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Strategic report
For the year ended 31 March 2023

The directors present their annual report and the andited financia! statements of National Grid Electricity Distribution ple (formerly
Western Power Distribution plc) (“NGFED plc" or the “Cewpary’™ and its subsidiary undertakings (the "NGED Group”, "the Group” or
"NGED") for the yvear ended 31 March 2023, These are prepared in accordance with International Financial Reporting Standards
("IFRS™ as adopted by the UK.

Overview

The NGED Group mainly comprises the four DNOs: National Grid Electricity Distribution (South West) Ple (formerly Western Power
Distribution (South West) ple) ("NGED South West"), National Grid Electricity Distribution (South Wales) ple (formerly Western
Power Distribution (South Wales) ple) ("NGED South Wales"), Nationa! Grid Electricity Distribution (East Midlands) Ple (formerly
Waestern Power Distribution (East Midlands) ple) ("NGED East Midlands™), and National Grid Electricity Distribution {West Midlands)
Plc (formerly Western Power Distribution (West Midlands) ple) {™NGED West Midlands”).

Our combined network is the largest in the UK, with our four DNOs delivering ¢lectricity to approximately 8.0 million (2022:; 8.0
milliony homes and businesses and cmploying on average 6,667 (2022: 6,632) staff,

Customers Area
(million} (sq km)
WGED South West 1.6 14,400
NGED South Wales 1.2 11,800
NGED East Midlands 2.7 16,0600
NGED West Midlands 2.5 13,300
8.0 35,500

We look after a network of wires, poles, pylons, cables and
substations, delivering power to homes and businesses across
our four regions.

In addition to the DNOs. the Group alse consists of a number of other smaller subsidiaries including National Grid Telecoms Limited,
National Grid Electricity Distribution Gengration Limited and National Grid Helicopters Limited. The primary purposc of these
businesses is to support the DNOs and network related activities of the Group. The Group also owns property companies, to facilitate
the management of non-operational and investment properties of the Group.

(wnership

The NGED Group is owned by National Grid Electrieity Distribution Ple (formerly Western Power Distribution Ple), which is a public
limited company registered in England and Wales. The ultimale controlling parent of the NGED Group is National Grid Ple ("National
Grid"), registered in England and Wales. National Grid plc is one of the world's largest investor-owned energy utilities, and operates in
the UK and the US.

More information on the management structure of National Grid can be found in the National Grid ple Annual Report and Accounts
202223 and on the National Grid website:

T A 3 Ao

The Company and its subsidiaries were acquired by National Grid in June 2021. As part of the iniegration of the Company and ils

subsidiaries inte the National Grid Group, on 20 September 2022 the name of the Company was changed to National Grid Electricily
Distribution ple from Weslern Power Distribution Ple.

Financial highlights

2022/23 2021722 % change
Revenue 2,096.5 1,886.0 11%%
Profit before tax 681.4 746.9 9%
Cash gencrated from operations 1,124.3 1.133. -1%
See page 13 for detuils on financial mighlights

2022723 2021722
Regulatory asset value {"RAN™) 10,846.4 9,407.1
Return on equity ("ROE") 13.2% 13.6%

See pages 15 and 16 for details

Natienal Grid Electricity Distribution ple (formerly Western Power Distribution ple) 1



Strategic report
For the year ended 31 March 2023

Overview (continued)

Noun-financial highlights

2022723 2021722
Customer satisfaction score (out of 10)* 8.99 9.03
Network reliability 99.993% 99,994%

* Agamst Ofgem's target score of 8 2
See pages 8-13 for further details on our key performance indicators ("KPIs").

What we do - electricity

The eleetricity industry connects generation sources to homes and businesses through transmission and distribution networks.
Companies that pay to use transmission & distribution networks buy electricity from generators and sell it to consumers.

The UK electricity industry has five main sectors.

Generation
Generation is the production of electricity from fossil fuel and nuclear power stations, as well as renewable sources such as wind and
solar. We do not own or operate any commercial electricity gencration facilities.

The UK is moving away from a historical reliance on large thermial power generation and there is now a greater diversity of supply and
flexible demand than ever before. Therefore, the ¢lectricity distribution network has a pivotal role to play in the future encrgy mix. with
evolving roles enabling a range of possible energy futures for the long-term benefit of consumers.

Interconnectors

Transmission grids are often interconnected so that energy can flow from one country or region to another. This helps to provide a safe,
secure, reliable and affordable ecnergy supply for citizens and society across the region. Interconnectors also allow power suppliers o
sell their energy 1o customers in other couniries.

Cireat Britain 1s hnked via interconnectors with Ireland, Northera Lreland, France, Belgium, Norway and Netherlands. National Grid pic
is continuing to work ou developing additional interconnector projects, which we believe will deliver significant benefits to customers.

National Grid Ple, through separate companies held outside of NGED, sclls capacity on its UK interconnectors (with France, Belgium,
Norway and the Netherlands) through auctions.

Transmission

National Grid Ple, through a separate company outside of NGED. owns and operates the high-voltage electricity transmission network in
England and Wales. Electricity transmission ensures electricity is transported safely and efficiently from where it is produced, 1o reach
homes and businesses reliably. Transmission systems generally include overhezad lines, underground cable and substations and connect
to industrial properties and distribution networks who deliver the electricity on to homes and commercial properties. They also facilitate
the connection of gencration assets w the transmission system.

Distribution

NGED is a distribution network and system operater and our distribution network connects customers 1o the National Grid electricity
transmission network. We convert the high vollage eleciricity generated by large power generation sites. such as power stations, and
delivered through the National Grid network, 10 lower voltages that can be used by the customers. We deliver it safely into homes and
businegsses in our regions, via our safe and reliable network. As the country drives towards decarbonisation, many smaller renewable
generation instaliations are now connected directly to our network, bypassing the transmission system and the traditional model. During
the coming years, we will experience unprecedented change in our industry, including an exponential rise in electric vehicles, heat
pumps and battery storage. We aim to deliver transformation sfficiently. while continuing 16 provide a resilient electricity supply.

