social distancing measures to allow employees to

work safely in the office environment and continue to offer high quality support to customers

¢ Continued to support the mental health of employees through the provision of an employee assistance
programme

s The Group has supported the local community and worked with the local surgery to provide a location to
be used for vaccinations, supporting over 10,000 vaccines in 2021,
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The Electricity Network Company Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Statement by the Directors in performance of their statutory duties In accordance with s172(1) of the UK
Companies Act 2006 (continued)

COVID-19 has presented a unique challenge to many businesses and the Group has carefully considered
whether the following policies remain appropriate. Where they have not, due to socia! distancing measures
and safety concerns, they have been temporarily suspended or alternatives found if possible. As the Group
intends to continue with these policies once it is appropriate to do so, the policies continue to be disclosed
below. .

Further information on the risks presented by COVID-19 and the considerations on going concern can be seen
in the Principal Risks and Uncertainties section of the Strategic Report and the Going Concern section of Note-
2.

Engagement with Employees .
We aim to create, develop and retain highly motivated people and teams who are equipped with the
necessary competencies and skills to perform highly and who demonstrate our core values.

We support and engage with our people in a range of ways:

Supporting our staff to realise their full potential

s Qffer a flexible employee benefits scheme

» Employee assistance programmes including stress counselling and medical information services
* Dedicated Health and Wellbeing Committee established

» Offer regular employee social events

e Maintaining a safe, healthy and sustainable working environment for our sfaff, those we work for and for
the general public

e Provide a platform for staff to commit to building a positive safety culture irrespective of role or
responsibility :

Supporting appropriate learning and development opportunities

« Offer a dual utility engineering apprenticeship scheme

« Offer a Graduate Development Programme

» Annual process to identify training needs backed by investment in development for staff

Stimulating positive and responsivé communication
« Company news is always available to employees through the Company’s intranet

e Conduct quarterly cascade team briefings to keep employees appraised of business performance and
industry changes followed by Q&A opportunities

* Regularly circulate internal magazines and articles

« Provide a platform where the business can pose challenges to employees for ideas and where employees
can also post other ideas or questions

* Conduct annual face to face Directors présentations to encourage two-way communication
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The Electricity Network Company Limited
Strategic Report for the Year Ended 31 December 2021 (continued).

Statement by the Directors in performance of their statutory duties in accordance with s172(1) of the UK
Companies Act 2006 (continued)

QOur ongoing commitment to the Great Place to Work® scheme also ensures we remain focused on the
business benefits of high employee engagement, resulting in our business being an employer of choice for
both existing and new colleagues.

Engagement is measured by a yearly employee survey and Culture Audit. The feedback we receive from
employees is where we focus our attention to improve working practices for our colleagues. We have ranked
as one of the UK’s Best Workplaces™ for four consecutive years and in 2021 we have ranked in the UK’s Best
Workplaces™ for Women.

As a result of listening to our employees we have implemented the following initiatives:

¢ Enhanced Maternity, Paternity and Adoption Leave
* Dedicated Wellbeing Programme .
¢ Volunteering Programme - Providing leave for colleagues to help with the local community or charities

» Science, Technology, Englneenng & Maths (STEM) Programme - Building the bridge between educatlon and
employment

¢ Increased employee recognition for outstanding work linked to our Core values

¢ Discounted FitBits to encourage colleagues to be more active

* Aspiring Managers Programme

¢ Leadership & Management Programme

The feedback loop created by the communication has led to the development and enhancement of policies
which enhance the working environment and benefits employees receive.

Equal opportunities

A fair and equal opportunities culture is operated throughout the Group. Employment opportunities, whether
in the recruitment, training or promotion of employees, are granted on merit irrespective of race, colour,
religion, national origin, age, gender, disability or sexual orientation.

Full consideration and equal opportunities are given to employment applications from disabled persons with
due regard to the requirements of the job. Where existing employees become disabled évery effort is made to
provide opportunities for contlnued employment within the Group supported with training and development
as appropriate.

