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" Integrated Utility Services Limited
Strategic Report for the Year Ended 31 December 2022

The directors present the annual-reports and financial statements.for the year ended 31 December 2022 of Integrated
Utility. Services Limited (the "Company "), which have been drawn up and presented in accordance with the Companies
Act 2006. ‘ '

BUSINESS MODEL o _
The principal activity of the Company is to provide engineering contracting services.

"In common with Northern Powergrid Holdings Company and its subsidiaries (the “Northern Powergrid Group”), the
Company operates a business model and strategy based on core principles (the "Core Principles"). The Core Principles
relevant to the Company comprise Financial Strength, Employee Commitment, Environmental Respect and Regulatory
Integrity. The Strategic Report focuses on the Core Principles of Financial- Strength, Employee Commitment,
Environmental Respect and the achievement of associated strategic objectives which are measured by a number of
financial and non-financial key performance indicators (“KPIs”). Information concernmg Regulatory Integrity can be
found in ‘Busmess Relatlonshlps in the Directors’ Report. .

\
FINANCIAL STRENGTH
Strategic obJectlve Strong finances that enable 1mprovement and growth. - )
KPI ’ . : 2022 2021
Revenue o ' : e £34.1 million £ 32.3 million
Operating profit o . : £0.6 million £ 0.2 million
Cash (outflow)/inflow from operating activities : . £4.1 million  £(0.5) million

Strategic focus: Strong finances that enable improvement and growth.

Revenue: The Company's revenue at £34.1 million was £1.8 million higher than the prior year primarily due to an'increase

in opportunities to secure construction work as consequence of the reduction in restrictions resultant from the COVID-19

pandemic.

Operating profit and position at the year-end: The'Company's operating proﬁt of £0.6 million was £0.4 million higher
than the previous year’s operating profit, primarily reflecting the increased volumes generated. The statement of financial
position shows that, at 31 December 2022 the Company had total equity of £4.0 million (2021: £3.5 million).

Cash flow: The Company aims to collect from customers and pay suppliers within contracted terms. Any surplus cash
held is remitted to Yorkshire Electricity Group plc ("YEG"), a company-in the Northern Powergrid Group, and invested
accordingly, generating a market rate of return for the Company. Movements in cash flows were as follows:

+ Cash intflow from operating activities at £4.1 million was £4.6 mllhon hlcher than the £0. 5m outflow in'previous year
due to an increase in trade and other payables.

’

+ The net cash used in investing activities at £0.5 million was £0. 3 million higher than the prev1ous year, reﬂectmg
h|gher purchas,es of mta.ng1bles

¢ The net cash outflow from financing activities at £1.3 million is £1.6 million higher than the £0.3m mﬂow in the
previous year primarily due to the movement on short-term loans with YEG.
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Integrated Utility Serv1ces Limited
Strategic Report for the Year Ended 31 December 2022 (contmued)

EMPLOYEE COMMITMENT
Strategic objective: High-performing people doing rewarding jobs in a safe and secure workplace.
) , - . 2022 2021
KPI ] : S Actual Target . Actual ) Target
Northern Powergrid Group occupational safety and : o
health administration rate 0.29 - 009 029 - - 0.09
Preventable vehicle accidents (PVAs) R 2 1 2 1
Operational incidents ' - ' - : - -

’ 2022 : o2021
Headcount ' _ 147 _ : 139 .

Performance during the year: The Company recorded two PVAs during the year against a target of 1 or fewer. Whilst _
the incidents were minor in nature and did not result in lost time, medical treatment, restricted duty or first aid accidents,
the Company has initiated increased mitigation and monitoring. In common with the Berkshire Hathaway Energy
Company ("Berkshire Hathaway Energy.") group, the Northern Powergrid Group measures its safety performance in terms
of the Occupational Safety and Health Administration (OSHA) rate, which is a measure used in the United States to
capture safety incidents. As a result of the continued focus on robust health and safety measures, the Company achieved its .
stretching OSHA target of reporting no recordable OSHA incidents. The Company further enhanced its management
system controls in 2022, achieving ISO 45001 Occupational Health and Safety certification. .

In relation to the support provided to employees as the covid 19 pandemlc restrictions eased, an enduring approach to
agile working was launched, allowing eligible colleagues to adopt flexible ways of working. This enhanced the Company’s
ability to attract new, talent -whilst fostering teamwork and collaboration. Alongside, the Company continued to develop its
health and wel[bemg offermg and in support appointed a new occupational health partner.-
-

Employee development and training sessions were camed out on topics which formed part of the Dwersnty, Equality and
Inclusion plan were provided to further promote a more inclusive culture. Routine training also continued in key areas-
such as customer service; cyber security and management development. In 2023, the Company’s leadership offering will
be refreshed in line with the Berkshire Hathaway Energy Performance Management Framework.

Pensions: The Company is a participating employer in the Northern Powergrid Group of the Electricity Supply Pension
Scheme (the "Scheme"), a defined benefit scheme. Further details are provided in Note 21 to the financial statements. The
.Company also participates in the Northern Powergrid Pension Scheme, which is a defined contribution scheme.

 ENVIRONMENTAL RESPECT

Strategic objective: Leaders in-environmental respect and low carbon technologies.

Performance during the year: The Northern Powergrid Group's approach to environmental compllance is governed by
its policy of Environmental RESPECT (Responsibility, Efficiency, Stewardshnp, Performance, Evaluation,
Communication and Training) implemented by Berkshire Hathaway Energy.

In support of the Group's environmental pollcy a number of initiatives were in place during the year including an
expansion of a carbon capture scheme, enablmg the capture of ‘580 tonnes (2021: 604 tonnes) of carbon dioxide to allow
the Group to offset both the office energy. use and the commercial fleet CO2 em15510ns to be declared carbon neutral and
zero recordable environmental incidents were reported. :
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Integrated Utlllty Services Limited
Strategic Report for the Year Ended 31 December 2022 (contmued)

PRINCIPAL RISKS AND UNCERTAINTIES

The prmcxpal rlsks and uncertainties of the Company are mteorated with’ the principal rlsks of the Northern Powergrid
Group and are not managed separately. Accordingly, the principal risks and uncertainties, which includé those of this
Company, are. discussed in the annual report and financial statements of Northern Power grld Holdings Company. The-
+ principal risks and uncertainties specific to the Company are outlined as follows .

Principal Risks ' i . , .

Resource availability
Loss of sub-contract resources. Loss of key management and personnel

Mitigation ?

* Sub-contracts are let w1th "back to back“ terms and conditions to ensure any resndual risk is transferred to the<
sub- contractor.

[

Succe5510n plan of skilled personnel available as replacements. . . -

Financial risk :
Economic climate and the resultmo effect on revenue, profi tablhty and bad debt.

: Mtttgat:on
*  Application of consistent debt follow-up procedures and close momtormg of receivables posmon

Contractual risk
Non-performance or-inability to complete contract.

Mitigation ' - . a
Thorough due dlllgence durmg tender processes and ensuring the scope of work is- clearly defined.
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Integrlated Utility Services Limited -
Strategic Report for the Year Ended 31 December 2022 (continued)

SECTION 172(1) STATEMENT :
The information pursuant to Section 414CZA of the Companies Act 2006 which describes how the directors have had
regard to the matters set out in Section 172(1) () to (f) when performing their duty under Section 172 is set out below:

(a) the likely consequences of any decision in the long term. Decisions are made in accordance with the Company's ten
year financial business plan and with due regard to the principal activity of the Company and the wider impact upon
the Company's stakeholders 1ncludm0 the Northern Powergrid Group :

(b)  the inter ests of the Company's employees. Detail is provided in ‘Employee Commltment

(c)  the need to foster the Companys business relatlonshlps with suppliers, customers and others. Detail is prov1ded in
: ‘Business Relationships’ in the Directors' report. .

(d) the impact of the Company's operations on the community and the environment. Detail is provided in
“Environmental Respect’.

(e)  the desirability of the Company maintaining a reputation for high standards of business conduct. Detail is provided
in ‘Business Relationships’ in the Directors' report.

(f) - the need to act fairly as between members of the Company. The Company has one class of shares whiqh are held by
Northern Electric plc, a company owned by the Northern Powergrid Group. '

/ ,
Approved By' the Board on 29 September 2023 and signed on its behalf by:

A P Jones
Director
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Integrated Utility Services Limited
"Directors' Report for the Year Ended 31 December 2022

The directors present their report together with the auditor's report and the financial statements for the year ended 31 .

December 2022.

Dividends '
During the year no interim dividend was pard (2021: £ml) The duectors recommend .that no final drvrdend be paid in
respect of the year (2021: £nil).

Future developments and future outlook
The Company will.continue to concentrate on engineering contractmg There are no plans to change the existing business
model.

_ Research and development
During the year, the Company invested £0.3 million (2021: £ml million) (Note 12 to the financial statements) in its
research and development activities. .

Post balance sheet events '
For the year ended 31 December 2022 there has been no non-adjustmg post balance sheet events.

Directors of the Company A ,
- The directors, who held office during the year and up to the date of signing were as follows:

T H France

P A Jones

A P Jones (appomted 14 Aprll 2022)
A J Maclennan

During the year, none of the directors had an interest in any contract which was material to the business of the Company.

During the year and up to the date of approval of the'Report of the Directors, an indemnity contained in the VCompany's '
Articles of Association was in force for the benefit of the directors of the Company and as directors of associated
companies, which was a qualifying indemnity provision for the purposes of the Companies Act 2006.