Supply
The supply of electricity involvas the buying of electricity and sclling it on to customers. It alse involves customer services, billing and

the collection of customer accounts.

We do not sell electricity or bill directly to our consumers. Our customers are registersd with licensed electricity suppliers, who in turn
pay the NGED Group for use of the network.

National Grid Electricity Dhstribution ple (formerly Western Powsr Distnibution ple) 2




Strategic report (continued)
For the year ended 31 March 2023

What we do - NGED Business model

€)

Keep the Maintain Fix the Connect Operate a
power flowang euiprrie sl network amtomnes smart gystem

Qur core activities are:

et

The Group's network comprises approximately 89,000km (2022: 90,600km) of overhead lines, 139,000km (2022: 138.000km) of
underground cable and 190,000 (2022: 190,000) transformers. We maintain our network assets to ensure safe and reliable distribution of
electricity to homes and businesses across our four regions.

Qur costs are regulated and based on an agreed allowance set by the Office of Gas and Electricity Markets ("Ofgem”); on average {based
on a consumption of 3,100 kilowatt hours) NGED domestic customers pay £131.49 (2022: £90.25 per annum®) for elgctrigity
distribution costs. Qur costs form part of the bill to customers from the electricity suppliers. The increase in the bill is primarily due to
recovery of Last Resort Supply Payment ~{R3I?" claims arising due to significant supplier liquidations in 2021. Refer to pages 14, 15
and 77 {note 3) for further details. Excluding the impact of recovery of these claims, NGED cuslomers have paid £97.23 per annum for
the electricity distribution costs.

We provide a reliable and efficient power supply at an affordable price, as well as supporting the most vulnerable people in the areas we
serve. We believe that the use of in-house regional resources is crucial for cost effective and reliable delivery, which is why we use
geographically based teams to serve each area. Our staff know the area, network, local developments and communities, enabling us to
provide efficient. high quality customer service.

The critcal role we play ip society is changing. As well as keeping the lights on teday, we are also committed to driving a more

sustainable future. It is our mission to respond to the changing energy landscape and support the % s legislated ambiticn of achicving
net zero carbon emissions by 2050,

What we do - Regulatory framework

Distribution network operators are natural monopolics and to ensure the provision of value for money services for consumers, are
regulated by the Gas and Electricity Markets Authority, which operates through Ofgem. The operations are regulatcd under the
distribution licence which sets the requirements that NGED needs to deliver for its customers. Ofgem has a statutory duly under the Act
to prolect the interests of constmers. Ofgem also has responsibility to enable competition and innovation and to protect consumers from
the ability of companies 10 set unduly high prices. Ofgem has established price controls that limit the amount of revenue our regulated
busingss can earn. In setting price controls, Ofgem must also have regard to ensuring that Hcence helders are able to finance their
obligations under the Act.

The regulatory framework is based on sustainable network regulation. kuown as the "R110" model where Revenues Incentives -
Innovation = Qutputs. Under the RIIO model there is an emphasis on companies playing a full role in developing a more sustainahle
energy sector and delivering value for money network services for customers. The outputs we deliver are clearly articulated and are
integrally linked to the calculation of our allowed revenue, although some oulputs and deliverables have only a reputational impact or
are linked to legislation. We do not earn allowances if we do not deliver the associated agreed output. A key feature of the RIIO modcl
is that the expected outputs delivered by network companies is influenced by its stakeholders through exiensive engagement.

Ofgem, using infuormalion we have submitted, along with independent assessments, determines the efficient level of expected costs
neccssary for these deliverables 1o be achieved. Under RIIO this is known as “azes . which is a component of total allowable
expenditure and is broadly the sum of operating expenditure {"opex") and capital expenditure ("capex™).

A number of assumptions are necessary in setting the outputs, such as certain prices or the velumes of works that will be needed.
Consequently, there are a number of uncertainty mechanisms within the RIIO framework that can result in adjustments to totex
allowances if actual volumes differ from the asswmptions. These mechanisms protect us and our customers from windfall gains and
losses Where we under or over-spend against the allowed totex there is a "sharing” factor. This means we share the under or over spend
with customers through an adjustment 1o allowed revenues in future years. This sharing tactor provides an incentive for us to provide the
outputs efficiently, as we are able to kecp a portion of savings we malke. with the remainder benefiting our cuslomers. Likewise, it
provides a level of protection for us if we need to spend more than aflowances.

* The averags domiestic customer price stated 10 31 March 2022 financial statements was £93 89 and was based on WGED's forecasted domestic consumption m
kilowalt houss In the current year, reporting has besn amended o caloulate the average price based on 5,100 kiowatt hours consumption and thus the
comparative has been restated
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Strategic report (continued)
For the vear ended 31 March 2023

What we do - Regulatory framework (continued)

Allowed revenue to fund fotex costs is split between RIIO fst” and 2w’ money catcgorics using specified ratios that are fixed for the
duration of the price control. Fast money represents the amount of totex we arc able to recover in the year of expenditure. Slow money is
added Lo our Regulatory Asset Value ("RAV"). In addition to fast money, each year we are allowed to recover regulatory depreciation,
i.e. a portion of the RAV, and a return on the outstanding RAV balance. The RAV is also indexed to a measure of inflation i.e. RPl and
CPIH. We are also allowed to collect additional revenues related to non controllable costs and incentives. In addition to totex sharing.
RITO incentive mechanisms can increase or deciease our allowed revenue 1o reflect cur performance against various other measures
rclated to our outputs. There are rewards and penalties for performance against incentives. Thus, allowed revenue that a regulatory
company can earn through distribution use of system charges ("DUcS") comprises of base revenuc and incentive rewards or penalties
including uncertainty mechanisms. Base revenue includes allowances for operating costs, return of capital (RAV depreciation), return on
capital {cost of equity and cost of debt funding), tax, pension deficit repair and any adjustment to previous allowances.