Business Relatlonshlps
We recognise the importance of engaging with the Group’s suppliers and customers and the need to foster
relationships with them. :

Customers

¢ Customer satisfaction is closely monitored via both the Net Promoter Score and Customer Effort Score
frameworks and results are used to drive process and performance improvements

s Customer feedback is reviewed by Senior Management regularly and is used to continuously improve the
business, an example being developing the way in which work is requested by our developer customers to
ensure site visits are not aborted

Page 6




The Electricity Network Company Limited
Strategic Report for the Year Ended 31 December 2021 (continued)

Statement by the Directors in performance of thelr statutory dutles in accordance with s172(1) of the UK
Companies Act 2006 (continued)

Suppliers
« Corporate social responsibility is a key selection and approvai criteria for suppliers

» Group corporate social responsibility requirements are communicated to all suppllers and are accessible on
our websites

« Collaborative working with suppliers is critical to the business, an example being the way a key supplier
delivers stock to sites has been enhanced and automated to ensure stock Is available at critical times.

Lenders

We actively engage with banks and other lenders to foster a strong relationship. The Board proactively ensures
compliance with all borrowing covenants and has an open dialogue with lenders to manage the financing
needs of the business:

» Proposals are prepared and reviewed with our lenders for all significant decisions pertinent to those
lenders

» Lenders are kept up to date by sharing quarterly accounts and budget information

Communities and Environment

BUUK has been recognised as the overall asset sector leader for its superclass in the 2021 GRESB Infrastructure
Assessment, achieving a score of 90% and a 5 star rating. The GRESB is the Jeading environmental, social and
governance benchmark for retail and infrastructure investments across the world.

BUUK recognises the impacts that it has on the community and the environment and seeks to make a positive
difference in the places where we operate.

» Engage in community projects which involve employees working in and amongst the local community
« Actively make available work experience opportunities for 16 to 18 year old students

« Provision of volunteering leave to support local community projects. Following the launch in December
2021, 89 employees have become volunteers and 85 missions have been completed

s Integration of Climate Change Adaptation
« Increasing awareness of efvironmental issues

« Drive to eliminate single use plastics in our supply chain, achieving c. 50 tonnes reduction against our 2019
baseline

* Waste elimination programmes at all sites, achieved 67% avoidance of general waste sent to landfill in
2021

¢ Solar panels installed at head office
¢ Maintained registration of ISO 14001 environmental accreditation

¢ Partnership with an IT provider to collect end of life IT assets for reuse or recycling, with 435 items being
resold to be used again and 869 items recycled

s The Group expects all employees and its suppliers-to work tor the Group’s own policies and procedures,
which as a minimum standard requires compliance with any relevant international and national legal or
regulatory framework
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The Electkicify Network Company Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Statement by the Directors in performance of their statutory duties in accordance with s172(1) of the UK
Companies Act 2006 (continued)

Regulators

We have a positive relationship with our regulators and are focused on maintaining this and ensuring we act'in
a way which is open and transparent. We regularly liaise with our regulators at different levels and through a
variety of “touch points” with regulatory and government departments to ensure the business evolves
alongside any regulatory changes. Qur engagement includes:

Actively participating in strategic regulatory reviews through industry waorking groups, consultation
responses and one to one meetings;

Engaging with government departments and regulators on a one to one basis and through broader industry
groups to promote industry change;

.Responding to regulatory consultations and requests for information;

Meeting with regulators to promote industry change or to develop solutions to potential concerns;

Hosting visits to our offices or to sites where we operate to demonstrate how our business model of
operating in a multi utility world brings value to customers.

The Board receive regular updates on regulatory interaction and are committed to complying with all relevant
regulatory requirements and continue to closely monitor the status of our regulatory relationships, enhancing
engagement across key regulatory changes.

Approved by the Board on 20 June 2022 and signed on its behalf by:
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The Electricity Network Company Limited

‘Directors' Report for the Year Ended 31 December 2021

The Directors present their report and the financial statements for the year ended 31 December 2021.
Principal risks and uncertainties, financial risk management objectives, equal opportunltles, employee '
engagement and business relationships can be found in the Strategic Report.

As a subsidiary company within the BUUK Group, the Company has taken the disclosure exemption in relation
to Streamlined Energy and Carbon Réporting ("SECR") where disclosure is made within a parent company's

‘group accounts. These SECR disclosures can be seen in the consolidated financial statements of BUUK

infrastructure No 2 Limited.