Financial instruments
Details of financial risks are mcluded in Note 23 to the ﬁnancral statements

As at 31 December 3022 and durlng the Year it was the Company's policy not to hold any derivative financial mstmments

Political Donations
During the year, no contributions were made to political orgamsatrons (2021 £nil):

Business Relationships )
The Company’s policy in respect of engaging with stakeholders is govemed by the Core Principles and the Berkshire
Hathaway Energy code of business conduct (“Code of Conduct”). The Core Prmcrple of ‘Regulatory Integrity’ defines the
Northern Powergrid Group’s commitment to comply with all laws wherever it does business and the expectation that all
employees (including directors) manage their activities in a manner that is compliant with all standards, regulations and
corporate policies. In addition, the Code of Conduct requires adherence to the highest level of ethical conduct and fair
.dealings with all customers, suppllers and competitors. :

Relations wrth suppliers is managed using a supplier regrstlatron system which .supports a robust and transparent
procurement process and ensures strict ‘compliance with the prevention of slavery and human trafficking. As a
consequence, the system allows the Company to make informed decisions which align with its values. when awarding
coritracts. When considering suppliers, the board advocates prompt payment. practices which are reviewed regularly by the
internal audit function and the implementation of procedures to reduce the risk of modern slavery in supply chains - - as set
out in the Company’s annual Modern Slavery Act statement. .

‘Commercial customers are the primary stakeholder group served by the Company and therefore the services offered are all
tailored to provide a benefit and meet the contractual requirements of the awarding party.
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. Integrated Utility Services Limited ' L
Directors' Report for the Year Ended 31 December 2022 (continued)

'

‘ STATEMENT OF DIRECTORS' RESPONSIBILITIES

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

-Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements-in accordance with United Kingdom adopted international accounting’
standards. The financial statements also comply with the International Financial Reporting Standards (IFRSs) as issued by
the IASB.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 Accountmo Standard 1 requnres that dlrectors
+ Properly select and apply accounting pohcnes : '

* Present information, including accounting “policies, in a manner that provndes relevant, rehable comparable and
understandable information; :

* Provide additional disclosures when compliance with the specific requirementsof the financial reporting are insufficient -
to enable users to understand the impact of particular transactlons other events and conditions on the entity's financial
- position and financial performance; and

- 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 sufﬁcxent 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 asséts of the Company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.

The directors are fesponsible for the maintenance and integrity of the corporate and financial information included on the
company’s website. Legislation in the United Kingdom governing the preparatlon and dlssemmatlon of financial statements
may differ from legislation in otherJurlsdlctlons
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Integrated Utility Services Limited
Dlrectors Report for the Year Ended 31 December 2022 (contmued)

Going Concern

A review of the Northern Powergrid Group's business activities during the year, togethier with details regarding its future
development, performance and position, its objectives, policies and processes for managing its capital, its financial risk
management objectives and details of its exposures to trading risk, credit risk and liquidity risk are set out in the Strategic
Report, the Directors' Report and the appropriate notes to the financial statements of Northem Powergrid Holdings
Company. .

The Northern Powergrid Group is financed both in its operating companies and in other entities within the Northern
Powergrid Group, and companies may lend within the Northern Powergrid Group. For that reason, financial health is
- considered with reference to the Northern Powergrid Group. Those entities with a net current liabilities position -obtain a
letter of support from Northern Powergrid Holdings Company. .

When considering continuing to adopt the going concern basis in preparing the annual reports and ﬁnancnal statements, the
directors have taken into account a number of factors, including the following:

e The Northern Powergrid Group's main subsidiaries, Northern ‘Powergrid (Yorkshire) plc and Northern Powergrld
(Northeast) plc are stable electricity distribution businesses operating an essential public service and are regulated by
the Gas and Electricity Markets Authority (‘GEMA”). In carrying out its functions, GEMA has a statutory duty under
the Electricity Act 1989 to have regard to the need to secure that licence holders are able to finance the activities,
which are the subject of obhgatrons under Part 1 of the Electricity Act 1989 (including the obligations 1mposed by the
electricity distribution licence) or by the Utilities Act 2000,

+ The Northern Powergrid Group is profitable with strong underlying cash flows. Northern Powergrld Holdmgs
Company, Northern Powergrid (Yorkshlre) plc and Northern Powergrid (Northeast) plc hold investment grade credit
ratings;

+ The Northern Powergrid Group is financed by long-term borrowings with an average maturity of 16 years and has
access to short-term committed borrowing facilities of £242 million -provided by Barclays Bank plc, Lloyds Bank plc

" HSBC UK Bank plc and Royal Bank of Canada;

+ The Northern Powergrid Group benefits from strong investment-grade credit ratings which allow access to a range of
financing options. A successful bond issue by the Northern Powergrid Group in April 2022, demonstrates that the
Northern Powergrid Group’s bonds remain attractlve to investors and there is an active market with strong appetlte to
invest;

+ The Northern Powergrid Group has prepared forecasts which taking into account reasonable possible changes in
trading performance, show that the Northern Powergrid Group has sufficient resources to settle its liabilities as they fall
due for at least the 12 months from the date of these accounts. The directors have had discussions with the bank who
have indicated that they would continue to provrde the shon term facilities to the Northern Powergrid Group for the
foreseeable future on acceptable terms; and

+ Consideration was also given to.the obligations contamed in the Northem Powergrid (Y orkshire) plc and Northern
Powergrid (Northeast) plc licences to provide Ofgem with annual certificates, confirming that the directors have a
reasonable expectation that the Northern Powergrid Group will have sufficient financial and operational resources
available for the continuation of business for a period of at least 12 months. The board determined any material
variations to the assumptions used when providing those certificates were unlikely within the eight-year period or
beyond.

Consequently, after making these enquiries, including the parent company’s going concern position and the availability of
the cash pooling arrangement the directors have a reasonable expectation that the Company has 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 financial statements

Disclosure of lnformatlon to the auditor

Each director has taken steps that they ought to have taken as a director in oxder to make themselves aware of any relevant
audit information and to establish that the Company's auditor is aware of that information. The directors confirm that there
is no relevant information that they know of and of which they know the auditor is unaware.

Reappointment of auditor

Deloitte LLP will continue in office in accordance with the provisions in Sectlon 487 of the Companies Act 2006 and has .
indicated its willingness to do so. :
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~ Integrated Utility Services Limited -
Directors' Report for the Year Ended 31 December 2022 (contmued)

Approved by the Board on 29 September 2023 and signedAon its behalf by:

A P Jones
Director . ' . |
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Integrated Utility Services Limited
Independent Auditor's Report to the Members of Integrated Utlllty Services Limited

Report on the audlt of the financial statements

Opinion

In our opinion the financial statements of Integrated Utlllty Services Limited (the 'Company)

+ give atrue and fair view of the state of the company's affairs as at 31 December 2022 and of its proﬁt for the year then
ended;

+ have been properly prepared in accordance with UK adopted international accounting standards and International
Financial Reporting Standards (IFRSs).as. issued by the International Accounting Standards Board (IASB) and

. have been prepared in accordance with the 1equ1rements of the Companies Act 2006.

'We have audited the financial statements which comprise:

the statement of profit or loss; .

the statement of comprehensive income;

. -

the statement of financial position; -

the statement of changes in equnty,

the statement of cash ﬂows
¢ the related notes 1 to 26.

The financial reporting framework that has been applied in their preparation is applicable law and UK adopted,
international accounting standards and IFRSs as issued by the IASB..

Basis for opinion -

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

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requ1rements We ‘believe that the audit evidence we
have obtained is sufﬁcnent and appropriate to provnde a basis for our opinion.

Conclusnons relatmg to going concern

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

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

Our responsibilities and the reSpOnSIblllthS of the dlrectors wrth respect to gomg concern are described in the relevant
sectiongs of this report. : o

Other information '

The other information comprises the mformatlon 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 othier 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 thene isa materlal mlsstatement of this other mformatlon we are réquired to report |
that fact.

We have nothing to report in this regard.
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Integrated Utlllty Services Limited
Independent Auditor's Report to the Members of Integrated Utility Servnces lelted
(contmued)

ReSpOnSlbllltleS of dlrectms

As explained more fully in the directors’ responsnbxlltles statement, the dlrectors are responsible for the preparatlon 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 preparatlon of financial statements that are free from material mlsstatement whether

. due to fraud or error.

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

Auditor’s responsnblhtles 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. 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.
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Integrated Utility Servnces Limited
Independent Auditor's Report to the Members of Integrated Utlllty Servnces lelted
, (continued) -

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 mdustry ‘and its control environment, and reviewed the company’s
documentation of their policies and procedures relating to fraud and compliance with laws and reoulatlons We also
enquired of management and directors about their own identification and assessment of the risks ofmegularmes including’
those that are spemﬂc to the company’s business sector. .

We obtained an underst'anding of the legal and regulatory frameworks that the company operates in, including those that
are specific to the company's business sector, and identified. the key laws and regulations that:

« had a direct effect on the determination of material amounts and disclosures in the ﬁnancxa] statements These included
UK Compames Act, pensions legislation, tax législation; and

+ do not have a direct effect on the financial statements but compliance with which may be fundamental to the company s
ability to operate or to avoid a material penalty. These included Electricity Act 1989 and GDPR.

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

As a result of performing the above, we identified the greatest potential for fraud in the following area, and our procedures
performed to address it are described below:

+ Revenue recognition, specifically the valuation assertion based on testmg of projects‘and the cut off assertion based on
testing of costs. The Company uses the percentage of completion, which is calculated by getting the ratio of actual costs
incurred to total forecast costs, to recognise the revenue for each project. As the forecast costs involve estimates; there is a
fraud risk in this area. We performed procedures including: review of post year end movements in contract margins;
accuracy testing of supplier and customer invoices and their inclusion in the correct financial accounting period; testing.
and challenge of outstanding debtors and work-in-progress balances; and recalculation of percentage of completion of

contracts.. :

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 joufnal 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 SIgmf icant transactions that are
unusual or outside the normal course of business.