Sampiliffied ilzsiraion of REBO regukiiory builditng biocks:

S Allasdreten

RIIO-ED}

The year ending 31 March 2023 was the fina! year of the § year elcctricity price control (known as RHO-ED1). RIIO-ED1 was the first
price control under the R1IO model and WGED submitted an outputs based Business Pian for the RINO-ED1 period (2013-2023). which
was accepted by Ofgem as "well justified” and "fast-tracked” for all four NGED licensed areas; the only DNO Group to be fast tracked.
NGED's modified licences tock effect from | April 2015.

ey prmmeners oy Ofgear s ROC-20! feernation die MOED-

LA llowed return on equity (refer to page 16 for details) 6.40% rcal, relative to RP1 at 63% gearing

kA llowed debt funding Based on 10-year trailing average of iBoxx
cpreciation of RAV Straight line 45 vear depreciation

B\ otional gearing (target for four DNOs) (refer to page 16) 63%

Split between fast slow money 80% capitalisation rate, being slow money

Sharing factor 70%

{Core baselines totex in 2018.15 prices (cumulative for RUGQ-ED1) 8.1 bn

Our RIIO-ED1 business plan is available at the link below:

, 8-

e R

RITO-ED2

RIIO-ED2. covering the 5 vear period April 2023 to March 2028, s the second price control 0 be set under the RUQ maodel and NGED
has been allowed £3.9bn (in 202021 prices) of totex As a resull of the Government tegislating for net zero carbon by 2030, DNOs will
be at the forefront of its delivery enabling the transition to a smart, flexible, low cost and low carbon energy system for all consumers
and network vsers. Our business plan was co-created with our stakeholders following an enhanced and robust approach to stakeholder
engagement and outlined the network invesunent we propose to deliver for the 3 vear period, how much it will gost and the benefits to
customers and stakeholders.

The final submission of our business plan was made on 1 December 2021 and Ofgem published its final determination on 30 November

Forderg greier o e R DT wemon teicow on noge

National Grid Electricity Distribution ple (formerly Western Power Distribution plc) 4



Strategic report {(continued)
Yor the year ended 31 March 2023

Our purpose, vision, values and strategy

In delivering our RIEO-ED]1 commitments and {aying the foundation for delivery of cutputs within RIIQ-ED2, we work within the
purpose, vision, values and strategic priorities of the National Grid Group to ensure we are well positioned to respond to the changes in
our operating environment.

National Grid Electricity Distribution is the largest electricity distribution network in the UK, providing a great platform from which to
play our role in the energy ransition to nel-vero.

QOur purpose
Qur purpose is to bring energy fo life.

Our vision
Our vision is to be at the hearl of a clean, fair and affordable energy future:

Cleas ~ Tackling climan: stimgs and leadinng f1e way W 18 22r
Faw - Tusivsg hat 1o me 5 ef tedond @ anergs mansinen.
Afrdatie ~ Brerpene showad e atie v zey hrdienr mseacal snergy tesds

Our values
Our values underpin everything we do at NGLI:

Our valuegs shape our company and how our customers and communitiss experience us. They inform cur decisions, how we show up and
the way we treat cach other. Our values hold greal importance because as a company at the heart of a clean, fair and affordable encrgy
future, we know the work we do is important but how we do it is just as important.

Our strafegy
To deliver our vision, we have a strategy which sets the bounds of cur business, guided by cur four strategic priorities.

Within the RIIOQ-ED1 business plan we have 76 commitments pertaining to safety, reliability, environment, connectlions, customer
satisfaction and social obligations. Qur stratcgic priorities above are aligned to our business plan commitments. These strategic
priorities enable us to deliver our RIO-EDT business plan commitments by investing cur allowance efficiently and are also crucial in
laying the foundation for delivery of the outputs within RITO-ED2. Refer to pages 21-22 for details on our RITO-ED2 commitments,

wn
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Strategic report {(continued)
For the year ended 31 March 2023

Delivering our strategic priorities

Enable the energy transition for all

| What this mcans 1 | 2022/23 achievements | B ] Looking ahead 3
We will increase the positive = Our tlexible services are low cost aliernatives to = During the next § vears of RUIQ-ED2.
impact  we have  on  the  network reinforcement that help to manage constraints we  will  prepare for  the  future

environment  and  sociely by
innovating our networks and
influencing policy to  enable

clean electricity and clectrified
heat and transport.

on the network and save customers moncy. Tn 2022/23,
we hine procured 134MW of lexibility services via our
flexible power brand. Across all flexibility zones
¢including  procurements  in previous  vears). this
impacts approximately  1.34 miilion customers and
defers £43 million of reintorcement.

= We have streamlined our connections process making
it quicker and easier for customers 10 connect electric
vehicle chargers and heat pumps, We have received and
processed over 30.000 domestic electric vehicle charger
and heat pump applications in the current vear. 98%6 of
those were approved within 2 working days.

« As part of the Green Recovery initiative launched last
year. we have completed multiple projects encouraging
growth  of Tow carbon technologies ("LCTs").
specifically clectrical vehicles. As a result of these
largeted investment projects, meeting the eriteria of
cnabling net zero. we have connected around 2.900 of
additional LCTs since the launch of this indtiative.

clectritication  of  transporiation  and
heating by enabling the network to cater
for up to 1.5 miltion additional electrical
600.000 heat pumps and a
significant increase in renewable energy.
= By adopting a -dieulddiny et
approach to all load relaed insestment
decisions. we have committed that by
2028 we will save over £94 million of
costs Iy

vehicles,

network  reinforcement
operating our networks morg flexibly.

= As part of our “Swees and Fae project
we are developing a Capabilits Lens and
offering profiling tools. enabling us to
model the capabilitics ol vulnerable
customers to participate in a smart. low
carbon future. These will be used to
Improve aceess to existing smart energy
schemes and services and design and
implement new interventions to support
wider participation in a smart cnergy
market.

