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North West Electricity Networks (UK) Limited

Annual Report and Consolidated Financial Statements for the year ended 31 March 2021

Strategic Report (continued)

Corporate Social Responsibility

Details of the Group’s approach to Corporate
Social Responsibility, relating to environmental
matters, the Group’s employees, and social
and community issues can be found in the
Strategic Report of ENWL’s Annual Report and
Consolidated Financial Statements.

The Group operates exclusively in the UK and,
as such, is subject to the European Convention
on Human Rights, the UK Human Rights Act
1998 and the Modern Slavery Act 2015.

The Group seeks to anticipate, prevent and
mitigate any potential negative human rights
impacts as well as enhance positive impacts
through our policies and procedures and, in
particular, regarding employment, equality
and diversity, treating customers fairly and
information security.

This year the Group has continued to
strengthen its approach to Modern Slavery,
working with suppliers and charities to raise
awareness of this abhorrent activity. As a
founding member of the Slave Free Alliance,
we have played an active role in forming a
Utilities Sector Modern Slavery Working
Group. Collaboration with other like-minded
organisations will help the Group to strengthen
its work to address Modern Slavery. The
Group’s Modern Slavery Act statement is
available on its website:

We are proud of our strong commitment to
high ethical standards in the way that we work.
The business takes a zero-tolerance approach
to bribery and corruption, and is committed to
acting professionally, fairly and with integrity
in all our business dealings and relationships
wherever we operate, implementing and
enforcing effective systems to counter bribery.
It is important that our regulator and other
stakeholders have confidence in the

arrangements  and
organisation.

integrity of  the

The Group operates a number of policies
governing the anti-bribery and anti-corruption
matters: Anti-Corruption and Bribery Policy,
Disclosure (Whistleblowing) Policy, Ethics
Policy and Conflict of Interest Policy.

These policies apply to all employees and
officers of the Group and form part of the
employee Code of Conduct. Other individuals
performing functions for the Group, such as
agency workers and contractors, are also
required to adhere to our anti-bribery and anti-
corruption policies.

To support our whistleblowing policy we have
in place a confidential independent reporting
line called Safecall.

The Group is a major employer in the North
West of England and employs nearly 2,000
people in the region. The Group also works
with a carefully chosen contractor workforce
providing even greater levels of employment
for the region. We are committed to providing
secure, long-term employment and career
development opportunities for employees.

We look to balance the right skills and people
resources to support the business in the long-
term.

The Group sets policies and encourages a
working culture that recognises, respects,
values and harnesses diversity for the benefit
of the Group and the individual, and we are
committed to integrating equality and diversity
into all that the Group does.

The Group is committed to fulfilling its
obligations in accordance with the Equality Act
2010. As an equal opportunities employer,
equal and fair consideration is given to all
applicants regardless of their diverse
backgrounds. The business will modify
equipment and practices wherever it is safe
and practical to do so, both for new and
existing employees.
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Strategic Report (continued)

We are committed to rewarding our colleagues
equally, regardless of gender. During the year
we published our gender pay gap information.
More information is  available at

Information on the composition of the workforce

at the year-end is summarised below:

Total 1,440 482 1,550 502
employees

Senior 32 13 34 11
managers

Executive 6 2 7 1
leadership

team*

Directors 2 0 2 0

* The Executive leadership team figure includes the
two Executive Directors, who are also included in
the Directors figure.