In addition to the above; our procedures to respond to the risks identified included the following: )
« reviewing financial statement disclosures by testing to supporting documentation to assess compliance with provnslons of
relevant laws and regulations described as having a direct effect on the financial statements;’ )
« performing analytical procedures to identify .any unusual or. unexpected relationships that may indicate risks of materlal
misstatement due to fraud;

* enquiring of management internal audit, and internal and external legal counsel concermng actual and potentlal litigation
and claims, and instances of non-compliance with laws and regulations; and : , )

« reading minutes of meetings of those charged with governance . :
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Integrated Utility Services Limited A ‘
Independent Auditor's Report to the Members of Integrated Utlllty Servnces Limited
(contmued)

’ 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:

* » the information_given in the strategic report and the directors’ report for the financial year for whlch the financial
statements are prepared is consistent with-the financial statements; and .

* the stratealc report and the directors’ report have been prepared in accordance with applicable legal requirements.

“In the llght of the knowledge and understanding of the company and 1ts environment obtained in the course of the. audit,
we have not 1dent1ﬁed any mateual misstatements in the: strateglc report or the directors’ report.

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

+ adequate accounting records have not been.kept, or retums adequate for our audit have not been received from
branches not visited by us; or

» the financial statements are not in agreement with the accounting records and returns; or

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

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

We have nothing to report in respect of these matters.

Use of our report .

This_report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Qur-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.

[l

Paul Hewitson (Semor Statutory Auditor)
For and on behalf of Deloitte LLP, Statutory Auditor
Newcastle

- United Kingdom

29 September 2023
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Integrated Utility Services Limited
Statement of Profit or Loss for the Year Ended 31 December 2022

o S _ o . , 2022 2021

. o Note . £000 . £000

Revenue A _ ’ 3 34,144 - 32,347
/Cost of sales : S o | o (29;323) (28,175)
Gross profit - . . ' ' I 4821 4,172

Adnllinistrative'expenses' ' o o B ‘ L (4210) (3,961 .

Operating profit v ' ' 4 , - 611 211
- Finance costs : ‘ : 5 o (62) ' _ (48)
" Finance income ' - o - ' 5 6 . -
Profit before tax " | o ‘ o . 555 . 163
Income tax expense 4 . E : . ' 9 Y ‘ “)
Profit for the year | A | ' o ; - 443 . 159

‘The notes on pages 19 t6 49 form an integral part of these financial statements.
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| Integrated Utlllty Services Limited .
Statement of Comprehensive Income for the Year Ended 31 December 2022

2022 2021
: £000 £000
 Profit for the year. A : e — 443 159
“Total comprehensive income for' the year . o . B 443 159

The notes on pages 19 to 49 form an mtegral part of these fi nancnal statements.
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Integrated Utility Services Limited
- (Registration. number: 02964844)
Statement of Financial Position as at 31 December 2022

31 December -

31 December

2022 2021
Note £000° £000
Assets ‘
Non-current assets - : s S .
Property, plant and.equipment o 10 . 420 448
Right of use assets . ‘ - ) ‘ 11 © 1,328 1,607
~_ Intangible assets : o L 12 27 -
Deferred tax assets . o , 9 : 129 135
, . - 2154 2,190
Current assets . ) o ‘
Trade and other receivables - S13 8,177 4,727
Income tax asset . ' : ‘ o - 26
Cash and cash equivalents ’ ‘ 14 2,431 -
Contract assets - . ' 3 ’ 5,824 7,593
16,432 12,346
Total assets i - . A o ) 18,586 14,536
Equity and liabilities '
Equity .
" Share capital - o ' . 15, . (3,103) (3,103)
Retained earnings ~ / 3 , 16 @ -(434)
. Totalequity - - , - A (3,980) (3.537)
Non-current liabilities A '
" Long-term lease liabilities ' ' - _ 18 (1,003) (1,235)
Current liabilities ' : '
~ Current portion of long-term lease liabilities . ) 18 371) (411)
Trade and other payables : 20 (12,236) (7,627)
“Loans and borrowings : o 17 (281) (992)
Income tax liability ‘ (72) - -
Provisions B 19 (643) - (734)
' ' (13,603) (9,764)°
Total liabilities ‘ - - (14,606) (10,999)
. Total equity and liabilities S  (18,586) -

Approved by the Board of Directors on 29 Sept‘eh1ber42023 and signed on its behalf by:

A P Jones
" Director

The notes on pages 19 to 49 form an integral part of these financial statements.
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\

Integrated Utility Services Limited '
Statement of Changes in Equity for the Year Ended 31 December 2022

- Retained

. Share capital earnings "~ Total

: . i ) Note - . . £000 ‘ £000 £000

At 1 January 2022 o 3,103 . 434 - 3,537

Profit for the ygér " c » - 443 - 443

Total comprehensive income . . , ' - : 443 443

At 31 December 2022 o S 3,103 : 877 - . 3,980

ARetain’ed .

) Share capital - earnings = Total

. . . £000 £000 .- £000

At 1 January 2021 ) ‘ . 3,103 .- ° . 275 3,378

Profit for the year A . , ' ‘ _ - . 159 159
Total _compfehensivé income - ' - " i59 159

. At31 December 2021 . . : . 3,103 - 434 3,537

The notes on pages 19 to 49 form an 'integral pa?c of these financial statements.
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Integrated Utlllty Servnces Limited

Statement of Cash Flows for the Year Ended 31 December 2022

Cash flows (used in)/from operating activities

Profit for the year

Adjustments to cash flows from non- cash items
Depreciation and amortisation

Depreciation on right of use assets

'Finance income

Finance costs

Income tax expense

Increase in trade and other réceivables
Increase in trade and other payables

Decrease/(increésc) in contract assets

(Decrease)/increase in provisions

Cash generated from/(used in) operations

Income taxes paid

Net cash flow generated from/(used in) operating activities
.Cash flows used in investing activities

Acquisitions of property plant and equipment

Acquisition of intangible assets. ‘

Interest received

Net cash flows used in investing activities

Cash flows generated/(used in) from financing activities
Movement in intercompany loans

Interest expense on leases

Interest paid - i

Payments to lease creditors

Net cash flows (used in)/generated from financing activities

Net movement in cash and cash equivalents
Cash and cash equival‘ents at 1 January

Cash and cash equivalents at 31 December .

Note

10, 12
11

13
20

19

10
12

17

14
14

2022

© 2021
_£000 £000
443 159 -
245 123
438 400
- (6) -
62 48
112 4
1,294 - 734
(3,450) (1,075)
4,618 1,118
1,769 (1,379)
- 91) 141
4,140 461)
) (64)
4,132 (525)
181) (226)
(313) -
S ]
(488) (226)
811) . 811
(46) (47)
(16) (H
(440) (397)
(1,313) 366
2,331 (389)
(181) 204
2,150 (181)

The Company has diAsclosed the underlying cash flows as operating, investing, or financing according to their nature on the .
basis that, as a principal, the entity has the right to the cash inflows and/or obllgatlon to settle the liability and- ensure

. clarity of disclosure of the cash costs of the business.-

The notes on pages 19 to 49 form an integral part of these financial statements.
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Integrated Utility Services Limited
‘Notes to the Fmanclal Statements for the Year Ended 31 December 2022

1 . General mformatlon

- The Company is a private company limited by share caprtal mcorporated under the Compames Act 2006 and domiciled i in
- England and Wales. :

The address of its reglstered ofﬁce is Lloyds Court, 78 Grey Street, Newcastle upon Tyne NEI 6AFUnited ngdom

‘2 Accounting policies

Statement of compliance -
The financial statements have been prepared.in accordance with UK adopted mtematronal ‘accounting standards and
International Financial Reporting Standards as issued by the JASB.

* Summary of srgmﬁcant accounting pollcles and key accounting estlmates

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consnstently applied to all the years presented, unless otherwise stated. Es

Basis of preparation, A :
The financial statements have been prepared in accordance wrth adopted IFRSs and under hlstorlcal cost accounting rules.

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

The nature of the Companys business model, strategic obJectlves operations and actlvmes are set out in the Strateglc
Report .
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Integrated Utility Services lelted
Notes to the Financial Statements for the Year Ended 31 December 2022 (contmued)

2 Accountmg policies (contmued)

Going concern :

A review of the Northern Powergrid Group's business activities during the year, together with details regarding its future
development, performance and position, its objectives, policies and processes for managing its capital, its financial risk
management objectives and details of its exposures to trading risk, credit risk and liquidity risk are set out in the Strategic
Report, the Directors' Report and the appropriate notes to the financial statements of Northern Powergrid Holdings:
Company. .

The Northern Powergrid Group is financed both in its operating' companies and in other entities within the-Northern
Powergrid Group, and companies may lend within the Northern Powergrid Group. For that reason, financial health is
considered with reference to the Northérn Powergrid Group. Those entities with a net current liabilities  position obtain a
letter of support from Northern Powergrid Holdings Company.