Directors of the Company

The Directors who held office during the year qnd to the date of this report, unless stated otherwise, were as
follows:

C Linsdell

D Corney

D Overman

J Trounson

N Hindle (appointed 14 April 2021)

Dividends
During the year interim dividends were approved and paid of £3,000, 000 (2020: £1,500,000). The Directors do
not recommend the payment of a final leldend (2020: £Nil).

Future developments

The Directors are not aware, at the date of this report, of any likely major changes in the Company'’s activities
in. the next year. The Directors are satisfied that the Company is well placed to continue to perform
satisfactorily during the coming year.

Going concern .
After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources

" to continue to adopt the going concern basis in preparing the annual report and financial statements. The

directors have received assurances that the company will have access to the BUUK Group's financial resources
for a period of at least one year from the date of signing of the financial statements, that companies in the
BUUK Group will not demand repayment of any inter-company debt where the company does not have the
financial resources to effect such payment, and that this financial support will be sufficient for the company to
continue to trade and meet its obligations as they fall due.

Further details regarding the adoption of the going concern basis can be found in Note 2 of the financial
statements.

Directors' liabilities )

The Company has Directors' and Officers' liability insurance to provide against liability in respect of
proceedings brought forward by third parties, subject to the conditions set out in section 234 of the
Companies Act 2006. Such qualifying third party indemnity provision remains in force as at the date of
approving the Directors' Report. '
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The Electricity Network Cornpany Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

Disclosure of information to the auditors

Each Director has taken steps that they ought to have taken as a Director in order to make themselves aware
of any relevant audit information and to establish that the Company's auditors are aware of that information.
The Directors confirm that there is no relevant information that they know of and of which they know the
auditors are unaware.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006. :

Directors' responsibilities statement _
The Directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations. ‘

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102
"The Financial Rep'orting Standard Applicable in the UK and Republic of ireland”. The financial statements are
required by law to 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, the Directors are required to:

« select suitable accounting policies and then apply them consistently;
* make judgements and accounting estimates that are reasonable and prudent;
¢ state whether applicable UK Accounting Standards have been followed; and

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business. ’

The Directors are responsible for keeping proper accounting records that 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.

Reappointment of auditors
Deloitte LLP has indicated its willingness to continue in office and a resolution to reappoint them as the
Company's auditor will be put to the forthcoming Annual General Meeting.

Approved by the Board on 20 June 2022 and signed on.its behalf by:

Director
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The Electricity Network Company Limited

lndependent Auditor's Report to the Members of The Electricity Network Company
Limited

Report on the audit of the financial statements

Opinion

In our opinion the financial statements of The Electricity Network Company Limited (the ‘Company'):

+ give a true and fair view of the state of the Company's affairs as at 31 December 2021 and of its profit for
the year then ended;

» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 102 'The Financial_Reporting Standard applicable in the UK and
Republic of Ireland'; and

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

We have audited the financial statements which comprise:
* theIncome Statement;

» the Statement of Financial Position;

' _« the Statement of Changes in-Equity; and

¢ the related notes 1 to 18.

The financial reporting framework that has been applied in their preparation is applicable law and.United
Kingdom Accounting Standards, including Financial Reporting Standard 102 'The Financial Reporting Standard
applicable in the UK and Republic of Ireland’ (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (1SAs (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 évidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of
accounting in the preparation of the financial statements 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 periad of at least twelve months from when the financial statements 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.
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The Electricity Network Company Limited

Independent Auditor's Report to the Members of The Electricify Networlk Company
Limited (continued)

Other information

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

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 course of 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 this gives rise to a material misstatement in the
financial statements themselves. 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 regard.

Responsibilities of Directors )

As explained more fuily 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, and t6 issue an auditor’s report that includes our
apinion. Reasanable 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 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.

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 about their own identification and assessment of the risks of
irregularities.
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..The Electricity Network Company Limited

Independent Auditor's Report to the Members of The Electricity Network Company
Limited (continued)

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

identified the key laws and regulations that:

* had a direct effect on the determination of material amounts and disclosures in the financial statements.
These included UK Companies Act 2006 and tax legislation; and

¢ do not have a direct effect on the financial statements but compliance with which may be fundamental to
the company’s ability to operate or to avoid a material penalty. These included the terms of the license
from the company’s regulator Ofgem.

