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Strategic report for the year ended 31 March 2023

The directors manage Premier Transmission’s operations at the Mutual Energy (“MEL”) group level. The strategies, KPIs and
operations of the Premier Transmission Pipeline System, which includes the Premier Transmission, Belfast Gas Transmission and
West Transmission assets, are therefore considered as a whole.

Strategic objectives

Our strategy is made up of four key elements:
o Safe, cost efficient operation
®  Return savings to consumers
e  Decarbonise

¢ Manage market change

Each of these elements have KPls assaciated with them. These are outlined in more detail over the subsequent pages.

A number of other KPls are used at a corporate level to monitor other aspects of business performance, including corporate
responsibility KPls and Employee KPIs. These are included later in this report.
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Sdfe, cost efficient operation

Operate assets safely and cost effectively, outsourcing where appropriate

How we deliver
We provide a safe, reliable and efficient transmission service to the gas suppliers of Northern Ireland.

Delivery is achieved through a competitive tendering process for operational activities and the development of a comprehensive
contracting strategy and partnership approach with key contractors.

We operate a Health & Safety system based on the “Plan, Do, Check, Act” approach and have an Asset Management System
which is accredited to the [SO 55001 standard.

Further information on asset operation can be found on pages 8 and 9.

How we measure success

- The quality of service to our direct customers is determined by the AV ailabilicy (K P
performance of our assets, of which the principal measure is the A l.)

availability of transmission capacity (KPI 1);

- For the gas businesses cost effectiveness is measured by comparing

outturn with the forecast used and submitted in preparing annual Notegthatfinavatlabilityexcludestupsiream

gas taniffs. (KP1 2);

- Our safety is measured by the safe operation of our staff and h otallplanticapacitysrelatestiotcapacity)
contractors via lost time incidents (KPI 3) and a series of detailed Ungedexising Connectiontagreements)
health & safety targets;

- We have detailed maintenance and contracting milestones which
are monitored at contract meetings; and

- We use detailed moathly budgets which are monitored over a
rolling five year horizon.

Operational;Savings(KPI}2) (Tostltime;incidents'(K2I13)]

ek Riiodpasbusiness operatiosalisavingsis Posyiimelincidentsharcicalculatediasiing]
Bygsubiractinghe IntmbegotlostitimedncigentstoeaL00.000
tovendegtotthersasty ear¥calculatedliy [HOUrSOWOrKEd Dy R5ta FaNgIcoNLracto 8

laccordancawithithelpasticompanicsilicencesy
{romlthelicrecastequiredlieventesubmitied)
infadvancejohthe year
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Strategic report for year ended 31% March 2023 (continued)

Return savings to consumers

Deliver savings to current and future Northern Ireland consumers over the life of the assets
How we deliver
Our strategy involves returning all savings or cash surpluses to Northern [reland consumers evenly over the life of the assets.

In doing so, where possible, we seek to build up reserves to smooth future cash flows and minimise energy price increases and
fluctuations associated with our assets.

Where appropriate, reserves will be used to provide capital for future investments.
How we measure success
Our measures of success include:

- For the gas businesses cost effectiveness is measured by comparing outturn with the forecast used and submitted in preparing
annual gas tariffs (KP1 2). Operational savings versus forecasts for the gas businesses are shown on page 10.

- Savings incurred on the Mutual Energy group’s financing costs compared to the costs which would have been incurred if
financed by a Northern Ireland energy utility comparator (KPI 4). This is a direct saving to consumers. Cost of capital of Mutual
Energy versus an NI comparator can be seen on page 10. .

- Cash generated (KPI S) in each of the businesses which will be used to avoid future charges to consumers. Cash generated can
be seen in the graph on page 10.

Costlof.capitallvian NI ‘comparator(KRI4)] Cash'generated from operations;(KEI g)

libelidituallEnersylerouptinclstinancing coststint Castfpenerated posijaxy
Lespectfolidebienteredliniolfogthe’burposeNof

hLheiMUtallEnergy
cosifolcapitallis*comparedgtotheycostsgwhich
would have beentincurred iiginanceqaattheLatesy

chargedibyialiNorthernirelandienergyutility

RLD el Pt helsavingsamade
company Mlhessavingstarescalculatedlasithelcost
Wwhichawotldihavelbeenbincurred,byzal
Geblcompared,ioiheicoststac tial lylincurreds
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Strategic report for year ended 31* March 2023 (continued)

Decarbonise

Take an active role in collaboration with key stakeholders in the acceleration of decarbonisation through
interventions and investments which benefit Northern Ireland energy consumers

How we deliver
Our strategy is to adapt its structure and focus of the business to rise to the challenge of facilitating the decarbonisation of both the
gas and electricity networks in Northern Ireland and facilitating customers who wish to use the networks as a means of

decarbonising other sectors.

We will also target the CO2 content of the gas transported on our networks, playing our part in reducing this by facilitating the
connection of both customers and producers.

Decarbonisation is discussed in more detail on pages 11-13.
How we measure success

A key factor to enable decarbonisation is the ability of system operators to balance the network and generators to respond flexibly
to changes in renewable generation, Success is measured by the flexibility we will be able to supply our customers.

In our gas businesses the flexibility we provide is measured by the rate of change we facilitate, and the volume of capacity we can
make available.

We also monitor the domestic connections made to the transmission network and calculate the CO2 saving (KPI 6) made by these
connections over a |5 year period, as well as monitoring the annual CO2 savings made by industrial consumers compared to using
oil (see page 11).

Finalty, on a business operating level, the business will seek to minimise the emissions from its own operations, encompassing
operational activity, transport and other activities ancillary to running the business.

The business can contribute to the reduction in CO2 across three key strategic areas:

1. Enabling access to lower carbon fuels — facilitating our consumers to move from higher CO2 emitting fossil fuel to
lower emitting fossil fuels;

2. Greening the existing networks — developing options for lower or zero emisston fuels to transport through the
networks; and

3. Influencing policy and participating in projects which further decarbonisation — working to develop and promote the
larger, secure, decarbonised energy system, new ways of working, extensive integration of electricity and gas and
different technologies needed to allow decarbonisation to happen.

The total of the CO2 savings is the KPI for this activity and a graph showing the results can be found on page 1.
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CO2 savings (KPI 6)

Enabling switching to lower carbon fuels - CO?2 savings from facilitating our consumers moving to lower
emitting fossil fuels

Domestic heating
The lifetime saving associated with a connection is calcutated using Northern Ireland average consumption and applying CO2
conversion factors for oil vs gas based on UK government figures over an assumed 15 year life.

The total for the year is calculated by multiplying by the number of new domestic gas connections in the year using figures
from the Utility Regulator ('NIAUR’) Quarterly Transparency Reports.

Industrial and commercial

The annual CO?2 saving from industrial and commercial customers burning natural gas compared 10 CO2 emissions which
would have been generated had the customers been operating on oil. The annual consumption from medium and large
industrial and commercial customers on the Northern Ireland network is taken from the quarterly transparency report from
NIAUR and the CO2 savings are calculated by applying CO2 conversion factors for oil vs gas based on UK government
figures.

Power generation
the annual CO?2 saving of connecting a unit to the gas network Is the emisstons of the gas burned in a year compared o the
emissions that would have been generated had that unit been operating on another fuel.

The comparison fuel is power station specific and dependent on its historic fuel, and the calculation uses the UK Government
GHG Conversion factors as appropriate. Where the capacity of a unit has changed as part of the gas conversion process, we
only compare new emissions 1o the lowar of the ald and new generatinn capaciry Only plam connet ted in the dmefiame
Mutual Energy owned the pipelines are included.

Greening the existing networks — developing options for lower or zero emission fuels to transport through
the networks

Biomethane injection
CO2 savings from connecting low CO2 gas producers are calculated by comparing the CO2 content of gas from the UK
Government 1o the content of the gas injected.

CO?2 saved in Group operations

CO2 usage is calculated in accordance with guidance provided by the Department of Business, Energy and Industrial Strategy
('BEIS’). for conversion of different fuel types.
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Manage market change

Manage market change and regulatory development to minimise risks to the Northern Ireland consumer
How we deliver

Our key focus is to ensure, so far as possible, that changes driven by EU, national or other bodies do not impact negatively on our
business, our financing arrangements or energy consumers in Northern Ireland. We seek to achieve this by influencing discussions
at stakeholder meetings, actively participating in the work of the EU and GB system operator confederations and by assisting the
regulators and relevant government departments to identify and address issues particularly relevant to Northern Ireland.

The market environment is discussed in more detail on pages 14 and 15.

How we measure success

Qur measures of success include:

- avoidance of changes which would compromise the financing structures of the group;

- monitoring of individual projects against initial objectives and implementation plans with milestone dates; and

- GMO NI' uses a Market Improvement Register to identify and manage changes to the gas market in Northern Ireland, and to aid

with planning of work and resources. The register weights each change from minor updates to larger implementations of key
regulatory changes. Market improvements implemented can be seen in the graph on page 14. (KPI 7).

Market improvements.implemented (KP) w

INumbegofimarketimprovementsiirplemented]
bvithinteachlfinancial yeary

! Gas Market Operator for Northern Ireland (GMO N¥)
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Strategic objective: Operate assets safely and cost effectively, outsourcing where appropriate
Operational performance

Winter 2022/23 was relatively mild with the exception of two cold snaps mid-December and February through which Northern
Ireland’s daily gas demand peaked at 7.0 million standard cubic meters per day (“mscm/d”). The gas market in Northern Ireland
continues to increase in size, with increased connections to the distribution networks and increased reliance on gas fired
generation to back up intermittent renewables, as well as providing baseload generation. Despite the mild weather and high prices
suppressing domestic heating demand, our peak of 7.0mscm/d was only marginally below the previous peak day demand of
7.lmscm/d.

-

KPI 1: Premier availability
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The availability of the gas system through the year was 100% (KPI 1). Whilst much planning was put in place for responding to
potential shortfalls in supply across Europe, there were no issues with gas supply in the GB gas market impacting on NI's ability
to access natural gas.

There were no lost time incidents in the year (KPI 3).
Asset Management

Several key maintenance and inspection activities of the gas transmission assets were undertaken during the year. The submarine
inspection of the underwater lengths of the SNIP pipeline and the pipelines in Belfast and Larne Loughs was carried out.

This external inspection uses cameras and acoustic technology to map the seabed through which the pipeline transverses, and
avails of technology to assess the effectiveness of the corrosion protection system. The pipeline environment remains stable and
the protection systems effective.

An inline inspection of the Dungannon to Tullybroome section of the Gas to the West pipeline was planned and executed during
the year, as demand had grown to a sufficient level to enable this. The inspection provided assurance that there are no material
defects in the pipeline and established a baseline for effective integrity management throughout the pipeline’s remaining life. The
completion of this inspection means all of the gas top the west pipeline has now been internally inspected, providing baseline data
for all future inspections.