When considering ¢ontinuing to adopt the going concern basis in preparing the annual reports and fnancnal statements, the
directors have taken into account a number of factors, including the following:

« The Northern Powergrid Group's main subsidiaries, Northern Powergrid (Yorkshire) plc and Northern Powergrid
‘(Northeast) plc are stable electricity distribution businesses operating an essential public service and are regulated by
the Gas and Electricity Markets Authority (“GEMA™). In carrying out its functions, GEMA has a statutory duty under
the Electricity Act 1989 to have regard to the need to secure that licence holders are able to finance the activities,
which are the subject of obligations under Part 1-of the Electricity Act 1989 (including the obligations lmposed by the

. electricity distribution licence).or by the Utilities Act 2000;

~» The Northern Powergrid Group is profitable with strong underlymg cash’ flows. Northern Powergrid Holdings
Company, Northern Powergrid (Yorkshire) plc and Northern Powerorld (Northeast) plc hold investment grade credit

_ ratings; )

« The Northern Powergrid Group is financed by long-term borrowings with an average maturity of 16 years and has
access to short-term committed borrowing facilities of £242 mllllon provided by Barclays Bank plc Lloyds Bank plc,’
HSBC UK Bank plc and Royal Bank of Canada;

+ The Northern Powergrid Group benefits from strong mvestment-grade credlt ratings which allow access to a range of .
financing options. A successful bond issue by the Northern Powergrid Group in April 2022, demonstrates that the
Northern Powergrid Group’s bonds remain attractive to investors and there is'an active market with strong appetite to
.invest;

+ The Northern Powergrid Group has prepared forecasts which taking mto account reasonable possible changes in
trading performance, show that the Northern Powergrid Group has sufficient resources to settle its liabilities as they fall
due for at least the 12 months from the date of .these accounts. The directors have had discussions with the bank who -
have indicated that they would continue to provide the short-term facilities to the Northern Powergrid Group for the

* foreseeable future on acceptable terms; and

+ Consideration was also given to the obligations contained in the Northern Powergnd (Yorkshire) plc and Northern -
Powergrld (Northeast) plc’s licences to provide the Office of Gas and Electricity Markets with annual certificates,
confirming that the directors have a reasonable expectation that the Northern Powergrid Group will have sufficient -
‘financial and operational resources available for the continuation of business for a period of at least 12 months. The
board determined any material variations to the assumptions used when providing those certificates were unlikely
within the eight-year period or beyond. '

Consequently, after making these enquiries, including the parent company’s going concern position and the availability of
the ‘cash pool’ing arrangement the directors have a reasonable expectation that the Company .has - 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 ﬁnancral statements.

Critical judgements in applying accounting pohcnes
There are no critical judgements that the directors have made in the process of applymg the Company s accountmg polrcles
and that have the most sngmﬁcant effect on amounts recognised in.the financial statements.
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Integrated Utility Services Limited
Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

2 Accounti-ngipolicies (continued)

Key sources of estimation uncertainty
- In the preparation of financial statements in conformity with IFRS, the directors identified the following key assumptlons
" concerning the future and other key sources of estimation uncertainty at the end of the reporting period that may have a
significant risk of causing a material adJustment to the carrying amounts of assets and liabilities within the next fnanCIal
year: :
Revenue recognifion
Revenue recognition is based on costs as a best mdicator to determme the stage of completion Every project is reviewed
on a monthly basis with the end of life forecast position established in terms of revenue, cost and associated margin.
Revenue recognition is based on latest forecast position, with contract assets and liabilities reported accordingly. Carrying .
value -of contract assets at the end of the reporting period is £5,824,000 (2021: £7,593,000). Carrying value of contract
liabilities at the end of the reporting period is £nil (2021: £nil).,

Further information on the principals used in the recogmtion of revenue is disclosed further down this note, Withm the
revenue recognition section.

Changes in accounting policy
New standards and amendments

Effective for periods beginning or after 1 January 2022

* Amendments to IFRS 3: Reference to the Conceptual Framework

« Amendments to IAS 16: Property, Plant & Equipment - Proceeds before Intended Use
+ Amendments to IAS 37: Onerous Contracts - Cost of Fulfilling a Contract

 Annual Improvments to IFRS Standards 2018-2020

These amendments did not have a material impact on the financial statements.
The other amendments have had no material impact on the financial statements including the comparitives.

The directors have considered new accounting standards issued that are not yet applicable and have noted no material -
. changes are likely to arise. '

Revenue recoonition e

Recognition

The Company earns revenue from the provision of services relatma to revenue from a contract to provide services is
recognised by the followmg means:

-Engineering contracting work includes major projects that are routinely delivered throughout the Northeast, Yorkshire,
Scotland and the Midlands, with revenue being recognised in line with expenditure; and

-Multi Utility installation work is provided for both independent network operators and residential housebu1|ders with
revenue recognised in line with expenditure profile;

-IUS also has a number.of large frameworks with Northern Powergud delivermg automation, overhead lines and asset
replacement and maintenance work, with revenue being recognised as the performance obligation is completed.

-Revenue is recognised in the accounting period when the services are rendered at an amount that reflects the consideration
to which the entity expects to be entitled in exchange for fulfilling its performance obligations to customers.

~* The principles in IFRS are applied to revenue recognition criteria using the following'5 step model:

1. Identify the contracts with the customer i
2. Identify the performance obligations in the contract
3. Determine the transaction price

" 4. Allocate the transaction price to the performance oblioations in the contract
5. Recognise revenue when or as the entity satisfies its performance obligations
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Integrated Utility Services Limited
Notes to the Financial Statements for the Year Ended 31 December 2022 (contmued)

2 Accounting policies (continued) N . _ oy
" Fee arrangements ’
Below are details of fee arrangements and how these are measured and recogmsed for revenue from the provision of

services: \

\

« For fixed fee arrangements from services revenue is recognised based on the stage of completion and performance

obligations met for actual services provided as a proportion of the total fixed fee agreed in the contract.

« For fee for service (time) revenue is recognised by time perfonned on the contracts to the year end date using contractual '
- rates specified in the contract.

Performarzce obligations
The performance obllgatlons involved in engineering contracting work are accounted for as follows

* Where the outcome of a contract can be estimated réliably, revenue and costs are recognised by reference to the stage of
completion of the contract activity at the end of the reporting period, based on the proportion of contract costs incurred for
work performed to date relatlve to the estimated total contract costs, except where this would not be representatlve of the
stage of completlon

* Variations in contract work, claims and incentive payments are’ mcluded to the extent that they have been agreed with the
customer.

+ Where the outcome of a contract cannot be estimated reliably, contract revenue is recognised to the extent of the costs .
incurred where it is probable they will be recoverable. Contract costs are recognised as expenses in the period in which
they are incurred. When it is probable that total contract costs will exceed total contract revenue, the expected loss is
recognised as an expense immediately.

» When contract costs incurred to date plus recognised profits less recognised losses exceed progress billings, the surplus is.
shown as amounts due from customers for contract work. For contracts where progress billings exceed contract costs
incurred to ‘date plus recognised profits less recognised losses, the surplus is shown as the amounts due to customers for
contract work. Amounts received before the related work is performed are included in the consolidated statement of
financial position, as-a liability, as advances received. Amounts billed for work performed but not yet paid by the customer

 are included in the consolidated statement of ﬁnancial*position under trade and other receivables.

Leases

The Company applies IFRS 16 to all leases (except as noted below) which.include buildings and fleet vehicles. The
" right-of-use assets are initially measured at the amount of the lease liability plus any initial direct costs incurred by the

lessee. Subsequently, the assets are at cost value less depreciation. The corresponding lease liability is initially measured at

present value of all lease payments over the lease term and can be restated if the terms or other criteria of the contract

change. These values can be found in the Statement of Financial Position. :

The Company has taken practical expedients as per below:

- For short-term leases (lease term of 12 months or less) and leases of low-value assets . (which includes . personal
computers, small items of office furniture and telephones), the Company has opted to recognise a lease expense on a -
straight-line basis as permltted by IFRS 16. This expense i presented within ‘administrative expenses’ in the Statement of
Profit or Loss.

- Applies a single discount rate to a portfolio of leases;

- Uses hindsight t6 determine the lease term when contract contains optlons to extend or termmate the lease; and

- Adjusts r|°ht of use asset by pl’OVlSlOn for onerous leases as an alternative to performing an impairment review.

The weighted average lessee’s incremental borrowing rate applied to determine the present value of the lease llabllmes
during the current peuod was 2.43% (2021: 2. 43%)

The Company recognises deprecatlon of right-of-use assets (within administration expenses) and interest on lease
liabilities (within finance costs) in the Income Statement. Within the Statement of Cash Flow, the Company separates the
total amount of cash paid between the principal portion and the interest, both of which are presented within ﬁnancmg
activities. Deprecmtlon on fleet and property right-of-use assets is recognised ona straight-line basis.

Right-of—use assets are depreciated over the shorter of the useful life of the asset or the lease term. For information
regarding the depreciation charge per class of asset and carrying value, please refer to Note 11 Right of use assets.
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Integrated Utility Services Limited
Notes to the Fmancnal Statements for the Year Ended 31 December 2022 (contmued)

2 Accounting policies (continued)

Finance income and costs policy :

Finance income from a financial asset is recognised when it is probable that the economic benefits will ﬂow to the
Company and the amount of income can-be measured reliably. Interest income is accrued on a time basis, by reference to
the principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial asset to that asset's net carrying amount ‘on initial recognition.

Finance costs directly attributable to the acquisition,. construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use are added to the cost of those assets, until
such time as the assets are substantially. ready for their, intended use. :

! X . .
All other borrowing costs are recognised in profit or loss in the period which they. are'incurred.

Y

" Tax : .

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

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

Deferred income tax is recognised on temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the financial statements and on unused tax losses or tax credits in the Company. Deferred income tax
. is determined using tax rates and laws that have been enacted or substantively enacted by the reporting date.

The 'canying amount of deferred tax assets are reviewed at each reporting date and a valuation allowance is set up against
deferred tax assets so that the net carrying amount equals the highest amount that is more likely than not to be recovered
based on current or future taxable profit.

Property, plant and equipment ' ' (
Property, plant and equipment is stated in the statement of financial position at cost, less any subsequent accumulated
depreciation and subsequent.accumulated 1mpa|rment losses.

The cost of property, plant and equipment includes dlrectly attributable incremental costs mcurred in their acqunsmon and
mstallatlon ) i S

Assets in the course of construction are carried at cost, less any recognised impairment loss. Costs include professional
fees, and, for qualifying assets, borrowing costs capitalised in accordance with the Company's accounting policy. Such
assets are classified to the appropriate categories of property, plant and equipment when completed and ready for intended
use. Depreciation.on.these assets, on the same basis as other assets, commences when the assets are commissioned. Assets
are derecognised when they.are disposed of profit or loss on disposal is recognised in other gains on the statement of profit
- or loss. : N

. Depreciation

Depreciation is charged so as to write off the cost of assets, other than land and properties under construction over their
estimated useful lives. Depreciation is recognised on a straight line basis as follows:

Assetclass ~  / V _ Depreciation rate

Furniture, fittings and equipment : ' ‘ ~ upto 10 years
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Integrated Utlllty Services Limited
Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

2 Accounting policies (continued) .

Intangible assets

An internally generated intangible asset arising from development is recogmsed 1fthe conditions set out in IAS 38 relating
to the recognition of intangible assets are met. The amount initially recognised for internally-generated intangible asset is
the sum of expenditure incurred from the date when the intangible asset first meets the recognition criteria. Amortisation is
recognised on a straight-line basis over their estlmated useful lives.