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

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:

« reviewing financial statement 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;

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

* enquiring of management and external 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 and reviewing correspondence with HMRC.
Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

" o the information given in the Strategic Report and the Directors' Report 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.

In the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the Strategic Report or the Directors’ Report.
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The Electricity Network Company Limited

Independent Auditor's Report to the Members of The Electricity Network Company
Limited (continued)

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

* adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

* the financial statements are not in agreement with the accounting records and returns; or
* certain disclosures of Directors' remuneration 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 ahyone other than the
Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

......................................

Andrew Lowes FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London

United Kingdom

23 June 2022
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The Electricity Network Company Limited

Income Statement for the Year Ended 31 December 2021

Turnover

Cost of sales '

Gross profit V
Administrative expenses

Operating profit
Interest receivable and similar income

Interest payable and similar expenses .

Profit before tax
Taxation

Profit for the financial year

*Detail of restatement included in note 2

The above results were derived from continuing operations.

Note

(As restated)*

2021 2020

e .
75,849,419 61,347,509
(46,065,616) (36,945,751)
29,783,803 24,401,758
(18,496,741) (14,749,528)
11,287,062 9,652,230
87 1,320
(1,907,863) (1,725,120)
9,379,286 7,928,430
(3,283,101) (1,802,491)
6,096,185 6,125,939

No separate Statement of Comprehensive Income has been presented because the Company has no items of
comprehensive income other than the profit for the financial year.

The notes on pages 18 to 27 form an integral part of these financial statements.
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The Electricity Network Company Limited

(Registration number: 05581824)

- Statement of Financial Position as at 31 December 2021

2021 2020
Note £ £
Fixed assets
Tangible assets 9 147,743,959 127,031,310
Investments : ) 10 1 1
147,743,960 127,031,311

Current assets
Debtors 11 14,117,370 11,731,110
Cash at bank and in hand 87,423 541,433

14,204,793 12,272,543
Creditors: Amounts falling due within one year 12 (96,568,688) (79,550,683)
Net current liabilities (82,363,895) (67,278,140)
Total assets less current liabilities 65,380,065 59,753,171
Provisions for liabilities 13 (6,254,323) (3,723,614)
Net assets 59,125,742 56,029,557
Capital and reserves
Called up share capital 14 3. 3
Profit and ioss account 59,125,739 56,029,554
Tatal equity 59,125,742 56,029,557

Approved and authorised by the Board on 20 June 2022 and signed on its behalf by:

Director

The notes on pages 18 to 27 form an integral part of these financial statements.
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The Electricity Network Company Limited

Statement of Changes in Equity for the Year Ended 31 December 2021

At 1 January 2020
Profit for the year .
Dividends ’

At 31 December 2020 -

At 1 January 2021
Profit for the year
Dividends

At 31 December 2021

The notes.on pages 18 to 27 form an integral part of these financial statements.

Profit and fuss

Share capital account Total
£ £ £
3 51,403,615 51,403,618
- 6,125,939 6,125,939
- (1,500,000}  (1,500,000)
3 56,029,554 56,029,557
Profit and loss
Share capital account Total
£ £ £
3 56,029,554 56,029,557
- 6,096,185 6,096,185,
- {3,000,000)  (3,000,000)
3 59,125,739 59,125,742
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021

1 General information

The company is a private company limited by shares, incorporated in the United Kingdom and registered in
England and Wales. i

The address of its registered office and principal place of business is:

Synergy House : :

Woolpit Business Park

Woolpit

Bury St Edmunds

Suffolk

IP30 9UP

These financial statements were authorised for issue by the Board on 20 June 2022.

2 Accounting policies

Summary of significant accounting policies and key accounting 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

These financial statements have been prepared under the historical cost convention, modified to include
certain items at fair value, and in accordance with FRS 102, 'The Financial Reporting Standard applicable in the
UK and Republic of Ireland.' ’ '

The financial statements are presented in Pounds Sterling, which is also the functional currency.