Deliver for our customers cfficiently

}

] What this means

2022/23 achievements

11

Looking ahead |

Our  imvestments  in cnoergy
suslem  (ecarbonisation
underpinned by a track record
ol operational excellence and
discipline.
of safe.

are

financial chsuring

the delivery reliable.
resilicnt. and attordable cncrgy
for our customers.

= We have exceeded ®9iggm’s twrgets for customer
service in the Broad Measure of Customer Satislzction.
achicving 899 out of 10 for
satislhetion,

overall  customer
+We have continued 1o deliver service improsenents.
exceeding fargets for both Customer Inferruptions and
Customer Minutes Lost by 27% and 26% respectivels.

= We¢ have achieved the British Standard tnstitution
SRR for Inclusive Service Provision ¢ RSASETT,
for the tenth year running and we were reaccredited
with Customer Serviee Excellence ("CSE™) Standard.
We are compliant on all clements and 4737 (2022:
46/37) clements are awarded -emmpifonce plas’ level
demonstrating UK-wide best practice.

- We resolved B3% of complaints within onc day.
beating the RITO-ED1 target of 70°6.

L EY launched  a
Forecasting  Encapsulating Efficiency
Retrofits DEFENDER™ 1o assess the benefits ol
different energy-saving interventions on a range of
archetype bulldings. By gaining  a
understanding of the energy requirements we can help
illustrate which interventions are likely o be cuost
effective to customers. and alse whether the network

have project  called  Demand

Domwestic

greater

benefits from reducing electricity consumplion could

Justify our imvestment in targeied cnergy cotficiency

schemes.

National Grid Electricity Distribution plc {formerly Western Power Distribution ple)

= For RUO-ED2. we intend to cnsure
that power cuts will be at their fowest
fevels and  customer satisfaction
will be at its highest al over 93%.
Crucially. we will achieve all of this

over

whilst maintaining allordability for our
customers.

RUO-ED2. we
committed to resolving ar least 90% ot
complaints within one day and 99% of
complaints within 31 days.

- Tor have  also

* We will more than double vur {fuel
poverty support. to help deliver oser
£60m of savings for 113.000 fucl poor
customers over the course of RITO-ED2.

= Maintain network reliability where on
ascrage power cuts are better than one
Iterruption eveny tnwo vears lasting less
than 24 minutes  whilst
vulnerable customer data w prioritise

utilising

network improvement schemes.




Strategic report {continued)
Far the year ended 31 March 2023

Delivering our strategic priorities (continued)

Grow our organisational capability

1 What this means 11 2022/23 achievements 11 Looking ahead i
To deliver our part in a = In this rapidly changing cnergy sector. we have = Wo will undertake threc regional
changing encrgs system. we are continued 1o build on our organisational capabilities.  collaboration trial  schemes by 2025

our internat
processes. strengthening our
customer focus. and sharpening
our commercial edge.

lransfurming

During RIO-EDI, we transformed our network 1o
significant  growth  of  distributed
generation. with the capability 1o connect 33GW of
generation on a network originalty designed for BAGW
of demand. FEnergy storage is inecreasingly being used
alongside gencralion to store excess power and releass
it to the network at a later point in time. A lolal of
11.3GW distribution generation is connected o our
network to date. of which 7.3GW is low-carbon
generation. an increase of £2% compared to last year.
This includes biofuels. wind. solar, hyvdro and storage.

acconunadate  a

involving gas. electricity. waler. waste.
transpert and heating sectors. This will
enable us in utilising whole systems
approach for major reinforecement and to
took across wider encryy systems to
provide capacity for the funire needs of
our ¢ustomers in the most efficient way.

=We are investing in our Planning Stale
Estimation & Duta Historian platforms.
which will enable us to consolidate all
our real time data into one
place. This improved netvwork visibilit
will enable us to improve operational
decision making and our long-term
planning.

SOHTCS

Empower our people for great performance

1 What this means

J 1

2022/23 achievements

I L

Looking ahead i

Our people shape the culture
and ways of working needed to
deliver outcomes  that
the  expectations of all our
stakeholders. By attracting
diverse talent and developing
our people. we will ensure ouy
colleagues are best placed to
work towards a clean energy
flture,

exceed

» In response lo results of ouwr cmployee survey
Gridivoiee. we  developed an  action  plan
carmarked 37 areas of improsvement and to date have
completed 24 of them. with many others being ongoing
areas ol improvement. Our training journey during the
vear is one such arca that was a direct result of feedback
from Gridivoice. During the current year. we hase

which

signiticantly  increased  our  training  programmes,
covering @ vast range of arcas such as craft staff.
apprentices.  DSO. wlecoms.  graduate  engincering.

project management and data & digitalisation. We
formal training
programmes, in¢luding those we are (raining ahead of
need to ensure we are ready [or the future. We hanve
also introduced a range ol courses to widen the

currently hasve 700 employees on

development opportunitics for colleagues,

= We launched a new training scheme called Power
Network Craft Assistant N A"y specifically aimed
at peaple who have [eft school without or with minimal
qualification. paid 12-15
months training programme, following which a crafi

I'his scheme provides a

ussistanl job will be offered, 16 cmployees were
appointed in the current year under this scheme.

« With an aim of preparing our collcagues for the
challenges of RHO-1.D2 and further evolving our
culture. we have designed a now training progranunc
for our managers called 'Building High Performing
Teams”. 280 managers are scheduled to undertake a siv
month training progranme to support them in their role.
= A Sale o Say inttiats e was launched o ensure that
all voice  and and
cmpowered Lo raise a concern or idew, either dircetly or

colleagues hme 4 teel  safe
in conlidence.

= During the year, we have placed ereat focus on the
well-being of our colleagues. in particular relating to
mental health. Fhis includes recruiting over 200 mental
health first aiders who are being trained to prosvide

support across the business,

National Grid Electricily Distribution ple (formerly Western Power Distribution plc)

= We intend to continue achieving year
on year improscements t the levels of
diversity within the business and publish
an annually updated Diversity, Equity
and Inclusion ("DE&I™Y Action Plan,
We also will review our processes to
further embed DEXI training as part of
the induction.