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

Provnslons . .
Provisions are recognised when the Company has a present obligation (legal or constructlve) as a result of a past event, it -
is probable that the group will be required to settle that obligation and a reliable estimate can be made of the amount of the
obligation. -

Provisions are' measured at the’ directors’ best estimate of the expendrture required to settle the obligation at the reporting

date and are dlscounted to present value where the effect is material.
]

Impalrment of non- ﬁnancnal assets

At the balance sheet date, the Company reviews the carrying amounts of its tan°1ble ‘ahd mtanglble assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated to determine the extent of the impairment loss (if any). Where the asset does
not generate cash flows that are independent from other assets the group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

An intangible asset with an indefinite useful life is tested for |mpa1rment at least annually and whenever there is an
" indication that the asset may be impaired.

'Whele the recoverable amount is estimated to be less than its carrying amount; the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is recogmsed immediately in profit or loss.

Share capital :

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

Pensnon obligations

The Company contributes to the Northern Powergrid Group of the Electrrcnty Supply Pension Scheme (ESPS), a defined
benefit'scheme that shares risk between various entities under common control. There is no contractual agreement or stated
policy for charging the net defined benefit cost for the plan as a whole to individual ‘group entities and accordingly the
Company financial statements account for the Northem Powergrid Group of the ESPS as if it were a deﬁned contribution’
* scheme. .

Contributions to the Northern Powergrid Group of the ESPS are charged to the statement of profit or loss. The capital costs
of ex- gratia and supplementary pensrons are normally charged to the statement of proﬁt or loss in the perlod in which they
are granted.

The Company also participates in a defined contribution scheme. Contributions payatble to the defined contribution scheme

are charged to the statement of profit or loss in the year. Differences between contributions payabl€ in the year and
contributions actually paid are shown.as either accruals or prepayments in the statement of financial position.
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‘Integrated Utility Servnces Limited
- Notes to the Financial Statements for the Year Ended 31 December 2022 (contlnued)

2 Accounting policies (continued)

Financial instruments

Initial recognition

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

The Company recognises financial assets and financial liabilities in the statement of financial posmon when and only
when, the Company becomes party to the contractual prov1S|ons of the financial instrument.

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

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

Subsequent to lmtla[ measurement, financial assets and financial liabilities-are measured at either amortised cost or fair
value. - . : A

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

Financial assets are classified into one of the following three categories: -
- financial assets at amortised cost; :
- financial assets at fair value through other comprehenswe income (FVTOCI) or
* financial assets at fair value through the profit or loss (FVTPL)

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

The classification and the basis for measurement are subject to. the Company’s business model for managing the financial
assets and the contractual cash flow characteristics of the financial assets, as detailed below:

Financial assets at amortised cost
A fnancnal asset is measured at amortised cost if it meets both of the following condmons and is not desngnated as at
FVTPL: :
- the assets are held within a business model whose ob_|ect1ve is to hold assets in order to collect contractual cash ﬂows
and

- the contractual terms of the ﬁnancnal assets give rise on specified dates to cash ﬂows that are solely payments of prlnClpal
and interest on the principal amount outstanding. .

If either of the above two criteria is not met, the financial assets are classnﬁed and méasured at fair value thirough the proﬁt' ’
or loss (FVTPL).

If a financial asset meets the amortised cost criteria, the Company may choose to designate the financial asset at FVTPL.

Such an election is lrrevocable and applicable only if the FVTPL classnﬁcatlon significantly reduces a measurement or
recognition inconsistency.
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Integrated Utility Services Limited
Notes to the Fmanclal Statements for the Year Ended 31 December 2022 (contmued)

2 Accounﬁng policies (continued)

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

- 'the asset is held within a business model whose ob_;ectlve is achieved by both collecting contractual cash flows and
selling financial assets; and

- the contractual terms of the financial assets give rise on specified dates to cash flows that are solely payments of prmcnpal
and interest on the principal amount outstanding. .

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

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

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

Financial liabilities at amortised cost
All financial liabilities, other than those classified as ﬁnanmal liabilities at FVTPL, are measured at amortised cost usmg
the effective interest rate method.

Financial liabilities at fair value through the profit or loss

Financial liabilities not measured at amortlsed cost are classified and measured at FVTPL. This classification includes
" derivative liabilities.
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Integrated Utlllty Services Limited
Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

2°  Accounting policies (continued)

Derecognition

- Financial assets

" The Company derecognises a financial asset when:
- the contractual rights to the cash flows from the financial asset expire;
- it transfers the right to receive the contractual cash flows in a transaction in which substantlally all of the risks and
rewards of ownership of the financial asset are transferred; or :
- the Company neither transfers nor retains substantially all of the risks and rewards ‘of 0wnersh1p and it does not retain
control of the fmanmal asset,

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

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

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

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

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

\

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

(¢) The amount that best represents the entlty s, maximum exposure to loss from its contmumg involvement in the
derecognised financial assets, and how the maximum exposure to loss is determined;

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

Financial liabilities ’
The Company derecognises a fnancnal llablhty when its contractual obllgatlons are discharged, cancelled or expire.

Modification of financial assets and financial liabilities

Financial assets ' ‘

If the terms of a financial asset are modlﬁed ‘the Company evaluates whether the cash flows of the modified asset are
substantially different. If the cash flows are substantially different, then the contractual rights to the cash flows from the
original financial asset are deemed to expire. In this case the original ﬁnancxal asset is derecognised and a new financial
asset 1s recognised at either amortised cost or fair value. :

If the cash flows are not substantially dlfferent then the modification does not result in derecogmtlon of the ﬁnanCIal asset. -
In this case, the Company recalculates the gross carrying amount of the financial asset and recognises the amount arising
from adjusting the gross carrymo amount as a modification gain or loss in the statement of income.
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Integrated Utlllty Services Limited
Notes to the Fmanclal Statements for the Year Ended 31 December 2022 (continued)

2 Ac’counting policies (continued)

Financial liabilities

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

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

Impairment of financial assets "

Measurement of Expected Credit Losses
The Company recognises loss allowances for expected credit losses (ECL) on financial instruments that are not measured -

~at FVTPL, namely:

- Financial assets that are debt instruments; -
- Accounts and other receivables;

- Financial guarantee contracts lssued and
- Loan commltments issued.

- The Company classifies its financial mstruments into stage 1, stage 2 and stage 3, based on the applled impairment
methodolovy, as described below:

~ Stage 1: for ﬁnancial instruments where there has not been a significant increase in credit risk since initial recognition and
* that are not credit-impaired on origination, the Company recognises an allowance based on the 12:month ECL;

Stage 2: for finandial instruments where there has been a significant increase in credit risk since initial recognition but they
are not credit-impaired, the Company recognises an allowance for the lifetime ECL; and

Stage 3: for credit-impaired financial instruments, the company recognises the lifetime ECL.

The Cornpany measures loss allowances at an amount equal to the lifetime ECL, ‘except for the following, for which they
are measured as a l2-month ECL: . '

- debt securities that are determined to have a low credit risk (equivalent to investment grade rating) at the reportmg date
- and
- other fnancnal instruments on which the credlt risk has not mcreased significantly since their initial recoomtlon

The Company con51ders a debt security to have low credit rlsk when their credit risk rating is equnvalent to the globally .
understood definition of © mvestment grade ' ‘

A 12-month ECL is the portion of the ECL that results from default events on a ﬂnancnal mstrument that are probable
within 12 months from the reporting date. :

Provisions for credlt-lmpalrment are recoomsed in the statement of income and are reﬂected in accumulated pr0v1510n
balances against each relevant financial instruments balance.

Evidence that the financial asset is credit-impaired include the following:

- Significant financial difficulties of the borrower or issuer;

- A breach of contract such as default or past due event;

- The restructuring of the'loan or advance by the Company on terms that the Company would not consider otherwnse

- It is becoming probable that the borrower will enter bankruptcy or other financial reorganisation;

- The disappearance of an active market for the security because of financial difficulties; or
.- There is other observable data relatmg to a group of assets such as adverse changes in the payment status of borrowers or
- issuers in the Company, or economic condltlons that correlate with defaults i in the Company
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2 Accountmg p‘ollc1es (continued)

For trade receivables, the Company applies the 51mpl|fed apploach which requnes expected Ilfetlme losses to be
1ecogmsed from mmal recognition of the receivables.

To measure the expected credit losses trade receivables and contract assets have been grouped based on shared credit risk
characteristics’ and the days past due. The contract assets relate to unbilled work in progress and have substantially the
same risk characteristics as the trade receivables for the same types of contracts. The Company has therefore concluded
that the expected loss rates for trade receivables are a reasonable approximation of the loss rates for the contract assets.