Summary of disclosure exemptions

The Company meets thé definition of a qualifying entity under FRS 102 and has therefore taken advantage of
the disclosure exemptions available to members of a group where consolidated financial statements are
publicly available. Exemptions have been taken in relation to the presentation of a cash flow statement,
certain financial instruments and remuneration of key management personnel.

Name of parent of group »
These financial statements are consolidated in the financial statements of BUUK Infrastructure No 2 Limited.

The financial statements of BUUK Infrastructure No 2 Limited may be obtained from Synergy House, Woolpit
Business Park, Windmill Avenue, Woolpit, Bury St Edmunds, Suffolk, P30 9UP.
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies {continued)

Going concern ]

The Company forms part of the Group headed by BUUK Infrastructure (Jersey) Limited {"BUUK") of which the
ultimate parent undertaking is Brookfield Asset Management Inc. The funding required to finance the activities
of BUUK's subsidiaries is organised and managed on a centralised basis on behalf of all members of the Group.

The Group is cash generative and holds a Baa2 (investment grade) rating from Moody's. The rating was
reconfirmed by Moody’s in May 2021. At the date of approval of the financial statements the Group has
undrawn committed facilities of £318m with a syndicate of banks, of which £193.8m is available for general
corporate purposes and £124.4m is linked to future capital expenditure. These facilities were renewed in 2019
and are due to expire on 18 September 2024.

The Group has Senior Secured Loan notes denominated in GBP (£1,510m) and US$ ($300m). The loan notes
incur a fixed rate of interest and cross currency interest rate swaps have been taken out to fix the USS
denominated interest and capital repayments. The Group’s borrowings have an average remaining maturity of

" ¢.9.8 years with maturity dates ranging from 2023 to 2048. Amounts tctalling £226m fall due for repayment in
April 2023. The Group intends to meet this obligation through the issue of new Senior Secured Loan Notes in
advance of the repayment date. The Directors do not have any concerns in securing this financing due to the
Group's credit rating and history of successfully issuing Loan Notes. In the unlikely event the new bond is not in
place by April 2023, management have concluded the group has sufficient resources to continue to operate for
the foreseeable future.

In light of the COVID-19 pandemic the Directors have considered the implications on going concern and, as
noted within the Principal Risks and Uncertainties section of the Strategic Report, the availability of facilities,
combined with the in year performance of the Group has led the Directors to conclude that the Group will be
able to meet its obligations for a period of 12 months.

Further details of the COVID-19 measures undertaken by the Group can be found in the Strategic Report.

The Directors have received assurances that the company will have access to the BUUK Group’s financial
resources for a period of at least one year from the date of signing of the financial statements, that companies
in the BUUK Group will not demand repayment of any inter-company debt where the company does not have
the financial resources to effect such payment, and that this financial support will be sufficient for the
company to continue to_trade and meet its obligations as they fall due. The Group's forecasts, taking into
account reasonable possible changes in trading performance, show that the Company should have adequate
resources to continue in operational existence for the foreseeable future.

Given the above, the Directors have a reasonable expectation that the Company can continue to meet its
liabilities as they fall due, for a period of at least 12 months from the date of this annual report. Accordingly,
they have prepared the financial statements on the going concern basis.

Reclassification of comparative amounts

During the year, the Company undertook a review of the allocation of certain costs included in cost of sales
and determined that it would be more appropriate for these costs to be presented as administrative expenses.
Consequently a prior period reclassification has been made to reallocate expenditure of £11,851,611, the
effect of which has been to reduce cost of sales and increase administrative expenses.
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting palicies (continued)

Judgements and key sources of estimation uncertainty

The Directors consider that there are no critical judgements or sources of estimation uncertainty to be
disclosed that have been made in the process of applying the Company’s accounting policies which have a
significant effect on the amounts recognised in the financial statements.

Revenue recognition

Turnover represents the amounts receivable from the supply of goods and services during the year, net of
Value Added Tax. Transportation income is recognised when services are provided and rendered based upon
usage during that year. ’

All turnover and profit before taxation, by origin and destination, was attributable to the UK.