Going concern

When considering whether to continue to
adopt the going concern basis in preparing the
Annual Report and Consolidated Financial
Statements, the Directors have taken into
account a number of factors, including the
following:

e ENWL's electricity distribution licence
includes the obligation in standard licence
condition 40 to maintain an investment
grade issuer credit rating;

e Under section 3A of the Electricity Act
1989, the Gas and Electricity Markets
Authority has a duty, in carrying out its
functions, to have regard to the need to
secure that licence holders are able to
finance their activities, which are the
subject of obligations imposed by or
under Part 1 of the Electricity Act 1989 or
the Utilities Act 2000;

e Management has prepared, and the
Directors have reviewed, Group budgets
for the year ending 31 March 2022 and
forecasts covering the period to the end
of the current price review in 2023. These

forecasts include projections and cash
flow forecasts, including covenant
compliance considerations. Inherent in
forecasting is an element of uncertainty
and our forecasts have been sensitised for
possible changes in the key assumptions,
including RPI and under recoveries of
allowed revenue. This analysis
demonstrates that there is sufficient
headroom on key covenants and that
there are sufficient resources available to
the Group within the forecast period;

e Assessment of the significance and rapid
development of the COVID-19 impact.
The Directors have reviewed our
assumptions behind demand projections,
financial performance and liquidity, and
assessed Company resilience to a
reduction in income bought about by
reduced electricity demand; and

e Short-term liquidity requirements are
forecast to be met from the Group’s
operating cash flows and short-term
deposit balances. A further £269m of
committed undrawn bank facilities of
£50m in ENWL, £39m in NWEN plc and
£180m in the Company are available from
lenders; these have availability periods of
more than one year. Whilst the utilisation
of these facilities is subject to gearing
covenant restrictions, 12-month
projections to 31 May 2022 indicate there
is significant headroom on these
covenants.

Consequently, after making appropriate
enquiries, the Directors have a reasonable
expectation that the Company and Group have
adequate resources to continue in operational
existence for the foreseeable future.
Accordingly, they continue to adopt the going
concern basis in preparing the Annual Report
and Consolidated Financial Statements.

The going concern basis has been adopted by
the Directors, with consideration of the
guidance published by the Financial Reporting
Council.
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Strategic Report (continued)

Section 172 Statement

The principal trade and activities of the Group
are carried out in ENWL and a comprehensive
review of the strategy and operating model is
contained in the ENWL Annual Report and
Financial Statements.

The Section 172 Statement of ENWL discusses
how the Group takes into account the
following;

e the likely consequences of long-term
decisions;

e the importance of engaging with
employees;

e the need to foster relationships with
stakeholders;

e the impact of operations on communities
and environment;

e the importance of behaving as a
responsible business and maintaining a
reputation for high standards of business
conduct; and

e the need to act fairly between members
as a whole.

The ENWL Annual Report and Consolidated
Financial Statements are available on the
website,

The impact of the COVID-19 pandemic on the
operations and finances of the business, along
with the actions taken to support our
employees and communities through these
unprecedented times is discussed on pages 2
to 4 of the Strategic Report.

In relation to the Company, the Board of
Directors consider, both individually and
together, that they have acted in a way they
consider to be in good faith and would be most
likely to promote the success of the Company
for the benefit of its members as a whole
(having regard to the stakeholders and matters
set out in s172(1) (a-f) of the Act) in decisions
taken during the year ended 31 March 2021.

The Directors have specifically considered the
following;

The Company acts as a holding and financing
company within the NWEN (Jersey) group of
companies and is a non-trading entity. As such,
the Directors principal decisions are reviewing
and monitoring the Group’s treasury activities
as outlined in the Strategic Report page 6 and
7.

The Company has no direct employees. The
Group encourages a working culture that
recognises, respects, values and harnesses
diversity for the benefit of the Group and the
individual and promotes employee
engagement.

The Company is non-trading and has no direct
suppliers or customers. The Company’s
primary business relationships are with finance
lenders.

The Company is a financing company and has
no direct operations that impact communities
or environment.

As the Board of Directors, the intention is to
behave responsibly and ensure that
management operate the activities of the
Group and Company in a responsible manner,
operating within the high standards of
business conduct and good governance
expected for a business such as ours. The
Company is subject to the policies of the
Group, which are set with the aim of being a
responsible business and maintaining a
reputation for high standards of business
conduct.

10
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Section 172 Statement (continued)

As the Board of Directors, the intention is to
behave responsibly toward our shareholders
and treat them fairly and equally, so they too
may benefit from the successful delivery of the
Group business plan.