Financial performance

The gas businesses revenue entitlement is calculated for each gas year, which runs to 30" September. The combined gas business
costs for Mutual Energy’s subsidiaries (Premier Transmission, Belfast Gas Transmission and West Transmission) for the gas year
ending on 30 September 2022 were £3.1m above the forecasts used for predicting tariffs (September 2021: £0.2m below) (KPI 2).
Further information on this is available on page 10 in the section on delivering savings to current and future consumers.

The businesses are cash generative and able to meet their debt service obligations. However, because of their debt structures they
are not expected to be profitable in the earlier years when interest costs incurred are in excess of debt repayments. This situation
will then reverse in later years where capital repayments will exceed reindexation of the debt.
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Strategic objective: Operate assets safely and cost effectively, outsourcing where appropriate
(continued)
Financial performance (continued)

The Annual Debt Service Cover Ratio (ADSCR) will tend to average towards 2.0. Over-performance above 2.0 in earlier years
will reverse in the future and will result in future ADSCR below 2.0 when this cash is released to the benefit of consumers. The
timing of tax payments can have a similar effect.

The ADSCRs can be seen in the following graph.

Gas business ADSCRs

3.50
3.00
2.50

2.00

1.50

1.00

0.50

000 2019 2020 2021 2022 2023

sl Premier Transmission ADSCR 1.95 218 224 2.04 215
Premier Tr. issi ini ADSCR 128 128 1.28 1.25 125

Future development — asset performance and utilisation

The gas network has remained fairly stable over the last decade, with a steady growth in the distribution sector (driven by a
gradually increasing customer base and the introduction of gas to the west of Northern Ireland), aligned with a small fall in power
generation consumption as more wind generators came on the network. Recently demand for gas for power generation has
increased markedly and the upcoming conversion of Kilroot from coal to gas will increase this further. Annual consumption of gas
for the power generation sector had decreased with intermittent renewables contributing more to the electricity mix, though the
removal of coal and overall demand growth makes further reductions in the near term less likely, however the peak daily
requirement for power generation (required on the days the renewables are not available) is set to increase as more new
connections to gas fired electricity generation come on stream.

We completed the construction works necessary to facilitate the gas connection to Kilroot Power Station and expect a significant
step increase in peak daily capacity in the coming year. Network modelling of NI gas capacity? forecasts that once the new gas
powered generator at Kilroot comes on line, the peak day demand will exceed that which can be transported through the Moffat
Entry Point to the NI network (8.08mscm/d).

The second entry potint to the NI network at Gormanston in the Republic of Ireland is expected to be needed for the first time. We
have been planning for this transition through 2022/23 and will work with gas shippers, GMO NI and the other NI TSO, GNI
(UK) Limited, to enable a smooth transition to the new operating regime.

Network planning becomes ever more important with the medium-term forecasts for gas including higher peaks and potentially
higher throughput. Increases are expected in both the power generation and domestic sectors, some of which may be met with new
biomethane injection points in the distribution network. We have been engaging pro-actively with other network operators to
consider the robustness of the overall Northern Ireland network in light of the current pattern of ever-increasing domestic
connections and the heavy power sector reliance on gas. This may well result in the need for network reinforcements.

2 2022 N1 Gas Capacity Statement
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Strategic objective: Deliver savings to current and future consumers over the life of the assets

Whilst savings against the forecasts and the use or return of these to shippers are very welcome, the main means by which the
businesses deliver savings to the consumers in Northern Ireland is through providing a low cost of capital. The costs of the gas
transmission assets are charged to the respective shippers through a “use of system” charge which happens automatically through
the postalised transmission system charging methodology. The savings achieved due to our low costs of capital are therefore
passed on to shippers, allowing them to charge the end consumer less for their gas.

Overall gas business charges recovered from shippers in the 2021-22 gas year (excluding the new West Transmission assets) were
20% lower (2020-21: 20% lower) in real terms than in 2004-05, before the mutualisation of Mutual Energy’s gas assets. We
continually seek to achieve operational savings and efficiencies.

Year-on-year the business measures its progress with reference to the annual forecast provided for the tariff calculation, as shown
in the following chart (KPI 2). The most recent gas year costs exceeded forecast which was largely due to high gas prices
increasing upstream fuel gas costs and high inflation levels driving up debt payments. We pay for the gas used to run the
compressors which “push” the gas through to Northemn Ireland. These fuel gas costs have increased from £1.6m to £5m from the
previous gas year.

4 " N 7 ™
KPI 2: Gas business operational savings KP14: Mutual Energy group annual cost
£m 36 vs forecast of capital savings vs comparator
4.0 28 ; 14.00
2.0 o 1200 —
20 — | € 1000 — —
. 0.2 5 8.00 — —
00 — T e T e S =] 5 600 — -
2019 2020 2021 2022 =3 4.00
2.0 —1 e 0 _
' G 200 — —
4.0 31— © o018 2020 20m 022 2023
N\ AN

There is also a further inherent saving provided to customers. The Mutual Energy Group requires a lower use of system charge in
the first place because it has a low cost of capital. A way of measuring the benefit which will flow to consumers is to calculate the
cost of capital savings for the Mutual Energy group compared to a Northern Ireland energy utility comparator (KPI 4). The chart
above shows the annual savings in March 2023 prices over the last 5 years. Cumulative savings to 31 March 2023 have exceeded
£190m (2022: £160m in March 2022 prices).

(" ) KPI 5 shows the movement in the cash balance (includin

. ; 2
£m KPI 5: Cash generated in the year deposits and investments with maturity of less than 1 year) from
4 the previous year.

The cash generated in 2021 reflects the agreement with the

? I Northern Ireland Authority for Utility Regulation (NIAUR) to

2 I ' set aside additional reserves to help shipper liquidity in the event
1] -

.

1

2017/18, £1.25m of funds retained from Premier Transmission’s
previous outperformance against targets were provided to West
2019 2020 2021 0% 2023 Transmission to assess the opportunity of a preconstruction
financing. As a result, West Transmission was financed in July
.2 2018 at a very low rate, resulting in significant benefit to

Yy, customers.

I_ of a shipper defaulting but has not been required to date. In

.
The Northern Ireland consumer will face significant costs as government policy changes to decarbonise the economy, and the
ability to generate savings and then return them to customers or absorb some of these additional costs will become an important
part of our strategy going forward.
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Strategic objective: Take an active role in collaboration with key stakeholders in the acceleration of
decarbonisation through interventions and investments which benefit Northern Ireland energy
consumers

Given the nature of our business, a significant quantity of carbon emissions associated with the fuel we transport are recorded
downstream of our operations when the fuel is ultimately used, therefore the facilitation of CO2 savings by others is the key

- contribution the business can make to achieving net zero. Further information on our strategy, operations and governance
arrangements with respect to climate related issues, as well as carbon emissions reporting, is included within Mutual Energy’s
annual report.

The Mutual Energy group intends to specifically set targets to align with government policy. The 2021 Energy Strategy published
by the NI Department for the Economy sets the framework for a series of action plans were due in 2022 and 2023. We aim to
align with these plans once they are developed.

The business activities allow users of our assets to reduce their CO2 and measure the CO2 savings as outlined in the graph below
(KPI 6). The facilitation of CO2 savings by others is the key contribution the business can make to achieving net zero.

e " A
KP1 6: CO, savings
500,000
400,000
$ 300,000 — —
£
£ 200,000 — —
100,000 — —
2019-20 2020-21 2021-22 2022-23 I
OGas J
\.

The direction of our efforts to facilitating replacement of higher CO2 emitting fuels with lower CO2 emitting fuets and
transporting lower carbon energy, as measured by this KPI, will provide a benefit of many multiples the savings we can make in
our own operational energy use.

Strategic performance on greenhouse gas reduction

A key factor to enable decarbonisation is the ability of system operators to balance the network and generators to respond flexibly
to changes in renewable generation. Success is measured by the flexibility we will be able to supply our customers. In our gas
businesses the flexibility we provide is measured by the rate of change we facilitate, and the volume of capacity we can make
available.

Enabling access to lower carbon fuels

The most immediate way to reduce CO2 is to facilitate higher CO2 emitting sectors converting to lower CO2 emitting gas and this
continues to be a core business focus. For domestic and commercial customers this is often moving from oil to gas for heating
purposes. A key ongoing project is the connection of the Kilroot power station to the gas network, enabling the coal fired plant to
be replaced by gas fired plant. The CO2 savings from this change will be evident once the new plant comes online.

We also monitor the domestic connections made to the transmission network and calculate the CO2 saving (KPI 6) made by these
connections over a 15 year period, as well as monitoring the annual CO2 savings made by industrial consumers compared to using
oil.

Key highlights during the financial year include:

e 11,000 new domestic gas connections facilitated, resulting in lifetime saving of c110,000 tonnes CO2 in 2022
e Industrial & commercial gas customers saved over 210,000 tonnes CO2 in the year compared to using oil
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Strategic objective: Take an active role in collaboration with key stakeholders in the acceleration of
decarbonisation through interventions and investments which benefit Northern Ireland energy
consumers (continued)

Greening the existing networks

Longer term, we aim to facilitate the progressive reduction of the CO2 content of the gas we transport through our assets. The first
milestone in this process is the ability to accept biogas in the networks, and our Gas Market Operator has successfully adapted the
commercial framework for gas transportation to facilitate this injection which will initially take place on the distribution networks,
with first injections hopefully in the 23/24 year.

Other progress continues to be slow as the Northern Ireland energy strategy remains in its early stages, and the Utility Regulator
position is that it requires more policy direction before adopting any framework to support regulated entities in making any
substantive progress. We continue to engage with both parties to identify areas where progress can be made.

On the research side the Mutual Energy group continue to work with the Hylight collaboration, bringing together research
expertise from Dublin City University, National University of [reland, Galway and University College Cork and a large number of
interested companies to assess the potential for hydrogen in Ireland.

We engaged with the Energy Networks Association, in collaboration with the gas network operators in GB, on the production of a
Hydrogen Vision report, to set out an ambitious yet realistic scenario for the role hydrogen could play in the energy system of the
future.

In Northern Ireland, this foresaw potential for a green hydrogen ‘valley’ to emerge around the Greater Belfast area from 2030,
comprising of a relatively small corridor of transmission pipeline infrastructure to connect electrolysis production sites (‘green
hydrogen’) at potential offshore wind grid connection locations, current thermal power stations, salt cavern storage sites and the
existing gas transmission system. Downstream gas assets could then be potentially repurposed to hydrogen in the future to support
an industrial hydrogen cluster, including the production of synthetic e-fuels. By 2040, the report foresaw development of
hydrogen interconnection infrastructure to GB and Rol. Considering NI's comparatively more significant biomethane opportunity
relative to GB, it was projected that the equivalent of 20-30% of properties in NI may be supplied with hydrogen by 2050.