- We
cxpand
colleagues. A new training programine
that is to be implemented next year is for
technician devclopment. In addition we
also  continuing our [High
Performing leadership
programime providing soft skitfs training
for front line people managers. We will
also continue to run DE&] training for

will continue to promote and

internal  trainceships  for

are with

Teams

all people managers. as well as a
diversitv training  workshop  with

MindGym for senior feaders.

=We will continug to utilise our annual
Gridnyoice survey and our interim Pulse
survey w {dentily arcas of improvement.
with the aim of cnsuring that NGLD
continues to be a great place 1o work.



Strategic report (conlinued)
Far the year ended 31 March 2023

Key performance indicators (KP1s)
NGED utilises KPls to assess progress apainst our overall purpose and strategic priorities.

Enable the cnergy transition for all

KPT H

] Performance and comments

Business carbon footprint
("BCF™)

§¥6 emissions
(emissions as o of SEFG bank)
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OQur BCE details the impact that our operational actisities have on the emvironment in tenns of
associated carban dioside €8 » L emissions. We report our BCF using equivalent wnnes of carborn
dioxide €*pitee’n We currently report o number of scope 3 cmissions including contractor
emissions gnd business mileage (road rail. air). NGUD follows a recognised methodology as
deseribed within international business carbon footprint stundards. the Greenhouse Gas ("GHG")
carbon reporting guidance, the 2020 UK Governmemt GIHG Consersion Pactors for company
reporting and 1SCGT4064-3.

NGED's current target is a 5% reduction over the RIIO-LIM period based on the bascling yecar ol
2012/13. At 2022723 the NGED Group is outperforming the target. Our Business Carbon Footprint
has reduced by 3925 (2021/22: 35%0) since 201415,

For deiails on the methodatagy for the caleulation of our BOF refer to page 44,

SEe gas is used throughout our industey s an insulating medium in switchgear. Although it
provides many benelits it is a potent greenhouse gas. There are currently no viable alternatiives to
SI'6. Therelore we continuously nwonitor our 5F6 cimissions.

The amount of SE6 emitted is expressed as a percentage of the overall “haad” of 856 contained
within our switchgear, as this will vary over the period of RIIO-LDT. The target is based on an
average of emissions between 2009/ 10 and 201071,
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Oserall the level of leakage is redocing over time as older units are replaced with new units which
also contain lower levels of SY6. The NGED Group's current target is a 17% reduction over the
RIIO-EDY period. The target was set at the start of RUO-UIM and relates only to top ups %o leahage
as the serap and manulaeturers return data wus not compiled at that time, This target has been met.
When replacing switchgear we give priority o the snitchgear with the highest leak rates. Within
RUO-1 we have committed to replacing any 11KV distribution asscts thal show signy of leakage
and any higher voltage as~ets that have leaked three times, When a Teak becomes apparent we locate
its source so that a strategy can be developed o manage the sitwation taking into aceount the
potential for repairs and the fead times for replacement switchgear.

Naional Grid Electricity Distribution ple (formerfy Western Power Distribution plc) 8



Strategic report (continued)
For the year ended 31 March 2023

Key performance indicators (KPIs) {continued)

Enable the energy transition for all 1

KPi

11 Performance and comments 1

Fluid cable losses

the design of very high voltage underground cables has evolved over many years and our new
cables ail use a solid plastic-like insulation. Old designs of 33kV and higher voliage cables used an
insulating oil in ducts inside the cable. Whilst these cables are normally very reliable, in the event
of a fault or damage by third parties. this oil may leak out. in common with other DNOs. NGED
works to an operating code agreed with the Lnvironment Agency and assesses both the condition
and the environmental rish posed by the fuid {illed cables which the NGED Group owns,

Oil 1oss in litres
Actual T.osses == = Target losses

50,000

43317
40,000 30,530 ; 35233
o —————— 23358 .
30,000 Lo -...-..__._____",ﬁ_-.-l-gg‘; 13,411 24333
207300 17291 (R-E T e dd — e
10,000 L
Wy -] - o L= S‘ E [ m
= = = = z
5 7 3 E 2 g =) = a8
—_ _ — — —_ = ca ~ ~
= = - = = =1 = < =
(& ] [} (=] -~ (2] ~¥ (&} Lol (=}

The NGED Group's target was a 73% redoction over the RIO-EDT period. The losses from
NGELD's (luid filled cables can vary from yvear to year generally dependent on the number of smatl
feaks at disparate Tocations. However last year and in the cursent year, unusually high losses were
reported due 1o a small numiber of (solated incidents. sliich resalted in the target being missed The
most signilicant loss last vear was the Plymouth BSP/Milehouse No.2 circuit - losing 13.973 litres,
This yeur the two most significant losses were Pembroke/Waterston 1 Milford Haven losing 4,440
litres and Bustieholm Kingstanding losing 4.314 litres. Older stvles of clectricity cables containing
oil occasionally leak when equipment is damaged. seals deteriotale or as a result ol changing
cround conditions (wet to dry). Replacement progrununes for the older styles of cables have baen
planned. The Fnvironment Agency ("EA™y and Nutural Resources Wales have been kept fully
informed of the ol losses, and we continue to operate under the EA Fluid Fitted Cable Operaling
Code of Practice.

Deliver for our customers efficiently }

KPPl

| 3] Performance and comments ]

Overall customer satisfuction

As part of Usew’s Broad Measure of
Customer Satisfaction Incentive. a research
agency undertakes a meonthly sadstaction

Customer satisfaction score

Score gut of 1 ======Target

1o 918 503 800 survey  assessing  custoiners' suatisfaction
g lor connection quotations and delivery,
p posser interruptions and general enguiries.
The customer satisfhction seore s given
* out of 10, For A0 ¢ four licenee arcas
2 around 21000 customers are suneyed per
o : AEL
2020/21 2021722 2022723
NGED continues to deliver fevels of customers service significantly above the baseline sei tor RIIO-

EDT and continues to earn high lesels of incentives revwards under the BMOS by outpertorming the
8.2 larget.