The expected loss rates are based on the payment profiles of sales over a period of 36 month before 31 December 2020 and
the corresponding historical credit losses experienced within this period. The historical loss rates are adjusted to reflect
current and forward-looking information on macroeconomic factors affecting the ability of the customers to settle the
A receivables. The Company has identified the GDP and the unemployment rate of the countries in which it sells its goods
and services to be the most’ relevant factors and accordmaly adjusts the historical loss ratés based on expected changes in
these factors. - :

*Definition of a'efault : :
The Company considers the following as constituting an event of default for mternai credit risk management purposes as
historical experience indicates that financial assets that meet either of the following criteria are not recoverable:

when there is a breach of financial covenants by the debtor; and

+ information developed internally or -obtained from external sources indicates that the debtor is, unllkely to pay its
creditors, mcludmg the Company, in full. ) -
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3 Revenue
Thie analysis of the Company's revenue for the year from continuing operations is as follows:
‘ 2022

-2021

, . £000 £000

Revenue from contracts with customers . : . 4 ' 34,144 32,347

Assets recognised from costs to fulfil a contract with customers

2022 2021
. T £000 £000

~ Contract costs mcurred plus recoamsed prof t Iess recogmsed losses to date 50,037 47,265
Less plogress blllmgs o . : ‘ (44,213) (39,672)

' 5,824 7,593

Contract assets are based on falr estlmates of project progress and recoverability. Assets are typically converted into a
receivables balance based on specific contractual terms. Generally, project works are completed with value generated
through an application for payment ("AFP") linked to achieving varying’ stages of completion. Approved AFP’s are
typically produced on a monthly basis and once approved converted to debt. Fair value of contract asset is provnded based

on operatlonal and commercial management review with revenue recognised on this basis.
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4 Operating profit ' - , N .
Arrived at after charging/(crediting) '

2022 2021
o ‘ ) £000 . £000
Deprec1at10n expense , , o . 209 : 123
Depreciation on right-of-use assets . . T ' 438 400
Amortisation expense ' ' 36 . -
Loss allowance on trade and other lecelvables . . ' (3) 58
5 Finance income and costs ) :
| 2022 2021
, - £000 £ 000
Finance income . . - . A
Other finance income o o , 6 -
Finance costs ] . )
Interest paid to group undertakings- . ’ (16) a (1)
- Interest expense on leases ] ' ' (46) (47
Total finance costs = . - o (62). - (48)
Net finance costs ' : A ‘ - o (56) (48) .
‘6 'Staff costs .
2022 . 2021
R £000 £000
Salaries 0 ’ : 8,558 7,261
Social security costs . . ] - 990 795.
Definéd benefit pension costs : p ' . . £ 90 - 131
Defined contribution pension costs 627 - _ 546

10,265 8,733

A small proportion of the Company's employees are members of the DB Scheme. Most of the remaining employ'ees are
members of the Northern Powerorid Pension Scheme, details of both are given in the employee benefits Note 21. -

The average month[y number of persons employed by the Company (including directors) during the year analysed by
category was as follows:

2022 2021
. . . . _ No. - No. .
Production ' : : I 12 105 -
Administration and support - _ o . 35 .34
147 ’ ~ 139
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) \
7. Directors and other key personnel remuneration

The directors' remuneration- for the year was as follows:

2022 . 2021

_ £ 000 £000
Remuneration . : : o 62 65
During the year.the number of directors who were receiving retirement benefits was as follows:

o 2022 - 2021
. . . ‘ ’ No. No.
Accruing benefits under defined contribution pension scheme - ' , 2 3

In respect of the highest paid director: _
’ ' 2022 2021
: . _ : £ 000 £000
Short-term employee benefits , o , 43 47
Post-employment benefits - deﬁned contnbution ’ ) 16 . 15
Long-term beneﬁts ' . : ) .- 1
' - \ 59 63

" In respect of other key per'sonnel':
2022 2021

) . . - £000 .. £000
Short-term employee benefits . o - - L 484 ' 422
Post retirement benefits - defined benefit ' : ‘ o 103~ 52
Post retirement benefits - defined contribution o . o . 39 84
Long-term benefits . ‘ ' : 24 .-

L

. 650 ) 558

Other key personnel includes a number of senior functional managers who, whilst not board directors, have a'uthority and
responsibility for planning, directing and controlling the activitiés of the Company.

The directors and key personnel are remunerated for their services to the Northern Powergrid Group, of which the
Company.is a subSLdlary The figures above represent the share of the costs borne by the Company.

Long-term beneﬁts relate to deferred bonus.plan vested over the period of the plan.
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8 Auditor's remuneration
‘ 2022 2021

. : £000 £000
Audit of the financial statements o : - 70 . - 62
Total fees.payable to the Company's auditor o . L 70 . 62
"No auditor's remuneration-for other'servi_ce‘s was incurred in the current or prior year.
9  Income tax _ S - ' ' Ty
Tax charged/(creditedj»in the income statement )
o 2022 - 2021
r : £000 . £000
Current taxation ' _ S
UK corporation tax : A : . 86 - 30
UK corporation tax adjustment to prior periods _ : ' 20 . 3
' ‘ 106 33
Deferred taxation ) .
Arising from origination and reversal of temporary differences . : . 26 ' 4
Deferred tax adjustment to prior periods - : . o @3) i -
Effect of changes in legislation o - ' 3 S (33)
_ Total deferred taxation : : ' 6 : (29)
Tax charge in the income statement ' o : 112 - 4

The tax on profit before tax for the year is higher than the standard rate of corporation tax in the UK (2021 - lower than the
standard rate of corporatlon tax in the UK) of 19% (2021 - 19%).

The differences are reconcn]ed.below.

L2022 . 2021
: £000 £000
Profit before tax : ‘ . : 555 _163
Corporation tax at standard rate ' o 105 31
Incxease in current tax from adjustments for prior periods ’ 20 T3
" Decrease in deferred tax from unrecognised temporary difference from a prlor year C C23) - o -
Deferred tax credit relating to lower tax rates : o . . 7 -
Decrease in déferred tax due to changes to. tax legislation . A ’ . 3 (33)
Non qualifying fixed asset depreciation , , ‘ - )
Total tax charge A ‘ - S 112 . 4
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-9 Income tax (continued) -

Finance Act 2023 confirmed that the corporation tax rate will increase to 25% from 1 April 2023 as previously enacted. As’
a result, deferred tax balances have been measured at this rate at 31 December 2022 (25% at 31 December 2021) after
_ taking into account the estimated effect of temporary differences which will reverse at the 19% rate prior to 1 April 2023.
There is no uncertainty over the acceptable income tax treatment.

Should any uncertainties arise the Company will apply adopted amendments to IFRIC 23.

Deferred tax

Deferred tax movement during the year:

, At

At 1 January Recognisedin 31 December

2022 -"income : 2022

£000 £000 . £000

Accelerated tax depreciation ' 64 : 16 80
Other ) : o -0 ) 49
Net tax assets . . o 135 : 6) 129

‘Deferred tax movement during the prior year: *

: ' At

At 1 January Recognised in 31 December

. : ) 2021 - _.income 2021

, ! , o . £000 - £000 - £000

Accelerated tax depreciation . .48 16 . - 64
Other . IR -58 13 71

Net tax assets B . 106 29 . . 135

The other deferred tax asset relates to temporary differences in relation to bad debt provisions and employee benefits. The .
tax asset has been recognised on the basis the Company and/or Group will have sufficient future taxable profits for the
deferred tax asset to reverse agamst ' : S :
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10 Property, plant‘and equipment

Furniture,

fittings and
equipment Total-
_ £000 £000
~Cost or valuation . . A
. At 1 January 2021 - - 768 768
Additions - : o ‘ 226 226
At 31 December 2021 ' ‘» ' ' ‘ 994 994
At 1 January 2022 ‘ ' : : 994 994
~ Additions L ; : o ‘ 181 181
At31 December 2022 - ' 175 1,175
Depreciation A : . . .
At I January 2021 _ - S 423 423 -
_ Charge for year ' ' - : 123 _ 123
At 31 December 2021 ' ' - 546 - 546
At 1 January 2022 , SR 546 546
Charge for the year ‘ . ) . ' 209 209
At 31 December 2022 - C , . . 755 755
Carrying amount - . . B ' A o
At 31 December 2022 - , - , _ A 420 420
At31 December 2021 : : | 448 448
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11 Right of use assets A
' - Fleet Propef-ty‘ - Total

, £000 . £000 . £000°
Cost or valuation . S
At 1 January 2021 o . - 1,083 901 1,984
Additions - . - 175 415 590
Disposals - , ' 99) - - ()

_ At 31 Decémber 2021 : : 1,159 1316 " 2,475

- At | January 2021 ' 4 R : 1,159 - 1316 2,475
Additions o : 159 - 159
Disposals e : : (229) - (229)

. At 31 December 2022 S C 1,089 . 1316 2,405
Depreciation ' A . . ‘ ) .

" At ] January 2021, : ' 351 ‘ 216 . 567
Charge for year . - o o262 - 138 400
Eliminated on disposal R (99) : - 2N
At 31 December 2021 ~ - . ‘ . 514 354 - 868
At 1 January 2022 - - : 514 : 354 868
Charge for the year - : ' _ 247 . 191 438
Eliminated on disposal . o (229) - (229)
At31 December 2022 o ' 532 545 1,077
Carrying amount . . .

At 31 December 2022 ' : : 557 771 1,328
At 31 December 2021 : , 645 962 1,607
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12 Intangible assets

Internally
generated .
software
' development
. ' costs
£000
Cost or valuation _ v
‘Additions , . : ' B L . ~ 313
At31 December 2022 - : . : . 313
. Arﬁortisation ) _
Amortisation charge . . , A 36
At 31 December 2022 : : ‘ . o : .36
Carrying amount
At 31 December 2021 S T ' . : -
At31 December 2022 . R - ‘ ‘ 277

' 13 Trade and other receivables -
31 December 31 December.

~~

2022 2021

£ 000 ' £000

Trade receivables 4,317 . 3,929
Loss allowance" (158) (162)
Net trade receivables 4,159 3,767
Receivables from related-parties . 3,448 321

* Prepayments 253 92
Other receivables 317 547
8,177 - 4,727

The average credit period on receivables is 30 days. No interest is charged on outstandihg trade receivables.

The loss allowance is made on amount due net of VAT which would be recoverable from His Majestys Revenue and
~ Customs when the debt is written off.