The Mutual Energy Limited annual report includes consolidated energy usage and emissions disclosures for the Mutual Energy
group as required under the Companies Act 2006 (Strategic Report and Directors’ Reports) Regulations 2013 and Companies
(Directors’ Report) and Limited Liability Partnerships (Energy and Carbon Report) Regulations 2018.
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Ballylumford Power-to-X Project

In 2022, Mutual Energy joined with other partners B9 Energy, Islandmagee Energy Storage and the Net Zero Technology
Centre to undertake Phase One of the Ballylumford Power-to-X project. This assessed the feasibility of storing surplus
renewable electricity in the form of hydrogen and then reconverting this back to electricity when required, for example when
wind generation is low.

The viability study, funded by the UK Government, looked at the potential of grid connected electrolysis producing green
hydrogen for storage in an underground salt cavern, alongside distribution and use in power generation, in a first-of-a kind
solution to the curtailment problem. The work completed included a front-end engineering study (FEED) that has produced
valuable knowledge and practical experience of developing strategic hydrogen infrastructure, critical to helping Northern
Ireland and the wider UK meet their decarbonisation obligations.

The FEED study found that the project was technically feasible. With a flexible proton exchange membrane (PEM) type
electrolyser, it would be able to match the changes in wind generation in real-time. A 100% hydrogen pipeline would be
deliverable with the appropriate design and approach to safety and asset management, as would salt cavern storage. Finally,
existing electricity generators can operate with a 40-60% hydrogen blend, however the FEED study demonstrated that
generator manufacturers are developing turbines that are compatible with 100% hydrogen fuel.

While there are no real technical blockers to the project progressing, there are commercial and regulatory issues which would
need to be overcome. For salt cavern storage to be commercially viable, for example, this project would need to operate at a
significant scale. A 100MWe electrolyser operating at 40% duty factor would need to run for around one year to fill a single
gas cavern with hydrogen, for example.

Additionally, hydrogen needs an appropriate regulatory framework to provide the certainty required by investors, as well as
protect energy consumers. It should be regulated in the same way that the natural gas network is currently regulated in order to
boost investor confidence.

While the project would need to be developed at scale to make it viable, there is a significant issue in terms of lack of demand
for hydrogen. While it will clearly be required for the energy transition, currently there is insufficient demand for hydrogen in
Northern Ireland. Rapid development of government policy and funding is urgently required to stimulate growth in hydrogen

demand in Northern Ireland, for example by setting target dates for electricity generators to move to 100% hydrogen.

Finally, there needs to be a variety of sources of hydrogen demand to minimise risk for investors. Having a single large user of
hydrogen would not be enough. To this end, hydrogen blending into the existing gas network could create a diverse ‘demand
sink’ to reduce risk to investors in hydrogen production.
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Strategic objective: Manage market changes and regulatory developments to minimise risks to the
Northern Ireland consumer

The Gas Market Operator for Northern Ireland (GMO NI) monitors the potential for market changes and regulatory developments
through various methods including Shipper and industry feedback from bilateral meetings, forums and questionnaires, attending
external forums and webinars on future potential developments, and attending various working groups on specific aspects of gas
market and regulatory change. During the 2022/23 year GMO NI facilitated and held 5 Shipper forums and 4 other forums as well
as 14 direct bilateral meetings with various individual Shippers relating to topical matters regarding the gas market. GMO NI held
10 update meetings with NTAUR and the TSOs, along with facilitating 3 webinars ensuring that its activities were communicated
to key stakeholders and gaining input accordingly. In terms of working groups these include the ENTSOG — UK TSO Task Force,
and the Moffat Interconnectors Group as well as local working groups on biomethane.

The above engagement activities are essential in the process of managing change to ensure that the gas market rules remain
suitable for the current climate and in line with legislation or relevant regulations. It is also essential to be proactive in gaining
foresight for any changes whether they may be driven by the market or regulation and to ensure that these are acceptable to the NI
TSOs. GMO NI manages change through its market improvement register.

Market improvements implemented (KPI 7)

The GMO NI Market Improvement Register is reviewed quarterly and

considers changes in the following areas, all weighted depending on their KP17: Market improvements
significance: implemented
e Market: Changes which improve transparency/information provision or 15 : —_

may increase efficiency, flexibility or liquidity and therefore directly
benefit the Shipper either via cost savings or otherwise
Operational: Changes that improve the operation of the network
External: Includes work such as accommodating a new connection poiat
onto the network or a regulatory change that requires updates to the
business

e Process: Changes which are beneficial to Shippers or the transporters in
their daily interactions associated with the NI gas transmission market

s I I

March 20March 21March 22March 23

No. completed in year
v

There were 8 changes implemented in the year ending 31 March 2023. Some of these changes were very impactful, such as the
implementation of aggregate balancing across Northern Ireland. This change means that, rather than having to balance across
individual networks, shippers only have to balance across Northern Ireland as a whole. This substantial change accommodates the
injection of biomethane at distribution level and the associated trading and transportation across NI and indeed back to GB in
order to access subsidies. Without these arrangements biomethane injection would be unlikely to be viable.

In anticipation of the main entry point to Northern Ireland, the Moffat Entry Interconnection Point, being full at some point in
2023 or 2024, the GMO conducted a pro-active messaging campaign encouraging Shippers to start considering registering for the
South North Interconnection Point to ensure readiness for this poteatial congested situation. Four Shippers have now registered, or
are in the process of doing so.

Other changes included implementing a process improvement surrounding the submission of Daily Forecasting information from
the Distribution Network Operators to GMO NI.

As of March 2023, there are 20 improvements which are ongoing and include the implementation of Short Term Exit Products,
the introduction of the Kilroot Exit Point for the new gas fired generating units into the code and IT system, investigating
commercial tools to enable efficient management of the NI network in the future, and starting to look at a review of the Virtual
Reverse Flow (VRF) product in NI and associated rules.
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Biomethane Injection

Biomethane (also known as “renewable natural gas”) is produced by biogas upgraders which remove the CO2 and other
impurities to become an almost identical composition to natural gas. Biomethane is produced from biogas that is derived from
organic matter such as human waste/sewage, food waste, distillery waste or agricultural materials. These materials naturally
decompose in a relatively short period to produce CO2. If the material is digested anaerobically then methane is produced
which when bumed will produce the same CO2 expected if the material had decomposed naturally.

Biomethane has the same characteristics as natural gas and can be injected into the grid with benefits for energy transition and
the reduction of greenhouse gas emissions. Mutual Energy has been developing arrangements to support and enable the
injection of biomethane into the gas network in conjunction with GNI (UK), the Distribution System Operators and NIAUR.

The gas distribution networks are in the process of dealing with a number of applications for biomethane injection points,
which, if and when they are constructed, will meet a substantial portion of gas demand in Northern [reland. We have already
made changes to the NI Network Gas Transmission Code (Code) and the gas transportation IT System (Delphi) to support the
injection of biomethane into the distribution network to ensure that the injected biomethane market potential is maximised - i.e.
that it can be injected in any distribution zone and transported anywhere in Northemn Ireland, traded with other entities at the NI
balancing points or transported virtually back to GB or [reland if required to avail of certain incentive schemes. For this to
happen it was necessary for a Shippers portfolio, at an NI level, to include all inputs and outputs whether at distribution or
transmission level, and it’s this “aggregate balancing” that was implemented during the financial year to help enable the
biomethane revolution.

Such is the scale of the potentiat for biomethane in Northern Iretand, we expect to need to move the biomethane back from the
distribution networks into the transmission network for wider use, particularly in the summertime.
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Stakeholders, relationships and resources

The interests of the Company’s stakeholders are considered through interactions with shippers at shipper forums and through face-
to-face meetings. Formalised reporting to and regular calls and meetings with financiers and rating agencies are carried out.
Regular engagement is carried out with key contractors in line with each contract management plan. Meetings are held with the
Consumer Council to ensure consumer interests are taken into consideration. More information on our stakcholders is set out
below.

Customers

All Mutual Energy businesses supply, not to the end consumer, but to the large gas shippers or electricity suppliers and traders in
the energy markets.

The Premier Transmission Pipeline System provides a service to shippers from Moffat in Scotland to exit points at EP
Ballylumford, the connection with Gas Networks Ireland (NI) (*GNTI’) pipelines at Carrickfergus, Belfast Gas exit points in
Belfast and Larne, and West Transmission’s exit points at Maydown and in the West of Northem Ireland via offtakes from
GNI(UKY)’s pipelines. A total of 19 shippers (2022: 19) are currently registered to use our gas system.

Partners and contractors

There has been no change to the major outsourced contractors in the year with SGN carrying out the routine maintenance,
emergency response, and monitoring our system from their gas control centre in Horley, outside London.

Regulators and government departments

The Mutual Energy group works closely with the NIAUR and the Department for the Economy (DfE), where appropriate, to
ensure that the interests of Northern Ireland’s energy consumers are protected. Following the publication of DfE’s Energy
Strategy in December 2021 the Mutual Energy group continues to work with the Department to determine how we can assist with
this move towards a low carbon environment.

Bondholders and financiers

The directors are very conscious of their obligations to the bondholders and noteholders in the finance documents. In addition to
complying with their other reporting obligations, they make available to financiers copies of the Annual Report.

Staff

The Mutual Energy group is committed to maintaining a high quality and committed workforce. Our vision is to have an
innovative corporate culture and employees who will look to constantly improve all aspects of the business to achieve the
corporate strategy.

The Mutual Energy group employs a personal performance evaluation system with assessment of targets and training needs to’
encourage performance. Succession planning is periodically reviewed by the board. Remuneration is linked to performance
throughout the organisation.

Employee diversity

The Mutual Energy group recognises the importance of diversity amongst its employees and is committed to ensuring that
employees are selected and promoted on the basis of merit and ability, regardless of age, gender, race, religion, sexual orientation
or disability. The gender split across the Premier Transmission group as at 31 March is illustrated in the table below:

2023 2022
Male Female Male Female
Board 2 - 2 -
Senior Management 2 - 2 -
All employees & Board 11 4 12 3
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Stakeholders, relationships and resources (continued)
Social, community and human rights issues

The Mutual Energy group has a fundamental community focus through its purpose: to own and operate energy infrastructure in
the long-term interest of energy consumers in Northern Ireland. This is also reflected through all of our strategic objectives which
include cost effective operation to deliver savings and minimise risks of market change to Northern Ireland consumers. More
information on how the Company delivers these objectives can be found on pages 2 to 15.

The Mutual Energy group also continues to consider its impact on the environment and remains committed to reducing our energy
consumption and related emissions where possible, as well as reducing our wider impacts such as resource use and waste to
landfill. The Mutual Energy group ensures robust Health & Safety systems are in place as discussed on page 21, for the benefit of
employees, contractors and the wider public. We comply with the Employments Rights Act, Modern Slavery Act and all other
applicable UK law as an absolute minimum and recognise the importance of treating all of our employees fairly. We are
committed to conducting business in an honest and ethical manner and act according to our Code of Ethics, which is integral to
our business and sets out a range of principles we adhere to. We do not tolerate bribery or corruption of any kind and are
committed to acting professionally, fairly and with integrity in all our business dealings and relationships. The Mutual Energy
group is a member of Business in the Community and continues to explore options for positive improvements to our environment,
community and workforce.