National Grid Electricity Distribution ple (formerly Western Power Distribution pic) 9



Strategic report (continued)

For the year ended 31 March 2023

Key performance indicators (KPIs) (continued)

0 —— .
Deliver for cur customers efficiently

11 KPl1

|

Performance and comments

Customer minutes lost
(""OMLYY

Number of customer
interruptions (" CI")

CML - South West

CML - South Wales

Turget OML  Actudi CMIL ITarger CML Asial OMT
60 &0
433 128
415 ’ 42.1 3
40 - 36,7 333 40 331 3.4 .
’ 2435 246 252
20 26
202021 2021722 2022/23% 202021 202122 2022/23*
CML - East Midlands CML - West Midiands
Warzer CML Agtaal CT7L W argel CIA Actual CMIT.
60 500 52.0 552 50.3
364 <
g 157
k 34.5 0o
* o 252 93 107
231 222 219 . .
20 00 . .
s} 0o - Rt -
2020721 2021/22 2022/23* 2020121 202122 202223

# e 2622 23 actuals are subject {o (Heom

contirmuticn

CML represents the average time a custonier is without power during the year. 1t is caleulated by
taking the sum of customer minutes lost for all incidents. excluding the allowed exceptional ¢vents.
divided by customers connected. The wargets are defined by Olgem ar cach DNO level. Year on
year NGED is outperforming ity targets as we are focused on ensuring complete maximum

reliabitity for our customers.

Cl - South West

T CT - Actual O

2020:21 202122

C1- East Midlands

202021

202122

*The 2022 23 aetuals are subject o Ofzem

571 .
493 ol

2022723+ 202021

€1 - Sputh Wales

£ Aciuai 7

202122

Ci - West Midlands

202223 202021

confirmation

20217222

518

44.0

2022723

-
bl

=
Ry
N

2022/23*

Cloreprresents  supply interruptions ovperienved by connected  customers per HHY customers,
Adjustment for exceptionul one off events that are outside the control of DNOs is allowed by
Olgem. The targets are delined by Olgem at cach DNO level. Year on year NGED is pertorming
bener than its wrgets as we are [ocused on ensuring maximum network reliability for our customers,
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Strategic report (continued)

For the year ended 31 March 2023

Key performance indicators (KPIs) (eontinued)

Deliver for our customers efficiently }

1 KP1L

11 Performance and comments i

Connectiens {time to quote
and time to connect)

Network reliability

South West

Time to quote - working days Time to connect - working days
ETarpst  »* Actuai STarget ®Actual
100 500 436 436 436 9.2
80 6.3 6.3 400
[ 3.7 ap 300
40 . . 200
20 H a0 :
2020721 2021/22 2022723 2020/21 2021/22 2022/23
South Wales
Time to quote - working days Time to connect - working days
Wlarget #Actual WPargst @ Actual
oV 500 #3.6 #36  aq1p
80 A3 8.3 6.3 40.0 -
50 33 300
40 1.7 Lo : 200
20 e g 190 i
2020/21 2021722 2012/23 202021 2021722 202223
East Midlands
Time to quote -working days Time to connect -working days
WTarpet »Actual Wlarget s Acioal
160 300 436 43.6
30 6.3 6.3 6.3 400 331
50 . 300 .
40 27 26 28 200
20 : 3 190 :
202021 202122 2022723 2020:21 2021722 202223
West Midlands
Time 10 quote - working days Time to cennect - working days
WTargst  *Actua! ®Target »Aclual
194 s50¢ 436
80 63 6.3 63 400 EXn
60 306
40 6 22 27 200
20 " 106
2020:21 021/22 202223 202021 2021/22 202223

Ofgem sets the targets for the overall "time to guete” and "time 1o connect” lor single dotmestic
connections and small commercial connections. LVESA customers are those seching single
domestic conneetions reguiring no mains work at low voltage. LVSSI customers are those seching
Lo to four domestic conncetions or onc-olT commercial connections at low volage requiring no
netvork reinforeement work, The abose target is an average of the Ofgem target for LVSSA and
LVSSH.

We aim to deliver reliability by planning

Network rehabihty %% L. i
our capital investments to mecet challenging

99 994 93,694 99 995 .
100 demand and supply pattemns. designing and
30 building robust nctworks. having  risk-
based  maintenance and  replacement
60 programmes.  and detailed  and  tested
40 incident  response plans. the bl
24 represents our consolidated  performance
2020721 2021722 2022/23 across our four regions,
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Strategic report (continued)
For the year ended 31 March 2023

Key performance indicators (KP1s) {continued)

i Empower our people for great performance 1

| Kl 10 Performance and comments

Level of wark related

accidents Lost time accidents Non lost time accidents

60

=28

40
40 . 3? 34 -

20

(=T S R

202223

. R )
2020/21 2021/22 202223

2020/21 2021722
Lhe NGED Group's lost time accident frequency rate based on working hours as at 31 March 2023
was at 0,076 (2022: §.080).

The tolal number of accidents (o statt across the NGEID Group increased from 41 in 2021722 10 48
in 2022/23. Llectricity distribution carries inherent safety rishs and the NGED directors are
commitled to the highest evels of safety in all areas. All accidents are investigated and appropriate
safely communicalions are conducted with the relevant weams. Qur accident calegorisalion system
focuses o actual or potential for harm. allowing NGED 1o be more effeetive in its investigation and
rool cause analysis of accidents. We ensure that all our planned safets inspection and maintenance
programunes are completed during the year.