Finance income and costs

Interest income is recognised when it is probable that the economic benefits will flow to the Company and the
amount of income can be reliably measured. Interest is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable.

Interest costs are accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable.

Tax

The tax expense for the period comprises current and deferred 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.

Current tax 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.

Deferred tax is recognised in respect of all timing differences between taxable profits and profits reported in
the financial statements.

Unrelieved tax losses and other deferred tax assets are recognised when it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the
reporting date and that are expected to apply to the reversal of the timing difference.

Tax assets and liabilities are not discounted.

Where items recognised in other comprehensive income or equity are chargeable to or deductible for tax
purposes, the resulting current or deferred tax expense or income is presented in the same component of
comprehensive income or equity as the underlying transaction.
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (épntinued) ‘

2 Accounting policies {continued)

Tangible assets

Tangible assets are stated in the statement of financial position at cost, less any subsequent accumulated
depreciation and subsequent accumulated impairment losses. The carrying value of tangible fixed assets is
reviewed for impairment when event$ or changes in circumstances indicate the carrying value may not be
recoverable. The recoverable amount of an asset is the higher of its fair value less costs to sell and its value in
use. :

Depreciation

Depreciation is charged so as to write off the cost of assets, other than land and properties under construction
over their estimated useful lives, as follows:

- Asset class : ‘Depreciation method and rate
Infrastructure assets 60 Years straight line

Cash and cash équivalents

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

Debtors ) .
Short term debtors are measured at transaction price (which is usually the invoice price), less any impairment
losses for bad and doubtful debts.

Loans and other financial assets are initially recognised at transaction price including any transaction costs and
subsequently measured at amortised cost determined using the effective interest method, less any
impairment losses for bad and doubtful debts. :

Creditors
Short term creditors are measured at transaction price {(which is usually the invoice price).

Loans and other financial liabilities are initially recognised at transaction price net of any transaction costs and
subsequently measured at amortised cost determined using the effective interest method.

Share capital : .

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is
deferred and the time value of money is material, the initial measurement is on a present value basis.

Dividends
Dividend distribution to the Company’s shareholders is recognised as a liability in the financial statements in
the reporting period in which the dividends are declared.
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

3 Operating profit
Arrived at after charging/(crediting)

2021 2020
. £ £
Depreciation expense 2,414,292 2,063,990

Fees for the audit of the financial statements of £40,980 (2020: £39,120) were borne by another Group
company during the year on behalf of The Electricity Network Company Limited.

4 Other interest receivable and similar income

2021 2020
£ £
Other finance income . 87 1,320
5 Interest payable and similar expenses
2021 2020
£ £
Other finance costs : ’ 157 -
Interest payable on loans from group undertakings 1,907,706 1,725,120
' 1,907,863 1,725,120

6 Staff costs

The Company had no employees during the year (2020: nil) with all administrative tasks undertaken by
employees of fellow Group undertakings. -

7 Directors' remuneration

The Directors received no emoluments in the year (2020: £nil) in respect of qualifying services. The Directors
are employees of other Group companies and the services that they provide to the Company are considered
ancillary to the services that they provide to those other Group companies:
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

8 Taxation

Tax charged/(credited) in the income statement

-2021 2020
£ £

Current taxation ) :

UK corporation tax 752,392 595,645
Deferred taxation :

Arising from origination and reversal of timing differences 1,354,831 910,757
Arising from changes in tax rates and laws - 1,175,878 296,089
Total deferred taxation ) 2,530,709 1,206,846
Tax expense in the income statement ' ’ ) 3,283,101 1,802,491

The differences between the tax assessed for the period and the standard rate of corboration tax of 19%
(2020: 19%) are reconciled below:

2021 2020 .
£ £
Profit before tax ' 9,379,286 7,928,430
Corporation tax at standard rate 1,782,064 ‘ 1,506,402
Increase from effect of different UK tax rates on some earnings 325,159 -
Deferred tax expensé relating to changes in tax rates or laws 1,175,878 ' -
Increase in tax from adjustment for prior periods : : - . 296,089
Total tax charge 3,283,101 1,802,491

Deferred tax

The Finance Act 2020, substantively enacted in March 2020, provided for the main rate of corporation tax to
remain at 19%. Accordingly deferred tax for the year ended 31 December 2020 was calculated using a tax rate
of 19%. The Finance Act 2021, substantively enacted in May 2021, provided for the main rate of corporation
tax rate to increase to 25% from 1 April 2023. Accordingly, deferred tax for the year ended 31 December 2021
has been calculated using a tax rate of 25%.