Risk management

Risk management is overseen by Mutual Energy on behalf of the whole Mutual Energy group. The Mutual Energy group’s risk
process was revised during 2021/22 to ensure that risk appetite is more clearly defined and that risk assessment is fully embedded
throughout all areas and levels of the business, ensuring effective risk management. The revised process is now well established
and has improved risk management across the business.

Risk management structure

The Mutual Energy Board approves the overall risk management process and the Audit and Risk committee approves all the
policies covered by the framework. The new process ensures that people at all levels of the Mutual Energy group feed into the risk
assessment process. Staff from each business function meet quarterly to identify and assess the risks faced and the functional risk
registers produced at these meetings are then shared with senior management. Senior management also meet quarterly to identify
strategic risks, taking into consideration the functional risks reported.

Strategic risks are reported to the Asset Oversight Committee and Audit and Risk Committee at least twice yearly, with an annual
review of these also being carried out by the Board.

Responsibility for ensuring compliance with the policies is delegated to the Audit and Risk Committee who delegate asset-related
risks (including Health & Safety) to the Asset Oversight Committee. The Asset Oversight Committee reports to the Audit and
Risk Committee after each meeting. ‘

Assessment of risk was carried out, throughout the year ended 31 March 2023 and up to the date of approval of the annual report
and financial statements, in line with the risk process in effect at that time.

Control is maintained through a management structure with clearly defined responsibilities, authority levels and lines of reporting;
the appointment of suitably qualified staff in specialised business areas; a comprehensive financial planning and accounting
framework and a formal reporting structure. These methods of control are subject to periodic review as to their continued
suitability.

The Mutual Energy Board, Audit and Risk Committee, and Asset Oversight Committee review the risk registers regutarly and
consider the approach to risk recording, management, and mitigation and how this remains appropriate in the current market

environment. The Mutual Energy Board, during its annual review of the effectiveness of the group’s internal control and risk
management systems, did not identify, nor was advised of, any failings or weaknesses which it has determined to be significant.



Premier Transmission Limited

Strategic report for year ended 31 March 2023 (continued)

Risk management (continued)
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The Mutual Energy group’s system of internal control is designed to manage rather than eliminate the risk of failure to achieve
business objectives and can provide only reasonable, and not absolute, assurance against material misstatement or loss.

The principal risks of Mutual Energy relevant to the Company are set out below.

Operational risk

The risk of loss resulting from inadequate or failed internal processes, people and systems, or from external events. The risk encompasses
internal failures, such as poor processes or insufficient or untrained siaff, and external actions such as cyber threats, or 3rd party accidental or
malicious actions which restrict the ability of our asseis to operate, either physically or commercially.

Risk description and potential impact

Mitigations and actions taken

Risk trend

Ineffective processes, procedures or
management of third party activities enable
ignorant or negligent third parties to cause
catastrophic failure of the pipelines or cables
onshore or offshore leading to loss of gas
supply, costly and lengthy repairs and
reputational damage.

Experienced qualified maintenance subcontractors are used and are
managed through the contractual process, frequent performance
monitoring, and maintaining a high standard of eligibility for tendered
work. As part of this process, we require the contractors to work under a
set of processes and procedures which enable us to manage the associated
risks of the networks.

Reliance on 3rd Parties to supply business
critical services can result in counterparty
risk. Exposure to a limited number of
counterparties interested in providing services
could lead to uncompetitive pricing.

Contract management plans are in place which identify key deliverables
and ensure regular reporting and meetings with contractors. Due diligence
is performed where required to ensure financial stability. Termination
rights and exit planning are in place where appropriate.

Health & safety risk: Failure to maintain
robust and effective health and safety
practices, or failure to identify and manage
wellbeing in the workforce may lead to injury
to staff, contractor or public or have an
adverse impact on the organisation’s
operations.

A Health & Safety policy, management system, and plans are in place
which are reviewed annually. Risk assessments, method statements,
audits, inspections and training are regularly performed.

People and HR risk: The failure to effectively
manage talent, ensure appropriate training
and resourcing, retain and motivate
competent staff and plan for leadership
succession could impede the realisation of
strategic objectives.

The business operates a performance-based culture with competitive pay
and conditions benchmarked against the market, engaging closely with
staff and utilising performance management and development
programmes and succession planning. Human Resource policies are in
place, the operation of which mitigate risks in this area. Risk has increased
in this area due to skills shortages observed in the market and difficulties
recruiting staff.

Business continuity risk: One-off events or
public health emergencies, epidemics or
pandemics, have the potential to significantly
impact the Company’s operations through a
fall in demand for the Company 's
products/services, a reduction in stafT
availability and business interruption.

Risks associated with long term weather, or
ground condition, flooding etc associated
with climate change are included in this
risk.

A business continuity plan is in place, with key tasks identified and more
than one individual trained in each. This system has been thoroughly
tested and is proven to work well.

$ ¥ 3 ¥ &
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Risk management (continued)

Operational risk (continued)

Risk description and potential impact Mitigations and actions taken Risk trend

IT and cyber risk: The business is dependent
on information and operational technology
systems to support its business activities. Any
significant operational event, whether caused
by external attack, insider threat or error,
could lead to loss of access to systems or
data, adversely impacting business operations
across both the [Information Technology and
Operational Technology networks.

A business continuity plan is in place with resilient infrastructure and
disaster recovery environments available. A Cyber Security Policy is in
place along with access security and protocols. Penetration testing is
carried out at regular intervals. The business liaises with the National
Centre for Cyber Security and the Centre for the Protection of National
Infrastructure and utilises security consultants as required.

»

Gas system flexibility deteriorates: Either
through increases or changes in demand
profile or reductions in upstream pressure or
changes in rules we are unable to provide the
flexibility our customers expect, even if we
are operating within our contractuat
entitlement.

Longer term systems planning is in place through annual gas capacity
statement. The Northern Ireland network code and upstream
Transportation Agreement with GNI(UK) define the business rules and
capacity levels. Capacities and pressures are monitored to make sure they
are not breached. System constraint arrangements and emergency
response arrangements are in place. Generation load on the gas network is
expected to increase significantly in the near term and this will lead to
additional challenges in managing the network.

»

Security of supply risk: Single point of
failure, including pipelines and critical
equipment, could fail and lead to loss of gas
supply for an unacceptable amount of
customers for a sustained period.

A gas asset management system is in place based on the “Plan, Do, Check,
Act” approach. There is currently an increased level of interaction with
NIAUR and DfE in relation to security of supply in order fully explore the
risk and mitigation options.

New Risk

Financial risk

The risk of failing to safeguard the organisation’s assets. financial impropriety or financial misreporting. Inadequate financing, liquidity
problems, non-compliance with covenants, market changes or failure of counterparties could lead to failure of financial structure. It includes
Sraud risk which is seen as the risk of internal or external fraud leading to financial loss, service disruption and reputational damage.

Risk description and potential impact

Mitigations and actions taken

Risk trend

Poor financial management could result in
breach of financing covenants,
compliance failure or financial loss.

Controls are in place which cover authority limits, budgeting and financial
processes and the overall governance structure A strict ring back process is in
place to verify payee changes.

Inadequate financing, liquidity problems,

Financing costs from borrowing arrangemenis arc fully recovered through

non-compliance with covenants, market
changes or failure of counterparties could
lead 10 failure of financial structure.

income allowances reducing the Group’s exposure to inflation risk. Processes
are in place to monitor covenant compliance and there is active management
of market changes. Treasury policies are aimed at minimising the risks
associated with the Company’s financial assets and liabilities and financial
counterparty failure clauses are included in financing documents. The
Company has low liquidity risk due to its strong cash flows and the reserve
accounts and liquidity facilities required by its financing documents. The
required reserve accounts remain fully funded and £15m of liquidity facilities
were in place throughout the year. Business planning processes are in place 10
identify cash requirements in advance.

»
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Business environment and market risk
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The risk to the organisation of potentially failing to meet its objectives following significant changes or negative events within the external
environment in which it operates. Examples of external risk include but are not limited to: sectoral risks such as Brexit; the impact of global
Jactors and market conditions such as economic slowdown; external political environment or ‘global shocks " such as terrorist attacks; extreme
weather evenis, third party damage o assets eic.

Risk description and potential impact Mitigations and actions taken Risk trend
Market changes for gas and electricity in Licence provisions implementing the postalised charges system in the gas
Northern Ireland could result in reduced business are designed to offset the impact of such changes. An influencing
volumes transported through the assets, strategy is in place to positively impact market developments. Recent and
insufficient revenue recovery, default on future market development are discussed on pages 14 and 15. Risk has
debt, damage to reputation of mutual increased in the period due to the need for market changes to meet
model or fines. decarbonisation targets.
Longer term the market changes could be
driven by climate change and net zero
targets.
Political and regulatory risk
Risks driven by regulatory or political attitudes to the industry generally or the Company in particular.
Risk description and potential impact Mitigations and actions taken Risk trend

As the business is regulated it is exposed
to regulatory risk. Changes in economic
regulation or govemment policy could
have an adverse impact on our financial
position.

The Mutual Energy group’s relationships with NIAUR and DfE are managed
at senior level through frequent meetings and correspondence in line with the
group’s communication strategy. The business coordinates with other EU
system operators on EU issues. A proactive approach is taken to consultations
on any issue which could affect the Company’s business interests, with legal
advice sought where appropriate.

»

As the Company is subject to growing
number of laws and regulations, the cost
of compliance or the failure to comply
with current and future iaws/regulations
may negatively affect the Company’s
business and our financial position.

There is a full suite of processes in place to ensure compliance. Our asset
management systems and Health and Safety management and environmental
systems are essential in ensuring legislative compliance.

»

Project delivery risk

The risk of an event or occurrence that may negatively impact on the delivery of a project.

Risk description and potential impact

Mitigations and actions taken

Risk trend

Poor contracting or management,
insufficient resources or extreme weather
could cause project delays resulting in
financial losses, reputational damage,
darmage to assets or loss of availability.

A project governance structure exists with sufficiently qualified and trained
resources. Controls are project specific, but centre round project execution
plans and project governarice arrangements for each project. Contractors are
closely monitored and stakeholder engagement plans and insurance are in
place.

»
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Corporate strategy and communication risk

The risk associated with failure to achieve the strategic and business objectives. Inadequate corporate strategy and communication with external

21

stakeholders could resull in reputational damage, regulatory action, loss of support from members or lost growth opportunities.