NGED also monitors the overall rate of accidents per 100 cmployees (as reported to Ofgem). The
accident rate for the NGED Group for 2022/23 15 0,72 (2021/22: 0.62) outperforming the RTHO-I' D1
target of 1.6t Further details on our performance reporting to Ofgem regarding safety can be found
at the link below:

SOR

e TN T

Employee turnos er ratio I'nere has been a increase in the year on
year turnover ratio. This is mainly due to
19 0u% voluntarity leavers aged 55 scars or
§ 009 below,

5 00% 50%

400% 3 6%

2 00%

2020/21 2023/22
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Strategic repori {(continued)
For the year ended 31 March 2023

Key performance indicators (KPIs) (continued)

Empower our people for great performance

} KP1

] 1

Performance and comments

Employec gender pay gap

Note, He have amended onr
disclosure from prior yvear o
refleci  the  entity  position
instead of the NGED Group
position. Thiv is to align with
our - Sldiory  reporting
gender pay g,

OFF

South West

Mean hourly pay gap % Median hourly pay gap %

16.0% 14 0% 16 0%

11 5% 11 8%
12 0% 120% ;
8 0% 300
4.0% 4 (%%
0% et 0 0% e

2019/20 2020721 2021722*% 2019720 202021 2021/22*

The mean hourly pay gap and median hourly pay gap has remained stable on 2021, The mean
incentive pay gap in 2022 has improved o 31.6% from 15.9% in 2021,
South Wales

Mlean houwrly pay gap %% Median hourly pay gup %o

6%  143% 16 0%
12 6% 119%
120% : 12.0%
§0% 8 0%
40% 40%
S ' e
00% p SR 00% ot :
201920 202021 2021722+ 201920 202021 2021722+

Whilst the Company's mean hourly pay gap has shown slight improsement ycar on sear. more
significant improvement has been noted in the Company's incentive pay gap. The mean incentive
pax gap in 2022 has improved to 32.8% from 49.7% in 2021,

East Midiands

Mean hourly pay gap %

169% 16 0%
12 0% 12 0%
§0% 6 7% B0 & 0%
40% ot 4 0%
0 6% e ¢ 0%

201920 2020/21 2021/22*

Whilst the mean hourly pay gap has declined. the mean incentive pay

significantly (o 45.8% from 62.8% in 2021,
West Midiands

Mean hourly pay gap %

160%% 16 0%
209 12 0%
&% ] 0%

3% 179, 45%
4 0% 4 0%
0 0% R e et & 0%
201920 202021 2021/22%

Median hourly pay gap %o

7%

201920 2020/21 2021/22*

gap in 2022 has improved

Median kourly pay gap %o

5 3% 4 7%, 5.5%
¢ .
2019720 2020/21 2028/22%

Whilst the mean hourly puy gap has declined. the mean incentive pay gap in 2022 has improsved

signilicantls (o 34.8% from 7E.6%0 in 2021,

#3021 22 are the fatest available results and v for data on the snapshot date ol 5 Apnl 2022

snapshob date of April 2023 will be available by Apnl 2024
Our full gender pay gap report can be found at link below:

National Grid Electricity Distribution ple (formerly Westarn Power Distribution ple)
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Strategic report {(continued)
For the year ended 31 March 2023

Business Review

We have completed the RIIO-ED1 price coniro! period in a position of sirength, outperforming the majority of cur RIIO-ED1 business
plan commitments. In the year 20222023, we continued to deliver excellent service for our 8 miljion (20212022: 8 millicn) customers,
whilst developing plans for the next price control. We have continued to bear our targets for customer minutes lost and customer
interruptions by 26% (2021:22: 30%) and 27% (2021.22: 27%) respectively, accident rate is at 0.72 (2021,22: 0.62) accidents per 100
e agmnsw RS0 wreer F 1Al and aue Basiness Caren Foorprint CBOET day reducad py 30 1021 20 2% smeg 2004 LS

As energy prices conlinue to rise steeply it s more important than ever that we keep customers updated on ways to save energy and
manage their use more effectively, Some customers on low incomes cannot afford to effectively heat their properties - and those who
were previously ust about managing may have been tipped in to fuel poverty by soaring energy prices and inflation. With our various
fuel poverty schemes, we have supported over 24,000 fuel poor customers, leading to an estimated annual saving of £20.6m for these
customers. Further, our annua! community funding was increased from £lm to £3.8m in the current year and was awarded to 759
organisations benefitting almost 400,000 people in our communities. Our community funding is tailored to support communities at the
grassroots level - ensuring that support is given to those most in need of help. We were proud to have been recently recognised for our
work, earning a Gold Award at the Chartercd institute of Public Relations ("CIPR") Pride Awards in the Community Relations
Campaign Category for our Community Matters Fund fuel poverty support programme.

Our hard work during the year is reflected in our excellent performance against the Broad Measure of Customer Satisfaction . "BMZE™
results scoring 8.99 (2021°22: 9.03) out of 1§ overall. outperforming the 8.2 target.

A comprehensive view of our progress against the full range of commitments made within the RIIO-EDI business plan, including
expenditure, can be found on our website at the link below:

T A EE R RN VIR S

As the Government now focuses on energy security and affordability. as weli as decarbonisation, we embrace our role in delivering the
energy system of the future. Decarbonisation of energy will lzad to greater electricity demand meaning that we will need to provide more
power through the distribution network. Our Distribution System Operator ("DSQ") function has continued to identify where wo can
adopt alternative arrangements to defer reinforcing the network. 1n the light of the current energy crisis, it is our objective to keep our
propottion of the usivouners’ bills as low as possible and minimise the requirement for load-related reinforcement by adopting a
“Heitnlicy esv’ approach in order to maximise the ulilisation of the existing network. We have established innovative processes for
procuring and using flexibility services as an alternative to conventional network reinforcement which allows customers to connect more
quickly and at a lower cost. The amount of contracted flexibility services under contract is 763.49MW as at 31 March 2023,

For the second year in a row NGTD has proved t's changing the face of the electricity industry by scooping the Disruptor of the Year
award at the 2022 Utility Weck Awards for our '"Take Charge’ imnovation project. This project has developed new technology to deliver
the electrical capacity to power 80 rapid EV charges at a single scrvice station site in a compact modular format, It is an innovative
solution that brings the equivalent of the “zewreai capacity of 2 small “own™ ie each motorway services. We were also nominated for
our EQUINOX projsct. which is a first of its kind helping the energy industry 1o decarbonise heat for customers in the most cost-
efficicnt manner.