Viability statement

In accordance with provision 31 of the 2018 UK
Corporate Governance Code the Directors
have assessed viability over a period longer
than that required for going concern and have
chosen the period to the end of March 2024.

Whilst the Board has no reason to believe the
Group will not be viable over a longer period,
the period over which the Board considers it
possible to form a reasonable expectation as to
the Group’s longer-term viability, based on the
risk and sensitivity analysis undertaken, is the
period to 31 March 2024. The Board has
considered whether it is aware of any specific
relevant factors and notes, in particular,
Ofgem’s RIIO-ED2 consultation document,
which indicates lower equity returns and
possibly a changed incentive environment for
RIIO-ED2.

The Board has considered the impact of the
COVID-19 pandemic on operations and
liquidity and has also considered the current
political environment, including potential
changes in future government policy as well as
the impact from Brexit, in making the viability
assessment.

In reaching its conclusion, the Board has taken
into account Ofgem’s statutory duty to secure
that companies can finance their functions and
has assumed that there will be no changes to
the regulatory framework or Government
policy that will affect the Company’s viability.

The Directors have conducted a robust
assessment of the principal risks facing the

Company and believe that the Company isin a
position to manage these risks.

In arriving at their conclusion, the Directors
have considered the Company’s forecast
financial performance and cash flow over the
viability period to 2024. During the year, the
Group issued a new bond that will be used, in
part, to refinance the £200m 6.125% 2021
bond that is due to mature in July 2021.
Headroom to compliance ratios over the
viability period is considered and the extent to
which deviations in financial performance from
the business plan may impact that headroom.
The Directors have considered this headroom
in assessing the Company’s long-term viability.

On the basis of this assessment, and assuming
that the principal risks are managed or
mitigated as expected, the Directors have a
reasonable expectation that the Company will
be able to continue in operation and meet its
liabilities as they fall due over the three-year
period of their assessment.
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Fair, balanced & understandable

The Directors have reviewed the thorough
assurance process in place within the Group
with regards to the preparation, verification
and approval of financial reports. This process
includes:

e Detailed review and appropriate
challenge from key internal Group
functions, such as Risk, Control and
Assurance, senior managers and the Chief
Financial Officer;

e  Formal sign-offs from the business area
senior managers, the finance managers
and Chief Financial Officer;

e Group Audit Committee oversight,
involving a review of key financial
reporting judgements, review and
appropriate challenge on matters such as
any changes to significant accounting
policies and practices during the vyear,
significant adjustments and the going
concern assumption;

e  The involvement of qualified, professional
employees with an appropriate level of
expertise and experience throughout the
business; and

e Engagement of a professional and
experienced  external auditor, a
framework for full transparent disclosure
of information during the audit process
and post audit evaluation.

As aresult of these processes together with the
information and assurance provided by the day
to day internal control processes, the
information provided by the Executive
Leadership Team of ENWL and the in-depth
reporting required by Ofgem, both the Audit
Committee of ENWL and the Board are
satisfied that the Annual Report and
Consolidated Financial Statements taken as a
whole, provide a fair, balanced and
understandable assessment of the Group's
position at 31 March 2021.

Approved by the Board on 4 June 2021 and
signed on its behalf by:

David Brocksom
Director

12
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Directors’ Report

The Directors present their Annual Report and
audited Consolidated financial statements of
North West Electricity Networks (UK) Ltd (“the
Company” or “NWEN (UK)”) and its
subsidiaries (together referred to as “the
Group”) for the year ended 31 March 2021.