Risk deseription and potential impact

Mitigations and actions taken

Risk trend

[nadequate corporate strategy and
communication with external stakeholders
could result in reputational damage,
regulatory action, loss of support from
members or lost growth opportunities.

The Mutual Energy Board retains responsibility for strategy as a reserved
matter and manages commuaications directly in line with its communication
plan, using outsourcing as appropriate. A member of staff has been appointed
to have oversight of the day to day operation of Mutual Energy group
communications and management of the external consultant.

»

Risk of failure to develop brand and
reputation to successfully deliver on
strategic objectives.

The key control in this area is the communications plan and Board’s
involvement in this. As part of the execution of the current communications

plan, there has been extensive recent engagement with the relevant politicians.

»

Failure to prepare for energy transition
and/or inadequate operating model to
support the energy transition could result
in significant financial, operational and
reputational impacts.

The Mutual Energy group’s decarbonisation strategic objective ensures the
Board’s cycle of strategy evaluation and business planning gives explicit
regard to energy transition. This, along with investment in an energy
transition staff, seeks to involve the business as much as possible in future
devetopments and manage the risk in this area.

»

Gas industry wide co-ordination is relatively new, has become more formal
and progress is now being made as resources are applied from all companies.

Health, Safety and Wellbeing

The Mutual Energy group continues to put a high value on the Health and Safety of its operations and the wellbeing of the staff is
considered extremely important to the business.

The Mutual Energy group has a comprehensive Health and Safety Management System (HSMS) which is based on HSE’s HSG
65 ‘Successful Health and Safety Management’ and the revised joint Institute of Directors / Health & Safety Executive guidance
“Leading Health and Safety at Work”. HSG 65 was substantially revised in December 2013 and re-titled ‘Managing for Health
and Safety’ and is now based on the “Plan, Do, Check, Act” approach which achieves a balance between the systems and .
behavioural aspects of management. It also treats Health and Safety management as an integral part of good management
generally, rather than a stand-alone management system. In addition, the Mutual Energy group has incorporated a number of
wellbeing strategies into the Health and Safety Management System.

A Royal Society for the Prevention of Accidents (RoSPA) Quality Safety Audit was carried out in 2021, with an improvement
having been obtained on the already strong result from the previous audit in 2018/19. A plan to deliver the recommendations and
further considerations was put into place to progress any further improvements identified.

Our gas business runs simulated gas emergency exercises to ensure a robust response plan is in place to manage gas supply
emergencies and pipeline incidents. Mutual Energy Limited, as the Northern Ireland Network Emergency Co-ordinator (NINEC),
coordinated the annual Gas Supply Exercise in November, testing the response to an incident on one of the Gas Transmission
Pipelines in Northern Ireland. Gas operators, SONI, UR, DfE and HSE participated in the event,; lessons learnt are being
implemented and another exercise is planned for November 2023,

The Mutual Energy group is committed to good environmental performance and holds under review its policies and strategies to
monitor and deliver on this commitment, in the context of shifting societal awareness and priority on improving environmental
performance. No breach of any environmental licence or permits {(which included those issued for Gas to the West construction
and subsea surveys) were recorded in the year.
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Forward-looking statements

The Strategic report contains forward-looking statements. Due to the inherent uncertainties, including both economic and business
risk factors underlying such forward-looking information, the actual results of operations, financial position and liquidity may
differ materially from those expressed or implied by these forward-looking statements.

By order of the Board

2

Gerard Mcllroy
Director
26 June 2023



Premier Transmission Limited 23

Directors’ report for the year ended 31 March 2023
The directors present their annual report and the audited financial statements of the Company for the year ended 31 March 2023.

General information on the Company can be found on page 1 and within note 1 to the financial statements.

Results and dividends

The Company’s profit for the year is £2,063,000 (2022: £3,387,000). The directors do not recommend the payment of a dividend
(2022: £nil).

A review of our operational and financial performance, research and development activity, current position and future
developments is included in our Strategic report and is included in this report by cross-reference.

Directors
The directors, who served the Company during the year, and up to the date of signing the financial statements, were:

Patrick Anderson

David Gray

Patrick Larkin

Harold McCracken

Gerard Mcllroy

Michael McKeman

Christopher Murray (resigned 29 September 2022)
Ceri Richards

Going concern

The Company is cash generative and is forecast to remain cash positive. The forecast cash generated is adequate to meet the
Company’s liabilities as they fall due over the 12 months from the date of approval of the financial statements including the
scheduled partial repayment of bond capital and interest. In the unlikely event that a change in circumstances results in the
Company being short of adequate cash to service the bond an arrangement approved by the Northern Ireland Authority for Utility

Regulation would be triggered which would ensure bond payments are made. Accordingly, the directors consider it appropriate to
adopt the going concern basis in the preparation of the financial statements.

Post balance sheet events

There were no subsequent events that need to be brought to the attention of the users of the financial statements.
Directors indemnities

The Company has made a qualifying third party indemnity provision for the benefits of its directors during the year and it
remained in force at the date of this report.

Political contributions
The Company has not made any political donations or incurred any political expenditure in the current year (2022: £nil).
Other information

An indication of likely future developments in the business have been included in the Strategic Report on pages 2 to 22.



Premier Transmission Limited 24

Directors’ report for the year ended 31 March 2023 (continued)

Statement of directors' responsibilities in respect of the Strategic Report, the Directors’ Report and
the financial statements

The directors are responsible for preparing the Strategic Report, Directors’ 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 they have elected to
prepare the financial statements in accordance with FRS 101 Reduced Disclosure Framework.

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, the directors are required to:

setect suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;
state whether applicable Accounting Standards have been followed, subject to any material departures disclosed and
explained in the financial statements;

¢ assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern;
and

o use the going concern basis of accounting unless they either intend to liquidate the Company or to cease operations, or
have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financiat position of the Company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They are responsible for such internal controls as they
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error, and have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the
Company and to prevent and detect fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the
company's website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements and
other information included in the Directors report may differ from legislation in other jurisdictions.

Statement of disclosure of information to auditor
So far as each of the directors in office at the date of approval of these financial statements is aware:

e there is no relevant audit information of which the Company’s auditor is unaware; and
e they have taken all the steps that they ought to have taken as directors in order to make themselves aware of any relevant
audit information and to establish that the Company’s auditor is aware of that information.

Auditor

Pursuant to section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and Grant Thornton (NI) LLP
will therefore continue in office.

On behalf of the Board

Gatard Mcllroy ; 26 June 2023

Director

First Floor

The Arena Building
85 Ormeau Road
Belfast

BT7 ISH
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Independent auditor’s report to the members of Premier Transmission
Limited

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Premier Transmission Limited (“the Company”), which comprise the
Statement of profit and loss and other comprehensive income; the Balance sheet and the Statement of changes in
Equity for the year ended 31 March 2023, and the related notes to the financial statements, including a summary of
significant accounting policies.

The financial reporting framework that has been applied in the preparation of the financial statements is applicable
law and accounting standards issued by the Financial Reporting Council including FRS 101 “Reduced Disclosure
Framework” (United Kingdom Generally Accepted Accounting Practice).

In our opinion, Premier Transmission Limited’s financial statements:

e give a true and fair view in accordance with United Kingdom Generally Accepted Accounting Practice of
the financial positon of the Company as at 31 March 2023 and of its financial performance for the year then
ended; and

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

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 ‘Responsibilites of the auditor 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 United Kingdom, including the FRC’s
Ethical Standard and the ethical pronouncements established by Chartered Accountants Ireland, applied as determined
to be appropriate in the circumstances for the entity. We have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obrained is sufficient and appropriate to provide a
basis for our opinion.

Conclusions relating to going concern
In auditng the financial statements, we have concluded that the directors’ use of going concern basis of accounting
in the preparation of the financial scatements is appropriate.

Based on the work we have performed, we have not identifted 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 2 period of at least twelve months from the date when the financial statements are authodsed for issue.

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

Other matter
The financial stacements of Premier Transmission Limited for the year ended 31 March 2022, wece audited by KPMG
who expressed an unmodified opinion on those statements on 1% July 2022.

Other information

Other information comprises information included in the annual report, other than the financial statements and our
auditor’s report thereon, including the Strategic Report and the Directors’ Report. The directors are responsible for
the other information. Our opinion on the financial statements does not cover the other information and, except to
the extent otherwise explicidy stated in our report, we do not express any form of assurance conclusion thereon.
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Independent auditor’s report to the members of Premier Transmission
Limited

Other information (continued)

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 informadon 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 materal
inconsistencies in the financial statements, 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 regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
e 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 has been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not idenufied any material misstatements in the Strategic Report and the Directors’ report. We have
nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,
in our opinion:

e 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 or returns; or
¢  cermain 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.

Responsibilities of management and those charged with governance for the financial
statements

As explained more fully in the Directors' responsibilities statement, management is responsible for the preparation of
the financial statements which give a true and fair view in accordance with United Kingdom Generally Accepted
Accountng Practice, including FRS 101, and for such internal control as directors detecmine necessary to enable the
preparation of financial statements are free from matecal misstatement, whether due to fraud or error.

In peeparing the financial statements, management is responsible for assessing the Company’s ability to contnue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the company or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Responsibilities of the auditor for the audit of the financial statements

The objectives of an auditor are to obtain reasonable assurance about whether the financial statements as a whole arce
free from material misstatement, whether due to fraud or error, and (o issue an auditor’s report that includes their
opinion. Reasonable assurance is 2 high level of assurance, butis 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 an auditor’s responsibilities for the audit of the financial statements is located on the

Financial Reporting Council’s website at: www. frc.org uk/auditorscesponsibilities. This description forms part of

our auditor’s report. :
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Independent auditor’s report to the members of Premier Transmission
Limited

Responsibilities of the auditor for the audit of the financial statements (continued)

Explanation as to what extent 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, 1o detect material misstatements in respect of ircegularities, including
fraud. Owing to the inherent limirations of an audit, there is an unavoidable risk that material misstatement in the
financial scatements may not be detected, even though the audit is properly planned and performed in accordance
with the ISAs (UK). The extent to which our procedures are capable of detecting irregulanties, including fravd is
detailed below.

Based on our understanding of the Company and industry, we identified that the prncipal risks of non-compliance
with laws aad regulations related to compliance with Prudental Regulatory Authorty, and Financial Conduct
Authonty, Data Privacy law, Employment Law, Environmental Regulations, Pensions Legisladon, Health & Safety
and the Udlities Regulator in Northern Ireland, and we considered the extent to which non-compliance might have a
material effect on che financial statements. We also considered those laws and regulations that have 2 direct impact on
the preparation of the financial statements such as the Companies Act 2006 and UK tax legislaton. The Audit
engagement pactner considered the experence and expertise of the engagement team to ensure that the team had
appropriate competence and capabilities to identify or recognise non-compliance with the laws and cegulation. We
evaluated management’s incentives and opportunitics for fraudulent manipulation of the financial statements
(including the rsk of oveeride of controls), and determined that the principal risks were celated o posting
inappropriate journal entries to manipulate financial pecformance and management bias through judgements and
assumptions in significant accounting estimates, in particular in relation to significant one-off or unusual transactions.
We apply professional scepticism through the audit to consider potential deliberate omission or concealment of
significant transactions, or incomplete/inaccurate disclosures in the financial statements.