_ The Company always measures the loss allowance for trade receivables at an amount equal to lifetime expected credit loss.
The expected credit losses on trade receivables are estimated using a provision matrix by reference to past default
experience of the debtor and an analysis of the debtor’s current financial position, adjusted for factors that are specific to -
the debtors, general economic conditions of the industry in which the debtors opelate and an assessment of both: the current
as ‘well as the forecast direction of conditions at the reporting date. .

There has been no change in the estimation techniques or significant assumptions made during the current reporting. -
period. Age and market aré the driving factors within the ECL calculation. Age category attracts varying: percentage
provisions and the housing market is the only area that attracts a marginally different treatment which is linked to risk
within the market. S
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13, Trade and other receivables (contihﬁed)

The Company writes off a trade receivable ‘when there is information. indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery, e.g. when the debtor has been placed under liquidation or has-
entered into bankruptéy proceedings, or when the trade receivables are over two years past due; whichever occurs earlier.
None of the trade receivables that have been written off is subject to enforcement activities.

As the Company’s historical credit loss experience does not show significantly different loss pattems for dlfferent
.customer segments, the provision for loss allowance is based on past due status.

‘Movement-in the loss allowance A :
' 31 December - 31 December

2022 . L 2021
- . £000 £ 000
At 1 January : B o ' 162 178

" Amounts utilised/written off in the year ' ' ‘ ' 239 (74)
Amount charged/(credited) to the statement of prof it or loss . 3) -58
At31 December . . , : 398 - 162
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13 Trade and other receivables (continued)

Encrmeermg contracting recelvables .
"The average credit’ period on Engineering contracting recelvables is 30 days. Interest is not generally charged on
receivables paid after. due date. Included in the .Company's construction contracts balance are debtors with a carrying
amount of £2.2 million (2021: £2.1 million), which are past due at the reporting date for which the Company has provided
-for an irrecoverable amount of £0.1 million (2021: £0.1 million) based on past experience. The Company does not hold
any collateral over these balances. The average age of these receivables is 45 days (2021: 54 days). .

Included in the Company's construction ‘contracts balanice are debtors with a carrying amount of £nil (2021:.'£nil)'-wh_ich ’
are past due at the reporting date for which the Company has not provided as there has not beern a significant change in
credit quality and the amounts are still considered recoverable The Company does not hold any collateral over these
balances.

The average credit period on sales of goods and services is 30 days Interest is not generally chalged on the tlade -
receivables paid after the due date. . ’

- 2022 : .~ " Current 1-3months 3-6 months 6-12 months Over 1 year

. , . £000 £000 - - £000 £000 £000
Total balance A 2,469 - 1,891 S35 44 . 104
Less speciﬁc p{ervisions . - o . Co . - (104)
Balance on which ECL.made - ' 2,469 1,891 135 ‘ 44 _
Lifetime ECL . o : 0% - . 1% 10% 50% . 100%
Expected credit loss_ ’ - 19 14 22 -
© 2021 Current 1_-3 months . 3-6 months  6-12 months  Over 1 year
A £000 £ 000 . £000 £000 £000
Total balance o 1,819 1,909 25 o123 8
Less specific provisiens ‘ \' , o Co o } : (78)
Balance on which ECL made o ' 1,319 " 1,909 25 B 23 ' R
Litetime ECL. . =~ 0% 1% - 10% 50% 100%
Expected credit loss . ' ~ - . 19 3 62 -

There has been no significant change in the gross amounts of trade recexvables that has- affected the estlmatlon of loss |
allowance. :
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13 Trade and other receivables (continued)

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased swmfcantly since initial recognition, the
Company compares the risk of a default occurring on a financial instrument at the reporting date with the risk of a default
occurring on the financial instrument at the date of initial recognition. In making this assessment the Company considers
historical experience as well as forward-looking information that is a\}ailable without undue cost -or effort.
Forward-looking information includes the future prospects-of the industries in which the Company's debtors operate
obtained from economic expert. reports, financial analysts, .government bodies, relevant think-tanks and other similar
organisations. In particular the followmg information is taken into account when ‘assessing whether credit risk has
‘increased significantly since initial recognition:

« _ existing or forecast adverse changes in business, financial or. economic condmons that are expected to cause a
significant decrease in the debton s ability to meet its debt obligations;

+ an actual or expected signifi can_t-detenoratlon in the operating results of the debtor;
« significant increases in credit risk on other financial instruments of the same debtor; and

« an actual or expected significant adverse change in the regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor's ability to meet its debt obligations. '

14 Cash and cash equivalents

- 31 December _ 31 December -

2022 2021

£000 £ 000
Other cash and cash equxvalents : 2,431 L=
Total mcluded in current assets in the statement of financial position 2,431 . -
Bank overdraft included in borrowings in the statement of financial position (281) - (181)
Cash and cash equivalents in statement of cash flows _ 2,150 V ~(181)

Cash and cash equivalents represent amounts owed by companies within the Northern Powergrid Group, which have a ;
maturity of less than three months, are readily convertible to cash and are subject to an insignificant nsk of changes in
value. The carrying amount of these assets approximates their fair value.

At the reporting date, the Company had a bank overdraft of £281,000 (2021: £181,000). Cash and cash equivalents on the
statement of financial position show the positive elements in cash and cash equivalents and the overdraft in borrowings,
but are netted off on the cash flow statement-as both meet the definition of cash and cash equivalents for this purpose.

15 Share capital
‘Allotted, authorised, called up and fully paid shares

~

31 December ' 31 December .

2022 _ 2021
No. S . No. £
Ordinary Share Capital of £1 each 3,103,000 - 3,103,000 3,103,000 3,103,000
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16 Reserves

At I January 2022
Profit for the year

Total comprehensive income

At 31 December 2022

At | January 2021
Profit for the year

Total comprehensive income

At 3] December 2021

17 Loans and borrowings

Bank overdraft

Intercompany loan- Yorkshire Electricity Group

The fair value of liabilities set out above is based on Level 1 inputs.

Retained

earnings

£ 000
434

443

443

877

Retained
earnings
£000
275
159

159
434

. Fair value

Book value
31 December 31 December 31 December 31 December
2022 - 2021 2022 2021
£ 000 £000 - - £000° £000
281 181 - 281 181
- 811 e 811 -
281" 992 281 992

Interest on inter-company short-term loans is charged at'a floating rate of interest at SONIA, plus 0.20% plus a credit

- adjustment spread, and 20% of the amortising loans are at a floating rate of interest at SONIA plus 1.55%,

thus exposing the Company to cash flow interest rate risk. Amounts owed to Group undertakings carry no credit risk as all .
the group companies are actively supported and funded by the rest of the Northern Powergrid Group which maintains an
‘investment grade credit rating. The liquidity risk is minimal due to support provided by the Northern Powergrid group.
Some market risk exnsts due to the variable interest rate, however this is offset by the support of the Northern-Powergrid

Group.
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18 Obligations under leases and hire purchase contracts

.

Lease commitments

Lease commitments relate to fleet vehicles from Vehicle Lease and. Servnce Limited, a joint venture, with terms of up to 7
years and land and bu1ld1nos with terms of up to 10 years.

The total future value of minimum lease payments is as follows:

31 December . 31 December

. o . 2022 - 2021

) ' e .. £000 £000

Within one year - ‘ S I 406 455
In two to five yéars . S : 969 - 1,133
Ini over five years S . 87 184
Total lease payment . : © 1,462 ) 1,772 .
Interest . A o ' , (89) . (126)
Total lease liability ) . ’ . ’ 1,373 1,646

19 Provisions
. ‘ Other

Claims provisions - Total

_ L £000 . £000 £ 000
At | January 2022 ' ' S 42. 692 - T34
Provisions used : o . (26) (65) (91)
" At 31 December 2022 : - - 16 6271 - 643

Current liabilities . ‘ : . , 16 - 61 643

The provisions above represent costs of e}nployer and public _liability claims that are not insured eXtemally, with the other

provisions representing work in progress loss provisions. Settlement is expected substantially within the next twelve
months. , : . 7
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3 . '
31 December 31 December

o : ' o o 2022 2021

. : C Lo ) . £000 . £000
Trade payables ' A R C 1,490 701
Accrued expenses N . . ' i 9,865 ) 6,393
Social security and other taxes - _ 663 - 28s
Other payables : ' ' : 218 ' 248

12,236 7627

Other payables primarily relates to performance related bonus amounts.

The -Company's exposure to market and liquidity risks, including maturlty analy51s related to trade and other payables is’
disclosed in the Financial Risk Review Note .

Included within trade payables are amounts from related parties of £0.9m.

21 Pension schemes

Defined contribution pension scheme

The Company operates a defined contribution pension scheme. The pension cost charge for the year represents
contributions payable by the Company to the scheme and amounted to £0.6 million (2021; £0 S million). The pension cost
for 2023 is expected to be £0.7 mxlhon P

_ Defined benefit pensnon scheme

Northern Powergrid Group operates a defined benefit pension scheme The Company pays a contribution to the scheme in
relation to current service of employees who are members of the ESPS. Under an internal agreement, with Northern
Electric plc, the element of the cost borne by the Company has been restricted to the same as would be recorded if these
employees were members of the Company’s existing defined contribution scheme as referred to above. The pension costs
in the year amounted to £0.1m (202] £0. ]m) The pensions costs for 2023 are expected to be £0.1m.