Information contained in Strategic Report

As permitted by section 414C of the
Companies Act 2006, certain information
required to be included in the Directors’
Report has been included in the Strategic
Report. Specifically, this relates to:

e information in respect of employee
matters (including actions taken to
introduce, maintain or develop
arrangements aimed at employees,
details on how the directors have engaged
with employees and had regard to
employee interests, our approach to
investing in and rewarding the workforce,
employee diversity and the employment,
training and advancement of disabled
persons);

o likely future developments;
e risk management;

e details on how the directors have had
regard to the need to foster business
relationships with stakeholders; and

e greenhouse gas emissions

Dividends

During the year ended 31 March 2021, the
Company declared an interim dividend of
£5.6m, paid in December 2020 (2020: £30.9m).
There was no final dividend declared for the
year ended 31 March 2020; the final dividend
for the year ended 31 March 2019 of £12.0m
was paid in June 2019.

The Directors have proposed a final dividend of
£7.2m for the year ended 31 March 2021.

Ultimate parent undertaking and controlling
party

The immediate parent undertaking is NWEN
(Jersey), a company incorporated and
registered in Jersey; NWEN (Jersey) is the
ultimate parent undertaking of the Group.

The ownership of the shares in NWEN (Jersey)
and, therefore, the ultimate controlling parties
of the Company are:

e KDM Power Limited (40.0%);

e Equitix ENW 6 Limited (25.0%);

e Equitix MA North HoldCo Limited (15.0%);
and

e Swingford Holdings Corporation Limited
(20.0%).

Directors

The Directors of the Company during the year
ended 31 March 2021 and to date are set out
below. Directors were appointed for the
whole year and to the date of this report
except where otherwise indicated.

D Brocksom
P Emery

S Jones

G Pan

S Sumitomo

P O’Flaherty (appointed 1 April 2020)

Y Hamada (appointed 1 April 2020, resigned 25
June 2020)

T Tanaka (appointed 25 June 2020)

Y Yoshihiro (resigned 1 April 2020)

A Bhuwania
K Fukushima
F Kumura
HYu

13
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Directors’ Report (continued)

Directors (continued)

Sion Jones, Takeshi Tanaka, Shinichiro
Sumitomo and Genping Pan are shareholder
appointed directors and have appointed
alternate Directors during their time as Board
members. Sion Jones’s alternate is Achal
Bhuwania. Takeshi Tanaka’s alternate is Kaoru
Fukushima and  Shinichiro  Sumitomo’s
alternate is Fukashi Kumura. Hailin Yu is the
alternate to Genping Pan.

At no time during the year did any Director
have a material interest in any contract or
arrangement which was significant in relation
to the Group’s business.

Directors’ and Officers’ insurance

The Group maintains an appropriate level of
directors” and officers’ insurance whereby
Directors are indemnified against liabilities to
third parties to the extent permitted by the
Companies Act 2006.

The insurance is a group policy, held in the
name of NWEN (Jersey) and is for the benefit
of that company and all its subsidiaries.

People

The Group’s policies on employee consultation
and involvement, the treatment of disabled
employees and on equality and diversity across
all areas of the business are contained within
the Strategic Report, with further information
provided in the People section of the Strategic
Report of the ENWL Annual Report and
Consolidated Financial Statements.

Engagement with employees

Details of Director engagement with
employees can be found within the Strategic
Report of the ENWL Annual Report and
Consolidated Financial Statements.

Engagement with suppliers, customers and
others

Details of the Directors’ approach to fostering
the Company’s business relationships with
suppliers, customers and others can be found
within the Strategic Report of the ENWL

Annual Report and Consolidated Financial
Statements.

Corporate Social Responsibility

Details of the Group’s approach to Corporate
Social Responsibility can be found in the
Strategic Report of the ENWL Annual Report
and Consolidated Financial Statements.

Research and development

The Group is committed to developing
innovative and cost-effective solutions for
providing high quality services and reliability to
our customers, and for the benefit of the wider
community and the development of the
network, as further detailed in the Strategic
Report of the ENWL Annual Report and
Consolidated Financial Statements. During the
year ended 31 March 2021 the Group incurred
£2.3m of expenditure on research and
development (2020: £3.1m), see Note 5.

Greenhouse gas emissions

Further details on greenhouse gas emissions
are provided in the Business Carbon Footprint
section of the Strategic Report of the ENWL
Annual Report.