In response o these principal risks, our audit procedures included but were not limired to:

®  enquides of management board and audit committee on the policies and procedures in place regarding
compliance with laws and regutations, including consideration of known or suspected instances of non-
compliance and whether they have knowledge of any actaal, suspected or alleged fraud;

e inspection of the Company’s regulatory and legal correspondence and review of minutes of board and audit
comrmittee meetings during the year to corroborate inquiries made;

¢  gaining an understanding of the entity’s current activites, the scope of authorisation and the effectiveness of
its control environment to mitigate risks related to fraud;

e  discussion amongst the engagement team in relation to the identified laws and regulations and regarding the
risk of fraud, and remaining alert ro any indicadons of non-compliance or opportunities for fraudulent
manipulation of financial statements throughout the audit;

¢  idendfying and testing journal entries to address the risk of inappropriate journals and management override
of controls;

®  designing audit procedures to incorporate unpredictability around the natuse, timing or extent of our testing;

e  challenging assumptions and judgements made by management in their significant accountng estimates,
including the estimate useful economic life of assets; and judgements made in the ongoing implementation
of IFRS 16: leases; and

* revicw of the financial statement disclosures to underlying supporting documentation and inquides of
management.
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Independent auditor’s report to the members of Premier Transmission
Limited

Responsibilities of the auditor for the audit of the financial statements (continued)

Explanation as to what extent the audit was considered capable of detecting imegularities, including
fraud (continued)

The primary responsibility for the prevention and detection of icregularities including fraud rests with those chacged
with governance and management, As with any audit, thére remains a risk of non-detection or irregularities, as these
may involve collusion, forgery, intentional omissions, misrepresentations or override of internal controls.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s members, as a body, in accordance with chaprer 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 ace 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 members as
a body, for our audit work, for this report, or for the opinions we have formed.

Louise Kelly (Sentor Statutory Auditor)

For and on behalf of

Grant Thornton (NI) LLP

Chartered Accountants & Statutory Auditors
Belfast

Northern Iretand
26" June 2023
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Profit and loss account and other comprehensive income for the year ended 31 March
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2023

2023 2022

Note £°000 £°000

Revenue - continuing operations 2 27,134 32,244
Operating expenses 3 (13,082) (19,890)
Operating profit 14,052 12,354

Finance income and similar income S 847 215
Finance expense and similar expenses 5 (12,181) (5,701)
Finance expenses - net 5 (11,334) (5,486)

Profit before tax 2,718 6,868
Tax on profit 6 (655) (3,481)

Profit and total comprehensive income for the financial year 14 2,063 3,387

All results arise from continuing operations.

The notes on pages 32 to 46 are an integral part of these financial statements.
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2023 2022
Note £000 £000
Fixed assets
Tangible assets 7 60,663 62,445
[nvestments 8 2 2
60,665 62,447
Current assets
Debtors 9 65,595 61,388
Stocks 10 57 57
Financial assets 1t 32,728 28,777
Cash at bank and in hand 12 8,714 11,168
107,094 101,390
Total assets 167,759 163,837
Capital and reserves
Called up share capital 13 861 861
Share premium account 13 14,012 14,012
Profit and loss account 14 43,001 40,938
Total equity 57,874 55,811
Non-current liabilities
Creditors: amounts falling due after one year 15 90,318 83,085
Borrowings 15 3,057 3,214
Deferred tax liabilities 16 8,691 8,900
102,066 95,199
Current liabilities
Creditors: amounts falling due within one year 17 7,662 12,660
Borrowings 17 157 166
Corporation tax payable - 1
7,819 12,827
Total liabilities 109,885 108,026
Total reserves and liabilities 167,759 163,837

The notes on pages 32 to 46 are an integral part of these financial statements.

The financial statements on pages 29 to 46 were authorised for issue by the Board of Directors on 26 June 2023 and were signed

on its behalf by:

A7 L

Patrick Larkin
Director

Premier Transmission Limited

Gerard Mcllroy
Director

Registered number: N1026421



Premier Transmission Limited 3

Statement of changes in equity for the year ended 31 March 2023

Share
Called up premium Profit and

share capital account loss account Total equity

£°000 £°000 £°000 £°000

At ] April 2021 861 14,012 37,551 52,424
Total comprehensive income for the year - - 3,387 3,387
At 1 April 2022 861 14,012 40,938 55,811
Total comprehensive income for the year - - 2,063 2,063
At 31 March 2023 861 14,012 43,001 57,874

The notes on pages 32 to 46 are an integral part of these consolidated financial statements.
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Notes to the financial statements for the year ended 31 March 2023

1 Accounting policies and critical accounting estimates/judgements
General information

The Company’s principal activity during the year was the operation of the Scotland Northern Ireland pipeline which links the gas
transmission systems of Northern Ireland and Scotland. The Company is a private company limited by shares and incorporated,
registered and domiciled in Northern Ireland. The registered number of the Company is N1026421 and the address of its registered
office is First Floor, The Arena Building, 85 Ormeau Road, Belfast, BT7 ISH.

The financial statements are presented in Sterling and all values are rounded to the nearest thousand pounds (£°000) except
when otherwise indicated. All of the Company’s assets and liabilities are denominated in Sterling. These financial statements
were authorised for issue by the Board of Directors on 26 June 2023 and were signed on their behalf by Patrick Larkin and
Gerard Mcllroy. 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.

The financial statements have been prepared on a going concern basis, under the historical cost convention.
Basis of preparation

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framewark
("FRS 101"). In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of UK-adopted international accounting standards ("Adopted IFRSs"), but makes amendments where necessary in
order to comply with Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptions has been
taken.

Note 22 gives details of the Company’s parent and from where its consolidated financial statements prepared in accordance with
UK-adopted iAS may be obtained.

The disclosure exemptions adopted by the Company in accordance with FRS 101 are as follows:

A cash flow statement and related notes have not been presented,;

The Company's capital management policy has not been presented;

The effects of new but not yet effective [IFRSs has not been presented;

Comparative information in respect of tangible assets has not been presented;

Related party disclosures between entities that are wholly owned within the Mutual Energy group have not been given;

The requirements of the second paragraph of paragraph 110 and paragraphs 113(a), 114,115,118,119(a) and 129 of IFRS 15
‘Revenue from contracts with customers’;

®  The requirements of paragraph 52, and 89 and paragraphs 90-93 and paragraph 8 of IFRS 16 ‘Leases’ and
¢ Disclosure in respect of the compensation of key management personnel has not been presented.

As the consolidated financial statements of Premier Transmission Financing PLC include the equivalent disclosures, the Company
has also taken the exemptions under FRS 101 available in respect of the following disclosures:

¢  Centain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7 Financial
Instrument Disclosures.

Going concern

The Company is cash generative and is forecast to remain cash positive. The forecast cash generated is adequate to meet the
Company’s liabilities as they fall due over the 12 months from the date of approval of the financial statements including the
scheduled partial repayment of bond capital and interest. In the unlikely event that a change in circumstances results in the
Company being short of adequate cash to service the bond an arrangement approved by the Northern Ireland Authority for Utility
Regulation would be triggered which would ensure bond payments are made. Accordingly, the directors consider it appropriate to
adopt the going concern basis in the preparation of the financial statements.
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Notes to the financial statements for the year ended 31 March 2023

1  Accounting policies and critical accounting estimates/judgements (continued)
Newly adopted standards

The Company has adopted the following IFRSs in these financial statements:

Reference to the Conceptual Framework (Amendments to IFRS 3)
e Property, Plant and Equipment: Proceeds before Intended Use (Amendments to [AS 16)
Onerous Contracts — Cost of Futfilling a Contract (Amendments to IAS 37)
Annual Improvements (2018-2020 Cycle):
Subsidiary as a First-time Adopter (Amendments to IFRS 1}
Fees in the * 10 per cent’ Test for Derecognition of Financial Liabilities (Amendments tolFRS 9)
Lease Incentives (Amendments to IFRS 16)
Taxation in Fair Value Measurements (Amendments to IAS 41).

The adoption of these amendments to IFRSs did not result in material changes to the Company financial statements.
Segment reporting

The Company has one business segment, the selling of capacity on the Scotland Northern Ireland Pipeline for the transmission of
gas between Scotland and Northern Ireland and one geographical segment, the United Kingdom. Accordingly segment reporting is
not deemed to be applicable.

Revenue

Revenue comprises the fair value of the consideration received or receivable for the sale of capacity on the Scotland Northern
Ireland Pipeline for the transmission of gas between Scotland and Northern Ireland. All revenue is generated within the United
Kingdom. Revenue is shown net of value-added tax and rebates. Revenue is recognised in accordance with the terms of the
licence issued by the regulatory authority, namely in line with the applicable costs incurred by the Company over the same period.
The Company recognises revenue when the amount of revenue can be reliably measured and it is probable that future economic
benefits will flow to the eatity.

Finance income and finance expenses

Finance income comprises interest income on funds invested, negative interest on leases, net foreign exchange gains and financial
liabilities amortisation. Interest income is recognised as it accrues in profit or loss, using the effective interest method. Finance
expenses include interest expense on borrowings and net foreign exchange losses. Interest expense is recognised as it accrues in
profit or loss using the effective interest method. Borrowing costs that are not directly attributable to the acquisition, construction
or production of a qualifying asset are recognised in profit or loss using the effective interest method.



Premier Transmission Limited 34

Notes to the financial statements for the year ended 31 March 2023
1  Accounting policies and critical accounting estimates/judgements (continued)

Tangible assets

Tangible assets are stated at historical cost less accumulated depreciation and accumulated impairment losses. The initial cost of
an asset comprises purchase cost plus any costs directly attributable to bringing the asset into operation and an estimate of any
decommissioning costs.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognised. An asset is derecognised upon disposal or when no
future economic benefit is expected to arise from the asset. All other repairs and maintenance are charged to the profit and loss
account during the financial period in which they are incurred.

The charge for depreciation is calculated so as to write off the depreciable amount of assets over their estimated useful economic
lives on a straight line basis. The useful economic lives of each major class of depreciable asset are as follows:

Pipeline 58 years
Plant and machinery 15-31 years
Office equipment 3 years
Right-of-use assets 36 years

The assets’ residual values and useful economic lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount.

Leases

The Company does not act as a lessor on any leases. The accounting policies presented below set out the policies for recognising
leases where the Company acts as a lessee.