- The costs stated above excludé the pension deficit repair costs in 1elat|on to current and former employees of the Company

which are met by Northern Electric plc, the parent company and principal employer of the ESPS.,

Detailed information on the Northern Powergrid pension schemes is available in the Northern Powergrid Holdings
Company ﬁnancxal statements, available from Lloyds Court, 78 Grey Street, Newcastle upon Tyne, Tyne and Wear, NEI -
6AF. .
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22 Net debt reconciliation >

At1 : : | At31 ]
January - T ) . : - December
2022 Cash flows New leases  Interest 2022
- _ £000 £000 £ 000 £000 _ ~£000
Cash and cash equivalenits . 2,431 - S e - 2,431. .
Borrowings o (992) 711 - - (281)
Lease liabilities : - (1,646) . 486 (168) C@6) - . (1,374).
S - ' (2,638) 3,628 (168) -. - (46) 776 -
At1 . S S At31
January ' ' December
2021 Cash flows  New leases Interest 2021 .
: . : ‘ £ 000 £000 £ 000 £000 ' £000 -
Cash and cash equivalents _ 204 ' - (204) . . - -
Borrowings . ' : . - ©(992) A - , - (992)
Lease liabilities (1,453) 444 - - (590) R CY)) " (1,646)
' - (1,249) (752) S (590) . (47) (2,638)

_-At the reporting date, the Company had a bank overdraft of £281 000 (2021: £181,000). Cash and cash equivalents on the
statement of financial position show the positive - elements in cash and cash equivalents and the ‘overdraft in borrowings,
but are'netted off on the cash flow statement ‘as both meet the definition of .cash and cash equivalents for this purpose.
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23 Classification of financial and non-financial assets and ﬁnancnal and non-financial liabilities

The classification of financial assets and financial liabilities by accounting categorisation for the perlod endlng 31'

December 2022 was as follows:

Assets

‘Non-current assets '
Property, plant and eq‘l.l_ipment'
Right of use assets -~ B
Intangible assets 4
" Deferred tax assets

Current assets

Trade and other receivables
Cash and cash equivalents
Contract assets

Total assets -

Liabilities:
"Non-current liabilities

Long term lease liabilities

Current liabilities A
Current portion of long term léase liabilities
Trade and other payables
Loans and borrowings
Income tax liability
~ Provisions

~Total liabilities -

Financial Financial Non-financial
~ assets at liabilities at assets &
amortised cost amortised cost liabilities
£ 000 £000 £ 000
- - © 420
- - 1,328
: - 277.
- - 129
. - 2,154
7,924 - - 253
- 2,431 -
5,824 - -
13,748 2,431 253
13,748 2,431 2,407
- (1,003) -
- L (37) -
- (11,573) - (663)
- (281) -
- (72) -
- T - (643)
- (12,297) (1,306)
- (13,300) (1,306)
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. Integrated Utility Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

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

-

The classnﬁcatnon of financial assets and financial lnabllmes by accountmg categorlsatlon for the penod endmg 31

December 2021 was as follows

Assets

Non-current assets

Property, plant and equipment
. Right of use assets

Deferred tax assets

Current assets .

- Trade and other receivables’
Income tax asset
Contract assets

. Total assets
Liabilities
Non-current liabilities

Long term lease liabilities

Current liabilities

Current portion of long term lease liabilities
‘ ~ Trade and other payables

Loans and borrowings
" Provisions

- Total liabilities

~

Non-financial

Financial’ Financial
.assets at . liabilities at assets &.
amortised cost  amortised cost liabilities
~£000 £000 ~ £000
- - 4438
- - 1,607
- - 135" .
- - 2,190
4,635 - 92
.26 - -
-7,593 - -
12,254 - 92
12,254 - 2,282
- (1,235) -
- (411) -
137 " (7,764) -
811) S (992) -
- - (734)
(674) (9,167) (734)
(674) {10,402y (734)
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Notes to the Financial Statements for the Year Ended 31 December 2022 (contmued)

24 Financial risk review

This note presents information about the Company s exposure to financial risks and the Company’s manaoement of
capital.

v

" Capital management :
The Group manages its capital centrally to ensure that entities in the Group will be able to contmue as gomg concerns
while maximising the return to stakeholders through the optimisation of the debt and.equity balance” The Group’s overall
strategy remains unchanged from 2021. ' .

The capital structure of the Company consists of net debt (borrowings as detailed in Note 17) offsét by ‘equity of the
Company (comprising issued capital, reserves and retained earnings as detailed in Notes 15 and 16). -

Credit rlsk .
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Company.- The Company has.adopted a policy of only dealing with creditworthy counterparties. The Company's exposure
and the credit ratings of its counterparties are continuously monitored and the aggregate value of transactions concluded is
spread amongst approved counterparties. The carrying amount of financial assets recorded in the financial statements,
which is net of impairment losses, represents the Company's maximum exposure to credit risk as’ no collateral or ‘other
credit enhancements are held. -

-

The Company momtors the credit risk of it's customers and actively provides for expected credit loss where appropriate.

Gross carrying

. ) amount  Loss allowahce Net carrym%' .

: ' ' : £000 £000 amoun
2022 : Notes : -£000
Trade and other receivables : A L 8,335 - ~(158). 8,177
2021 - | | ‘ |
Trade and other receivables o ST R 4,889 . (162) 4,727

For trade receivables the Company has applied the simplified approach in IFRS 9 to measure the loss allowance at lifetime
ECL. The Company determines the expected credit losses on these items by using a provision matrix, estimated based on
historical credit 'loss experience based on the past due status of the debtors, adjusted.as appropriate to reflect current
conditions and estimates of future economic conditions. Accordingly, the credit risk profile of these assets is presented
based on their past due status in terms of the provision matrix. Note 13 includes further details on the loss allowance. for
these assets.

‘ qumdlty risk .
Ultimate responsibility of liquidity risk management rests with the board of directors, which has established an appropriate
liquidity risk management framework for the management of the Company's short, medium, and long-term funding and
liquidity management requirements. The Company manages liquidity by maintaining adequate reserves, banking facilities
and reserve borrowing facilities, by continuously momtorma forecast and actual cash flows, and by matching the maturlty )
profiles ofﬁnancnal assets and liabilities. : ‘
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24 Financial risk review (continued)

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

- . Less than 1 : '

2022 - T . year 1-Syears - . Total

Non-derivative llabllltles o £.000 £000 £000
Non-interest bearing . - . ' 12,236 - 12,236
Lease liabilities - oo ' 406 . 967 1,373
" Total ' o o 12,642 967 13,609

: : ‘ . LeSs than1

2021 ‘ ‘ o year - 1-Syears Total

Non-derivative liabilities £000 - £000 £000
Non-interest bearing A 7,627 - .- 7,627
Lease liabilities _ ' 4 455 1,191 1,646
Total ' : 8,082 1,191 9,273

Market risk

The Company's activities do not expose it to significant financial risks of changes in foreign cuirrency exchange rates and
interest rates. Materially all income and expenses are denominated in pound sterling. Short-term loans and inter-company
short term loans is charged at a floating rate of SONIA, plus 0.20% plus a credit adjustment spread, and 20% if the
amortising loans are at a ﬂoatmg rate of interest at SONIA plus 1.55%, thus exposing the Company to cash flow interest
rate risk. A 1% movement:in interest rates would subject the Company to an 1mmater1al change in interest costs per year.
This is considered to be an acceptable level of risk.

© 25 'Related party transactions'

Summary of transactions wrth joint ventures
Vehicle Lease and Service Limited is a joint venture of Northem Electrlc plc and provrdes vehicle fleet and servrcmg for
the Northern Powergrld Group :

Summary of transactions with other related partles

Other subsidiaries of the Northern Powergrid Group. Included wrthm these amounts are:

- Integrated Utility Services (EIRE) that provides and receives engineering contracting resource;

- Northern Powergrid (Yorkshlre) plc and Northern Powergrid (Northeast) plc received engineering contractmo services,
as well as provided resource to the Company;

- Yorkshire Electricity Group plc that operates the group mtercompany treasury account; and

- Northern Electric plc provides corporate services. . :
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s

25 Related party transactions (continued)

Amounts owed

: " Purchases Interest paid
Sales to related ' from related from/(to) - to related
. parties parties  -related parties parties -
2022 £000 £000 -£000 . £000
Integrated Utility Services Limited
(registered in Eire) - 2,676 (1,313) 2,515 -
Northern Powergrid (Northe’aSt) plc 7,725 (269) - -
Northern Powergrid (Yorkshire) plc 4270 (114) o -
" Vehicle Lease and Service limited B (629) 217) -
Yorkshire Electricity Group plc - - (2,431) (16)
‘ ‘ 14,671 (2,325) - (133) (16)
: Purchases ' Amounts owed Interest paid‘
Sales to related from related from/(to) to related
. parties . parties -related parties parties
.2021 £000 -£ 000 ~£000 £000
Integrated Utility Serv1ces Limited o o :
 (registered in Eire) 3,835 (3,261) 263 -
Northern Electric plc 360" 43) - -
Northern Powergrid (Northeast) plc 7,616 277) - -
Northern Powergrid (Yorkshire) plc 3,935 8D - -
Vehicle Lease and Service limited - (578) 58 -
Yorkshire Electrieity Group plc ™ - - (811) (1)
o 15,746 . (4,240) (490) (1)

Amounts owed to Northern Electrlc plc are in relatlon to tax paid on behalf of the Company to Her MaJesty s Revenue and

Customs

Loans from related parties are detailed in the loans and bbrrowings Note 17.

26 Parent and ultimate parent undertakmg

The Company s immediate parent is Northern Electrlc ple.

The ultimate parent is Berkshire Hathaway, Inc. These financial statements are available upon request from 3555 Farnam = °

Street, Omaha, Nebraska- 68131.

- Relationship between entity and parents

The-parent of the largest group in which these financial statements are consolidated and the ultimate controllmg party’is
Berkshire Hathaway, Inc, mcorporated in United states. .

The registered address of Berkshire Hathaway, Inc is:

3555 Farnam Street, Omaha, Nebraska 68131,

The parent of the smallest group in whxch these financial statements are consohdated is Northem Electrlc ple, mcorporated

in United Kingdom.

The reglstered address of Northem Electric plc is:

Lloyds Court, 78 Grey Street, Newcastle upon Tyne, NE1 6AF.
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