Financial instruments

The risk management objectives and policies of
the Group in relation to the use of financial
instruments can be found in the Strategic
Report and in Note 22.

Capital structure

The Company’s capital structure is set out in
Note 30.

Events after the Balance Sheet date

There are no events after the balance sheet
date that require disclosure.

Future developments

Details of the future developments of the
Group can be found in the Chief Executive
Officer’s Statement of the ENWL Annual
Report and Consolidated Financial Statements.
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Directors’ Report (continued)

Information given to the auditor

Each of the persons who are a Director at the
date of approval of this Annual Report
confirms that:

(1) so far as the Director is aware, there is
no relevant audit information of which
the Company's auditor is unaware; and

(2)  each Director has taken all the steps that
they ought to have taken as a Director in
order to make themselves aware of any
relevant audit information and to
establish that the Company's auditor is
aware of that information.

This confirmation is given and should be
interpreted within the provisions of s418 of the
Companies Act 2006.

Independent auditor

Deloitte LLP, Statutory Auditor, Manchester,
United Kingdom has expressed its willingness
to continue in office as auditor of the Group. In
accordance with section 487 of the Companies
Act 2006, Deloitte LLP is deemed to be re-
appointed as auditor of the Company.

Registered address

The Company is registered in England, UK at
the following address:

North West Electricity Networks (UK) Limited
Borron Street

Stockport

Cheshire

SK1 2JD

Registered number: 06428372

Approved by the Board on 4 June 2021 and
signed on its behalf by:

//%

David Brocksom
Director

15



North West Electricity Networks (UK) Limited

Annual Report and Consolidated Financial Statements for the year ended 31 March 2021

Directors’ Responsibilities Statement

The directors are responsible for preparing the
Annual Report and the financial statements in
accordance with applicable law and
regulations.

Company law requires the directors to prepare
financial statements for each financial year.
Under that law the directors are required to
prepare the group financial statements in
accordance with international accounting
standards in conformity with the requirements
of the Companies Act 2006. Under company
law the directors must not approve the
financial statements unless they are satisfied
that they give a true and fair view of the state
of affairs of the company and of the profit or
loss of the company for that period. In
preparing  these financial statements,
International Accounting Standard 1 requires
that directors:

e properly select and apply accounting
policies;

e  present information, including accounting
policies, in a manner that provides
relevant, reliable, comparable and
understandable information;

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

e make an assessment of the company's
ability to continue as a going concern.

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 financial position of
the company and enable them to ensure that
the financial statements comply with the
Companies Act 2006.

They are also responsible for safeguarding the
assets of the Company and hence for taking
reasonable steps for the prevention and
detection of fraud and other irregularities.

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 may
differ from legislation in other jurisdictions.

Responsibility statement
We confirm that to the best of our knowledge:

e the financial statements, prepared in
accordance with International Financial
Reporting Standards as adopted by the
European Union, give a true and fair view of
the assets, liabilities, financial position and
profit or loss of the company and the
undertakings included in the consolidation
taken as a whole;

e the strategic report includes a fair review of
the development and performance of the
business and the position of the company
and the undertakings included in the
consolidation taken as a whole, together
with a description of the principal risks and
uncertainties that they face; and

e the annual report and financial statements,
taken as a whole, are fair, balanced and
understandable and provide the
information necessary for shareholders to
assess the company’s position and
performance, business model and strategy.

This responsibility statement was approved by
the Board of Directors on 4 June 2021 and is
signed on its behalf by:

L=

David Brocksom
Director
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Independent Auditor’s Report to the
Members of North West Electricity
Networks (UK) Limited

Report on the audit of the financial
statements

Opinion

In our opinion the financial statements of
North West Electricity Networks (UK) Limited
(the ‘parent company’) and its subsidiaries (the
‘group’):

e give a true and fair view of the state of the
group’s and of the parent company’s affairs
as at 31 March 2021 and of the group’s
profit for the year then ended;

¢ have been properly prepared in accordance
with international accounting standards in
conformity with the requirements of the
Companies Act 2006; and

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

We have audited the financial statements
which comprise:

¢ the consolidated statement of profit or loss
and other comprehensive income;

e the consolidated and parent company
statement of financial position;

e the consolidated and parent company
statements of changes in equity;

¢ the consolidated and parent company cash
flow statement; and

¢ therelated Notes 1 to 33.