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, or contains, a lease if
the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

At commencement or modification of a contract that contains a lease component, the Company allocates the consideration in the
contract to each lease component on the basis of their relative stand-alone prices.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is
initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or
before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the asset
or to restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the earlier of
the end of the useful life of the right-of-use asset or the end of the lease term. The estimated useful lives of the asset are
determined on the same basis as those of property, plant and equipment, In addition, the right-of-use asset is periodically reduced
by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Company’s incremental
borrowing rate. The Company uses its incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:
- fixed payments;
- variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date;
- lease payments in an optional renewal period if the Company is reasonably certain to exercise an extension option, and
- penalties for early termination of a lease unless the Company is reasonably certain not to terminate early.
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Notes to the financial statements for the year ended 31 March 2023

1  Accounting policies and critical accounting estimates/judgements (continued)
Leases (continued)

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a change in
future lease payments arising from a change in an index or rate, or if the Company changes its assessment of whether it will
exercise a purchase extension or termination option.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-use
asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

\

The Company presents right-of-use assets in ‘tangible assets’ and lease liabilities in ‘creditors’ in the balance sheet (see notes 7
and 19 respectively).

Short-term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease liabilities for lease of low-value assets and short-term
leases. The Company recognises the lease payments associated with these leases as an expense on a straight-line basis over the
lease term.

Stocks

Stocks represent assets which are intended to be used in order to generate revenue in the short-term to maintain the company’s .
Stocks are stated at the lower of weighted average cost and net realisable value. Wheré applicable, cost comprises direct materials
and direct labour costs as well as those overheads that have been incurred in bringing the inventories to their present location and
condition.

Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any such indication
exists, the Company makes an estimate of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an
asset’s or cash-generating unit’s fair value less costs to sell and its value in use and is determined for an individual asset. Where
the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. Impairment
losses of continuing operations are recognised in the profit and loss account in those expense categories consistent with the
function of the impaired asset.

Reversal of Impairment losses

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased or
no longer exists. An impairnment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Investments
Investments in unquoted companies are recorded at fair value, which is considered to be equivalent to the consideration paid.

Financial instruments
(i) Recognition and initial measurement

Trade debtors and debt securities issued are initially recognised when they are originated. All other financial assets and financial
liabilities are initially recognised when the Company becomes a party to the contractual provisions of the instrument.

A financial asset (unless it is a trade debtor without a significant financing component) or financial liability is initially measured at
fair value plus, for an item not at FVTPL (fair value through profit and loss}), transaction costs that are directly attributable to its
acquisition or issue. A trade debtor without a significant financing component is initially measured at the transaction price.
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1 Accounting policies and critical accounting estimates/judgements (continued)

Financial instruments (continued)

(ii) Classification and subsequent measurement
Financial assets

(a) Classification

On initial recognition, a financial asset is classified as measured at: amortised cost, fair value through profit and loss; or fair value
through other comprehensive income (FVOCI) — equity investment.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business model for
managing financial assets, in which case all affected financial assets are reclassified on the first day of the first reporting period
following the change in the business model. In the current or prior year, the company did not have any financial assets categorised
as FVOCL.

A financial asset is measured at amortised cost if it meets both of the following conditions:

- itis held within a business model whose objective is to hold assets to collect contractual cash flows; and
- its contractual terms 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 investment that is not held for trading, the Company may irrevocably elect to present
subsequent changes in the investment’s fair value in other comprehensive income (OCI). This election is made on an investment-
by-investment basis.

Cash and cash equivalents

Cash and cash equivalents comprises cash balances and call deposits with original maturities of three months or less.

) Subsequent measurement and gains and losses

Financial assets at FVTPL - these assets (other than derivatives designated as hedging instruments) are subsequently measured at
fair value. Net gains and losses, including any interest or dividend income, are recognised in profit or loss.

Financial assets at amortised cost - These assets are subsequently measured at amortised cost using the effective interest method.
The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or loss.

Financial liabilities and equity

Financial instruments issued by the Company are treated as equity only to the extent that they meet either of the following two
conditions:

(a) they include no contractual obligations upon the Company to deliver cash or other financial assets or to exchange
financial assets or financial liabilities with another party under conditions that are potentially unfavourable to the
Company; or

(b) where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-derivative that

includes no obligation to deliver a variable number of the Company’s own equity instruments or is a derivative that will
be settled by the Company’s exchanging a fixed amount of cash or other financial assets for a fixed number of its own
equity instruments,

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the instrument so
classified takes the legal form of the Company’s own shares, the amounts presented in these financial statements for called up
share capital and share premium account exclude amounts in relation to those shares.
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Notes to the financial statements for the year ended 31 March 2023
1 Accounting policies and critical accounting estimates/judgements (continued)

Financial instruments (continued)
(ii) Classification and subsequent measurement (continued)
Financial liabilities and equity (continued)

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at FVTPL if it is
classified as held-for-trading, it is a derivative or it is designated as such on initial recognition. Financial liabilities at FVTPL are
measured at fair value and net gains and losses, including any interest expense, are recognised in profit or loss. Other financial
liabilities are subsequently measured at amortised cost using the effective interest method. Interest expense and foreign exchange
gains and losses are recognised in profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.

(iii) Impairment

The Company recognises loss allowances for expected credit losses (ECLs) on financial assets and contract assets measured at
amortised cost.

The Company measures loss allowances at an amount equal to lifetime ECL, except for other debt securities and bank balances
for which credit risk (i.e. the risk of default occurring over the expected life of the financial instrument) has not increased
significantly since initial recognition which are measured as 12-month ECL.

Loss allowances for trade debtors and contract assets are always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when
estimating ECL, the Company considers reasonable and supportable information that is relevant and available without undue cost
or effort. This includes both quantitative and qualitative information and analysis, based on the Company’s historical experience
and informed credit assessment and including forward-looking information.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months after the reporting
date (or a shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the Company is exposed to
credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash shortfalls
(i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash flows that the Company
expects to receive). ECLs are discounted at the effective interest rate of the financial asset,

Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost are credit-impaired. A financial
asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future cash flows of the
financial asset have occurred.

Write-offs

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there is no realistic
prospect of recovery.

Derecognition - financial assets

The Company derecognises a financial asset when:
o the contractual rights to the cash flows from the financial asset expire; or
e it transfers the rights to receive the contractual cash flows in a transaction in which either:
¢ substantially all of the risks and rewards of ownership of the financial asset are transferred; or
e 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.
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Notes to the financial statements for the year ended 31 March 2023
1 Accounting policies and critical accounting estimates/judgements (continued)

Financial instruments (continued)
(iii) Impairment (continued)
Derecognition - financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled, or expired. The
Company also derecognises a financial liability when its terms are modified and the cash flows of the modified liability are
substantially different, in which case a new financial liability based on the modified terms is recognised at fair value. On
derecognition of a financial liability, the difference between the carrying amount extinguished and the consideration paid (including
any non-cash assets transferred or liabilities assumed) is recognised in profit or loss.

@iv) Financial guarantees

Where the Company has provided a financial guarantee to a third party in respect of subsidiary undertaking or a fellow group
undertaking, it accounts for such guarantee in accordance with [FRS 9. On inception, the financial guarantee is measured at fair
value, and subsequently held at the higher of the remaining service under IFRS 15 and the expected credit loss. On inception, if no
premium is charged, then the Company recognises a capital contribution to the subsidiary.

Financial liabilities at amortised cost (financial instruments)
(a) Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised
cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the profit and loss
account as a finance expense over the period of the borrowings using the effective interest method. Borrowings are classified as
current liabilities unless the Company has an unconditional right to defer setttement of the liability for at least 12 months after the
balance sheet date.

(b) Financial liabilities

Financial liabilities represent financial guarantees issued by the Company to a 3" party in respect of liabilities of the Company’s
parent undertaking. Financial liabilities are recognised initially at fair value and subsequently stated at amortised cost with the
amortisation being recognised in finance income in the profit and loss account.

(c) Creditors

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of business from
suppliers. Trade payables are classified as current liabilities if payment is due within one year or less. If not, they are presented as
creditors: amounts falling due after one year. Creditors are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss account except to
the extent that it relates to items recognised directly in equity or other comprehensive income, in which case it is recognised
directly in equity or other comprehensive income.

Cusrent tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The following temporary differences are not provided for:

¢ the initial recognition of assets or liabilities that affect neither accounting nor taxable profit other than in a business
combination; and

e differences relating to investments in subsidiaries to the extent that they will probably not reverse in the foreseeable
future.

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of
assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the
temporary differences can be utilised.
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Notes to the financial statements for the year ended 31 March 2023
1 Accounting policies and critical accounting estimates/judgements (continued)

Government grants

Grants from the government are recognised at their fair value where there is a reasonable assurance that the grant will be received
and the Company will comply with all attached conditions.

Government grants relating to tangible fixed assets are included in liabilities as deferred government grants and are credited to the
profit and loss account on a straight line basis over the expected useful economic lives of the related assets

Employee benefits

The Company has no directly employed staff of their own. Amounts included in staff costs relate to costs directly charged from
Mutual Energy in respect of employees performing asset management activities for the Company.

Foreign currency translation

Transactions in foreign currencies are translated to the respective functional currency at the foreign exchange rate ruling at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to
the functional currency at the foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are
recognised in the income statement. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction.

Critical accounting estimates and judgements

The preparation of financial statements 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 areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed below.

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

Critical accounting estimates and assumptions
The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,

seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment
to the carrying value of assets and liabilities within the next financial year are discussed below.

(a) Estimate of useful economic life of assets

The Company assesses the useful economic life of assets on an annual basis.

Included within note 7 are tangible assets relating to pipeline of £57.2m. The remaining useful economic life of the Pipeline was
determined as approximately 32.5 (2022: 33.5) years at the beginning of the year. If the remaining useful economic life had been

33.5(2022: 34.5) years, depreciation would have decreased by £54,000 (2022: £52,000) and if the remaining useful economic
life had been assessed at 31.5 (2022: 32.5) years, depreciation would have increased by £57,000 (2022: £56,000).

(b) Judgements made in the implementation of IFRS 16 Leases

The remaining useful lives of the right-of-use assets in respect of the Company’s Crown Estate lease was determined to be in line
with the useful life of the Premier Transmission Pipeline. Extension options which are reasonably certain to be exercised have
therefore been included within the lease term. The net book value of the right-of-use asset is disclosed in note 7.
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2 Revenue

In the current and comparative year presented, revenue comprises the fair value of the consideration received or receivable for
the sale of capacity on the Scotland Northern [reland Pipeline for the transmission of gas between Scotland and Northern
Ireland. All revenue is generated within the United Kingdom. Revenue is recognised in accordance with the terms of the licence
issued by the regulatory authority, namely in line with the applicable costs incurred by the Company over the same period.