The Company has no unrecognised deferred tax-assets or liabilities at 31 December 2021 (2020: £nil).
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

9 Tangible assets

Infrastructure
assets ’
£
Cost or valuation )
At 1 January 2021 135,714,641
Additions ) ' 23,126,941
At 31 December 2021 : ' 158,841,582
Depreciation
At 1 January 2021 ) 8,683,331
Charge for the year ’ 2,414,292
At 31 December 2021 : 11,097,623
Carrying amount '
At 31 December 2021 ’ 147,743,959
At. 31 December 2020 127,031,310
10 Investments
2021 2020
. £ £
Other investments ' 1 1

The investment represents a 1.72% sharehalding in DCUSA Limited. DCUSA is a company set up to administer
the Distribution and Connection Use of System Agreement. Under the distribution licence {condition 9B} it is a
requirement to become a party to the agreement.
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The Eléctricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

Ll

11 Debtors
2021 2020
. £ £
Trade debtors ' 5,860,347 4,918,267
Other debtors . : - 14,325
Prepayments . 443,155 179,266
Accrued income 7,813,868 6,619,252
14,117,370 11,731,110
12 Creditors
2021 " 2020
‘ £ £
Due within one year
Trade creditors A 7,740 -
Amounts due to group undertakings 87,131,108 71,778,496 .
Social security and other taxes } 867,618 579,147
Other payables 508,189 151,718
Accruals ' " 8,054,033 7,041,322
96,568,688 79,550,683

Included within a-mounts due to group undertakings are non-interest bearing amounts of £807,872 (2020:
£595,645), which are unsecured and repayable on demand.

Interest bearing amounts due to group undertakings are unsecured and repayable on demand with interest
charged at 2.53% (2020: 2.76% ).
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

\

13 Deferred tax

Accelerated/(decelerated) capital allowances

2021 2020
£ ' £
6,254,323 3,723,614

Deferred tax

£
At 1 January 2021 3,723,614
Increase (decrease) in existing provisions 2,530,709
At 31 December 2021 6,254,323
14 Share capital
Allotted, cdlled up and fully paid shares
2021 . 2020
No. No. .
Ordinary shares of £1 each 3 3 3
15 Dividends
2021 2020
£ £
Interim dividend of £1,000,000.00 (2020 - £500,000.00) per ordinary
share : :
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The Electricity Network Company Limited

Notes to the Financial Statements for the Year Ended 31 ‘December 2021 {continued)

16 Commitments

Capital commitments

The Company has capital commitments in respect of the construction of infrastructure assets.

The total amount contracted for but not provided in the financial statements was £155, 852 692 (2020 :
£131,789,313).

17 Related party transactions

The Company has taken advantage of the exemption provided by FRS 102 paragraph 33.1A not to disclose
transactions with other wholly-owned Group undertakings.

The Company has taken advantage of the exemption provided by FRS 102 paragraph 1.12(e) not to disclose
key management personnél compensation.

18 Parent and ultimate parent undertaking

The company's imimediate parent is GTC Infrastructure Limited, incorporated in Guernsey.
The ultimate parent and controlling party is Brookfield Asset Management Inc, incorporated in Canada.

The largest group of which the Company is a member and for which Group financial statements are prepared is
Brookfield Asset Management Inc. These financial statements are available upon request from its registered
office at Brookfield Asset Management Inc., Suite 300, Brookfield Place, 181 Bay Street, Toronto, Canada.

The smallest group of which the Company is a member and for which Group financial statements are prepared
is BUUK Infrastructure No 2 Limited, a Company registered in England and Wales. These financial statements
are available upon request from its registered office at Synergy House, Woolplt Busnness Park, Windmill
Avenue, Woolpit, Bury St Edmunds, Suffolk, IP30 9UP.
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