The financial reporting framework that has
been applied in their preparation is applicable
law and international accounting standards in
conformity 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 auditor's responsibilities for the audit of
the financial statements section of our report.

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

Conclusions relating to going concern

In auditing the financial statements, we have
concluded that the directors’ use of the going
concern basis of accounting in the preparation
of the financial statements is appropriate.

Our evaluation of the directors’ assessment of
the group’s and parent company’s ability to
continue to adopt the going concern basis of
accounting included:

e reviewed management’s forecasts for the
year ending 31 March 2022, and forecasts
covering the period to the end of the
current RIIO ED-1 price review in 2023;

e assessed the significance and ongoing
development of the COVID-19 pandemic;

e considered short-term liquidity and the
financing facilities available;

e considered linkage to business model and
medium-term risks, including  the
forthcoming RIIO ED-2 regulatory period;

e performed sensitivity analysis; and

e considered the sophistication of the model
used to prepare the forecasts, testing of
clerical accuracy of those forecasts and our
assessment of the historical accuracy of
forecasts prepared by management.

Based on the work we have performed, we
have not identified any material uncertainties
relating to events or conditions that,
individually or collectively, may cast significant
doubt on the group’s and parent company’s
ability to continue as a going concern for a
period of at least twelve months from when
the financial statements are authorised for
issue.

17



North West Electricity Networks (UK) Limited

Annual Report and Consolidated Financial Statements for the year ended 31 March 2021

Independent Auditor’s Report to the
Members of North West Electricity
Networks (UK) Limited (continued)

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

In auditing the financial statements, we have
concluded that the directors’ use of the going
concern basis of accounting in the preparation
of the financial statements is appropriate.

Based on the work we have performed, we
have not identified any material uncertainties
relating to events or conditions that,
individually or collectively, may cast significant
doubt on the group’s and parent company’s
ability to continue as a going concern for a
period of at least twelve months from when
the financial statements are authorised for
issue.

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

Other information

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

Our responsibility is to read the other
information and, in doing so, consider whether
the other information is materially
inconsistent with the financial statements or
our knowledge obtained in the course of the
audit, or otherwise appears to be materially
misstated.

If we identify such material inconsistencies or
apparent material misstatements, we are
required to determine whether this gives rise
to a material misstatement in the financial
statements themselves. If, based on the work
we have performed, we conclude that there is
a material misstatement of this other
information, we are required to report that
fact.

We have nothing to report in this regard.

Responsibilities of directors

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

In preparing the financial statements, the
directors are responsible for assessing the
group’s and the parent company’s ability to
continue as a going concern, disclosing, as
applicable, matters related to going concern
and using the going concern basis of
accounting unless the directors either intend
to liquidate the group or the parent company
or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the
financial statements

Our objectives are to obtain reasonable
assurance about whether the financial
statements as a whole are free from material
misstatement, whether due to fraud or error,
and to issue an auditor's report that includes
our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs
(UK) will always detect a material
misstatement when it exists.
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Independent Auditor’s Report to the
Members of North West Electricity
Networks (UK) Limited (continued)

Misstatements can arise from fraud or error
and are considered material if, individually or
in the aggregate, they could reasonably be
expected to influence the economic decisions
of users taken on the basis of these financial
statements.

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

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

Irregularities, including fraud, are instances of
non-compliance with laws and regulations. We
design procedures in line with our
responsibilities, outlined above, to detect
material misstatements in respect of
irregularities, including fraud. The extent to
which our procedures are capable of detecting
irregularities, including fraud is detailed below.