3 Operating expenses
2023 2022
£'000 £000
Staff costs (note 4) 720 736
Depreciation (excluding right-of-use assets) 1,845 1,842
Depreciation of right-of-use assets 99 99
Amortisation of deferred government grants 619) (618)
Fees pgyable to the Company’s auditor in respect of the audit of the Company's 22 13
financial statements
Maintenance and insurance 1,178 1,069
Other expenses 9,837 16,749
Operating expenses 13,082 19,890

Other expenses include grid control costs, engineering works, IT system costs, rates, licence fees and costs payable to Gas
Networks Ireland (UK) (GNI(UK)) for access to the SWOS pipeline, together with administrative costs. The decrease in costs from
the prior year was the reduction in engineering and gas costs charged by GNI(UK).

4 Staff numbers and costs

2023 2022

£7000 £'000

Wages and salaries 592 611
Social security costs 77 70
Pension costs . 51 5§
720 736

The average monthly number of employees during the year (including only directors holding contracts of service with the
Company) was 16 (2022: 14). All staff perform asset management activities. Amounts included above relate to costs recharged in
respect of employees of the wider Mutual Energy group which are directly attributable to Premier Transmission Limited and does
not include directers emoluments as disclosed below. Premier Transmission Limited has no directly employed staff of its own.

The Company’s directors were not remunerated for their services to the Company but instead received emoluments for their services
to the Mutual Energy group of companies. The portion of these costs recharged to the Premier Transmission Limited are set out
below:

2023 2022
£000 £°000

Directors’ emoluments
Aggregate emoluments 90 84
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5 Finance expense - net
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2023 2022
£7000 £°000

Finance expense and similar expenses
Borrowings from parent undertaking 12,082 5,575
Bank charges 99 126
12,181 5,701

Finance income and similar income

Short-term bank deposits (766) (124)
Lease interest 25) (26)
Financial liabilities (56) (65)
(847) (215)
Finance expense — net 11,334 5,486

Costs in relation to borrowings from parent undertaking have increased significantly as a result of a much higher indexation rate in

the current year.

6 Taxation

2023 2022
Recognised in profit and loss £°000 £°000
Current tax: '
Adjustments in respect of prior years 19 -
Group relief claimed 845 1,504
Total current tax 864 1,504
Deferred tax:
Origination and reversal of temporary differences (209) (209)
Change in deferred tax rate - 2,186
Total deferred tax (note 16) (209) 1,977
Tax on profit 655 3,481

The tax charge in the profit and loss account for the year is higher than the standard rate of corporation tax in the UK of 19%

(2022: 19% - higher than). The differences are reconciled below:

2023 2022
Reconciliation of effective tax rate £°000 £7000
Profit on ordinary activities before taxation 2,718 6,868
Tax calculated at the UK standard rate of corporation tax of 19% (2022: 19%) 516 1,305
Effect of:
Tax exempt revenue 7 (18)
Non-deductible expenses 202 58
Impact of change in tax rates ' (46) (50)
Change in deferred tax rate - 2,186
Tax on profit 655 3,481

Future tax changes

The Finance Act 2021 confirmed that the corporation tax rate will be increased to 25% on | April 2023 for companies generating
taxable profits of more than £250,000. The current 19% tax rate will continue to apply to ‘small’ companies with profits less than
£50,000, with a ‘taper relief rate’ for those companies with profits between these thresholds. Deferred tax has been calcultated at
the rate at which the balances are expected to be settled, based on tax rates that have been substantively enacted at the balance

sheet date (see note 16).
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Plant and Office  Right-of-use
Pipeline machinery equipment assets Total
£000 £°000 £°000 £'000 £°000

Cost
At 1 April 2022 133,226 263 48 3,501 137,038
Additions - 162 - - 162
At 31 March 2023 133,226 425 48 3,501 137,200
Accumulated depreciation
At 1 April 2022 74,205 47 43 293 74,593
Depreciation charge for the 1,827 18 - 99 1,944
year
At 31 March 2023 76,032 65 48 392 76,537
Net book value
At 31 March 2023 57,194 360 - 3,109 60,663
At 1 April 2022 59,028 209 - 3,208 62,445

Tangible assets include the Company’s gas transmission pipeline, related plant and machinery and office equipment, along with

leased assets that do not meet the definition of investment properties. The right-of-use assets relate to Premier Transmission’s

Crown Estate Lease.

Depreciation expense of £1,944,000 (2022: £1,941,000) has been fully charged to net operating expenses. The borrowings of the
Company’s parent undertaking are secured on all the tangible assets of the Company.

8 Investments

Other

investments

£000

Cost and net book value

At 1 April 2022 and at 31 March 2023

Other investments represent an amount the Company invested in PRISMA European Capacity Platform GmbH, at a cost of

£1,988. The Company’s shareholding is less than 1%.

The investments are held at fair value which equates to the cost paid.
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9 Debtors
2023 2022
£000 £000
Trade debtors - 3,172 2,865
Prepayments 1,871 1,389
Accrued income 559 4243
Other debtors 3,400 3,408
Amounts owed by group undertakings 56,593 49,483
65,595 61,388
Amounts owed by group undertakings are unsecured, interest free and are repayable on demand.
10 Stocks
2023 2022
£°000 £000
Spares 57 57
11 Financial assets
2023 2022
£°000 £'000
Cash deposits 32,728 28,777

Deposits earn interest at a range from Bank of England base rate less 2.57% to Bank of England base rate plus 1.7¢. None of the
cash deposits are restricted.

12 Cash and cash equivalents

2023 2022
£°000 £°000
Cash and cash equivalents 8,714 11,168

Cash and cash equivalents eamn interest at a range from Bank of England base rate less 0.20% to Bank of England base rate less
0.05%. None of the cash and cash equivalents are restricted.

13 Called up share capital and share premium account
2023 2022
£°000 £000
Allotted, called up and fully paid
860,928 ordinary shares of £1 each 861 861

The holders of ordinary shares are entitled to receive dividends, as declared from time to time by the Company and are entitled to
one vote per share at meetings of the Company.

2023 2022
£'000 £000
Share premium account 14,012 14,012

Share premium account includes any premiums received on issue of share capital.
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14  Profit and loss account
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£000
At 1 April 2021 37,551
Total comprehensive income for the financial year 3,387
At 31 March 2022 40,938
Total comprehensive income for the financial year 2,063
At 31 March 2023 43,001

Included in the profit and loss account reserves is an amount of £1,874,000 (2022: £1,874,000) which the Company has agreed

with the regulator will be applied to costs of future EU compliance projects.

15 Creditors: amounts falling due after one year

2023 2022

£000 £°000

Amounts owed to group undertakings 71,455 63,603
Financial liabilities (note 18) 131 179
Lease liabilities (note 19) 2,926 3,035
Government grant (note 20) 18,863 19,482
93,375 86,299

The amounts owed to group undertakings relate to a 2.953% (2022: 2.953%) index linked (linked to the Retail Price Index)

unsecured loan from the Company’s parent undertaking. The borrowings are repayable in full on 31 March 2030.

16 Deferred tax liabilities

Movement in deferred tax during the year:

Deferred tax

£'000
At 1 April 2021 6,923
Recognised in profit and loss 1,977
At 31 March 2022 8,900
Recognised in profit and loss (209)
At 31 March 2023 8,691

Deferred tax relates to accelerated capital allowances.,
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17 Creditors: amounts falling due within one year

2023 2022
£°000 £000
Trade creditors 408 ’ 4,307
Other creditors 192 188
Accruals 3,229 5,218
Amounts owed to group undertakings 1,352 1,876
VAT 1,863 453
Financial liabilities (note 18) 48 56
Lease liabilities (note 19) 109 110
Government grant (note 20) 618 618
7,819 12,826
Amounts owed to group undertakings are unsecured, interest free and are repayable on demand.
18 Financial liabilities
2023 2022
£°000 £'000
Financial guarantee 179 235
Less current portion (48) (56)
Non-current portion 131 179

The financial guarantee represents the amortised cost of issuing a financial guarantee to a 3¢ party in respect of borrowings by the
Company’s parent undertaking.

19  Lease liabilities

2023 2022

£°000 £'000
Lease liabilities 3,035 3,145
Less current portion (109) (110)
Non-current portion 2,926 3,035

Lease liabilities represent future payments in respect of non-cancellable Crown Estate leases and anticipated extensions (see note
21).

20 Government grant

£7000
At 1 April 2021 20,718
Amortised during the year (618)
At 31 March 2022 20,100
Amortised during the year (619)
At 31 March 2023 19,481

The government grant was provided to the Company for the purpose of its expenditure on its tangible assets. All obligations in
respect of this grant have now been met. The current portion of the government grant is £618,000 (2022: £618,000) and the non-
current portion is £18,863,000 (2022: £19,482,000).



Premier Transmission Limited 46

Notes to the financial statements for the year ended 31 March 2023

21 Leases

The Company holds a Crown Estate lease, entered into in 1996, which gives exclusive right to use and maintain the pipelines
which are on or under the seabed. The lease runs to 30 September 2035 but allows for further extension, with terms to be agreed
upon extension. The Company is reasonably certain these contracts will be extended in line with the useful life of its pipeline and
costs for this extended term have been assumed in line with the current costs. The lease provides for uplifts on rent payments
every 3 years in line with changes in the Producer Price Index. The Company is restricted from entering into any sub-lease
arrangements in relation to these leases.

The Company does not hold any short-term or low value leases for which right-of-use assets and lease liabilities have not-been
recognised.

Information about leases for which the Company is a lessee is presented below.
Right-of-use assels
The right-of-use assets, as presented in tangible assets (see note 7), relate to the Crown Estate teases noted above.

Amounts recognised in the profit or loss

The following amounts have been recognised in profit or loss for which the Company is a lessee:

2023 2022

£°000 £°000

Depreciation expense in respect of right-of-use assets 99 99
Lease liabilities interest income - (295) (26)

Amounts recognised in statement of cash flows

2023 2022

£'000 £'000

Total cash outflow for leases 85 85

22 Ultimate controlling party and ultimate parent undertaking

The ultimate controlling party of the Company are the members of Mutual Energy Limited.

The immediate parent undertaking and the smallest group to prepare consolidated accounts in which the entity is included is Premier
Transmission Financing plc, a company incorporated in Northern Ireland and whose registered address is First Floor, The Arena
Building, 85 Ormeau Road, Belfast, BT7 1SH. Group financial statements for this company are prepared and are available to the
public from First Floor, The Arena Building, 85 Ormmeau Road, Belfast, BT7 [SH.

The ultimate parent undertaking and the largest group to prepare consolidated accounts in which the entity is included is Mutual
Energy Limited, a company incorporated in Northern Ireland and whose registered address is First Floor, The Arena Building, 85
Ormeau Road, Belfast, BT7 1SH. Group financial statements for this company are prepared and are available to the public from
First Floor, The Arena Building, 85 Ormeau Road, Belfast, BT7 1SH.

23  Subsequent events 5

%

Y
There are no events after the reporting date requiring adjustment or disclosure in the financial statements.