We considered the nature of the company’s
industry and its control environment, and
reviewed the company’s documentation of
their policies and procedures relating to fraud
and compliance with laws and regulations. We
also enquired of management, internal audit
about their own identification and assessment
of the risks of irregularities.

We obtained an understanding of the legal and
regulatory framework that the company
operates in, and identified the key laws and
regulations that had a direct effect on the
determination of material amounts and
disclosures in the financial statements. The key
laws and regulations we considered in this
context included the UK Companies Act,
pensions legislation and tax legislation.

We discussed among the audit engagement
team including relevant internal specialists
such as tax and IT specialists regarding the
opportunities and incentives that may exist

within the organisation for fraud and how and
where fraud might occur in the financial
statements.

In common with all audits under ISAs (UK), we
are also required to perform specific
procedures to respond to the risk of
management override.

In addressing the risk of fraud through
management override of controls, we tested
the appropriateness of journal entries and
other adjustments; assessed whether the
judgements made in making accounting
estimates are indicative of a potential bias; and
evaluated the business rationale of any
significant transactions that are unusual or
outside the normal course of business.

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

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

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

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

e reading minutes of meetings of those
charged with governance and reviewing
internal audit reports.
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Independent Auditor’s Report to the
Members of North West Electricity
Networks (UK) Limited (continued)

Report on other legal and regulatory
requirements

Opinions on other matters prescribed by the
Companies Act 2006

In our opinion, based on the work undertaken
in the course of the audit:

¢ theinformation 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

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

In the light of the knowledge and
understanding of the group and of the parent
company and their environment obtained in
the course of the audit, we have not identified
any material misstatements in the strategic
report or the directors’ report.

Matters on which we are required to report
by exception

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

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

e the parent company financial statements
are not in agreement with the accounting
records and returns; or

e certain disclosures of directors’
remuneration specified by law are not
made; or

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

We have nothing to report in respect of these
matters.

Use of our report

This report is made solely to the company’s
members, as a body, in accordance with
Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so
that we might state to the company’s
members those matters we are required to
state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted
by law, we do not accept or assume
responsibility to anyone other than the
company and the company’s members as a
body, for our audit work, for this report, or for
the opinions we have formed.

Christopher Robertson (Senior Statutory
Auditor)

For and on behalf of Deloitte LLP,

Statutory Auditor,

Manchester, United Kingdom
June 2021
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Financial Statements

Consolidated Statement of Profit or Loss and Other Comprehensive Income
for the year ended 31 March 2021

Note Group Group
2021 2020
£m £m
Revenue 4 454.9 485.9
Employee costs 5,6 (65.5) (63.3)
Depreciation and amortisation expense (net) 5 (126.6) (122.1)
Other operating costs (93.4) (94.0)
Total operating expenses (285.5) (279.4)
Operating profit 5 169.4 206.5
Investment income 8 0.9 0.3
Finance expense 9 (158.3) (114.8)
Profit before taxation 12.0 92.0
Taxation 10 (1.3) (40.4)
Profit for the year attributable to equity shareholders of the 10.7 51.6
Company
Other comprehensive (expense)/ income:
Items that will not be reclassified subsequently to profit or
loss:
Re-measurement of net defined benefit liability 23 (55.7) (74.1)
Deferred tax on re-measurement of defined benefit liability 25 10.6 14.0
Adjustment due to change in future tax rates of brought 25 - 1.7
forward deferred tax
Other comprehensive expense for the year (45.1) (58.4)
Total comprehensive expense for the year attributable to
shareholders of the Company (34.4) (6.8)

As permitted by s408 of the Companies Act 2006, the Company has not presented its own Statement
of Comprehensive Income. The profit after tax for the Company for the year ended 31 March 2021
was £4.3m (2020: £23.5m profit); there were no items of other comprehensive income in the year
(2020: same).

The results for the current and preceding year are derived from continuing operations.
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Consolidated and Company Statement of Financial Position

as at 31 March 2021

Group Company Group Company
Note 2021 2021 2020 2020
£fm £m £fm £m
ASSETS
Non-current assets
Intangible assets and goodwill 12 246.7 - 241.1 -
Property, plant and equipment 13 3,442.0 - 3,372.7 -
Investments 14 - 3.1 - 3.1
Loans to subsidiaries 15 - 457.4 0.1 486.8
3,688.7 460.5 3,613.9 489.9
Current assets
Loans to subsidiaries 15 - 1.0 - -
Inventories 16 15.7 - 11.3 -
Trade and other receivables 17 74.3 9.3 60.8 10.2
Cash and cash equivalents 18,22 343.3 0.1 79.2 1.1
Current tax asset - - 3.1 -
433.3 104 154.4 11.3
Total assets 4,122.0 470.9 3,768.3 501.2
LIABILITIES
Current liabilities
Trade and other payables 19 (166.2) (9.1) (148.2) (9.8)
Borrowings 20 (423.4) - (8.9) -
Provisions 24 (0.4) - (0.1) -
Current tax liabilities (0.2) (0.1) - (0.1)
(590.2) (9.2) (157.1) (9.9)
Net current (liabilities)/assets (156.9) 1.2 (2.7) 14
Non-current liabilities
Borrowings 20 (2,032.5) (362.4) (2,167.3) (390.7)
Derivative financial instruments 22 (487.5) - (432.6) -
Provisions 24 (1.3) - (1.7) -
Retirement benefit obligations 23 (68.6) - (26.3) -
Deferred tax liabilities 25 (224.0) - (245.5) -
Customer contributions 26 (411.6) - (391.4) -
(3,225.5) (362.4) (3,264.8) (390.7)
Total liabilities (3,815.7) (371.6) (3,421.9) (400.6)
Total net assets 306.3 99.3 346.3 100.6
EQUITY
Called up share capital 28 3.0 3.0 3.0 3.0
Retained earnings 29 303.3 96.3 3433 97.6
Total equity 306.3 99.3 346.3 100.6

The financial statements of North West Electricity Networks (UK) Limited (registered number
06428372) were authorised for issue and approved by the Board of Directors on 4 June 2021 and

signed on its behalf by:

David Brocksom
Director

Y
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Consolidated Statement of Changes in Equity
for the year ended 31 March 2021

Called
Group up share Retained Total
Note capital  earnings Equity
£m £m £m
At 1 April 2019 3.0 392.8 395.8
Opening adjustment on transition to IFRS 16 - 0.2 0.2
Opening reserves 3.0 393.0 396.0
Profit for the year - 51.6 51.6
Other comprehensive expense for the year - (58.4) (58.4)
Total comprehensive expense for the year - (6.8) (6.8)
Transactions with owners recorded directly in
equity
Equity dividends 11 - (42.9) (42.9)
At 31 March 2020 3.0 343.3 346.3
Profit for the year - 10.7 10.7
Other comprehensive expense for the year - (45.1) (45.1)
Total comprehensive expense for the year - (34.4) (34.4)
Transactions with owners recorded directly in
equity
Equity dividends 11 - (5.6) (5.6)
At 31 March 2021 3.0 303.3 306.3
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Company Statement of Changes in Equity
for the year ended 31 March 2021

Called

Company up share Retained Total

Note capital earnings Equity

£m £m £m

At 1 April 2019 3.0 117.0 120.0

Profit for the year - 23.5 23.5

Total comprehensive income for the year - 23.5 23.5
Transactions with owners recorded directly in

equity

Equity dividends 11 - (42.9) (42.9)

At 31 March 2020 3.0 97.6 100.6

Profit for the year - 4.3 4.3

Total comprehensive income for the year - 4.3 4.3

Transactions with owners recorded directly in
equity

Equity dividends 11 (5.6) (5.6)

At 31 March 2021 3.0 96.3 99.3









































































































































































