Energy supplier failures

Since the beginning of 2021, 31 energy companics have ceased trading, lcaving over two million custonmers dependent on the safety net
provided by the market regulator, Ofgem. to maintain their supplies and protect their credit balances while it moves them to a new
supplier. Supplier failures impact the DNOs in the following areas:

et Bt Do Fovengeer  ZRSE T AT

—satT

When a supplier fails. Ofgem ensurcs continuity of supply to the tailed sigpoer s customers by appointing a Supplier of Last Resorl
TSl ETT 1o supply the failed suernier’: customers at short notice. The SoLR may then recover certaim ¢osts from the Distribution
Network Operators 0™ 0s ™ via a Last Resort Supply Payment - “LRE® ™ claim, Fach DNO is then able o recover those costs via its
Disiribution Use of System “D1 a8 ™ charges which are levied across all suppliers. Essentially these claims are a pass through cost for
the DNOs. The total SolLR claims recgived during the year amounted to £72.7m (2022: £266.8m). These claims will be payable to
suppliers from March 2023-March 2024, with associated revenue being recovered through DU oS tariffs from April 2023-March 2024
Claims received last year were paid in the current year, with the majority of associated revenue also recovered in the current year. Refer
to page 13 for details on revenue.

Bad debis

Another impact for the DNOs is bad debts incurred in relation to DUeS charges up o the date of the supplier failure. Gfgem regulations
allow for full recoverability of credit losses on DUoS debiors, provided certain crecdit management protocels are performed in
accordance with industry standards as governed by the Distribution Connection and Lse of System Agreements T8 17, thug
minimising any potential credit risk to the Group. The recoverability for the Group occurs through an increase in DUoS charges.

Natienal Grid Electricity Distribution ple (formerly Wesiern Powar Distribution ple} 14



Strategic reporl (continued)
For the year ended 31 March 2023

Business review (continued)

Financial highlishts

I Financial measuare

Performance and comments

Revenue 2022/23

(£m)
2.096.5

Profit before 2022/23

taxation (£m)
("PBT") 681.4
Fived asset 2022723
additions (£m)
1.202.2
Cash 2022/23
generated {£m)
trom 1.124.3
operations
RAV

* Beeause of tining, the 2022 23
RAV usedd fir iliese caleulations s
the fatest dratt and not the Ginahsed
salue A dirceted by Oluen. the
HAV 1v caloulated vaing an ascrase
of March 2023 und April 2023
s flatson,

Natienal Grid Eleetricity Distribution ple (lormerly Western Power Distribution ple) 13

Our allowed revenues are set in aceordance with our regulatory price
control, We caleulate the tarifts we charge our customers based on the
estimated volume of energy we expect will be delivered during the
coming period. The actual volumes delivered wifl differ from this
cstimate, Therefore. our total actual revenue will be different from our
total allowed revenue., These differences are commonly relerred to as
timing diflerences.

1 we collect more than the aliowed level of revenuc. the balance must
be returned to customers in subsequent periods. and if we collect tess
than the aliowed level of resenue we may recover the balance from
customers in subsequent periods.

The increase in the revenue during the year is mainly due to recovery
of ERSP claims paid. through increased DUOS revenue during the
vear. The revenue recovered for LRSP claims amounts 1o £261.8m.
This docs not result in a corresponding increase in proiil as the
paviment of LRSP claims increases the operating costs during the vear.

As part of the regulatory process Ofgem scts the allowed rate of return
within cach price control which for RUG-ED! is set at 6.4%. As
evident from the level of capital expenditure belows, NGED invests in
excess of prolits back into the networks 1o ensure thal we continue 1o
prosyide an eftivicnt. reliable and secure sery fce to our customers.

The decline in PBT is mainly due to the incrcase in finance costs
during the year. driven by accretion of index linked debt.

NGED operales in a capital intensive industry and thus invests o
major proportion of profits into replacing and adding electricity
infrastructure. as is evident from the overall extent of our capital
eapenditure and increase during the year, Due 1o the age of the
nciwork and technological advancements significant investment is
required in capital related activities, During the RIO-LDL period to
date we have invested £8.1ba in capital related activities,

Cash generated from operations continues to be consistent year on

yeur.

RAV is ¢ regulators concept o represent assets with a long term life,
It is essentially equivalent to the net book value of the fixed assets of
the business only caleulated in regulatory terms using methodology
provided by Ofeem. Tt is an important measure for all DNOs as the
allowed revenue In amy vear includes a return on RAV and
amortisation ol RAV as determined by Glgem. Other important
measures. such as gearing ratios and recoverable amounts of DINOs
with respect o Impairment calculations. are caleulated using RAV.
‘The movement in RAV is largely deiven by additions to our RAYV
during the year which are bused on 80% of our total expenditure
("lutex™ ealeulated in accordance with methodology provided b
Ofgem and alier application ol the totey incentive.

Note, the diflerences in methodology between TIRS and regulatory
guidance  have accunwlated over time and as such connot be
reconciled.



Strategic report (continued)

For the year ended 31 March 2023

Business review (continued)

Financial highlights

Financial measure

_1

Performance and comments

Gearing ratio

Net debt*

RAV

* Refer to note 22 on page
L4 tar the calculation ol net

deht
Interest cover

PBT

Finanee cost
Depreciation
Amortisation
EBIIDXA
Interest payable
Interest cover

Return on equity ("ROL""}
Base return
Totex incentive mechanism

Other revenue incentives
ROL

2022723 2021722
(£m) Em)
6.651.0 6,502.6

10.846.4 9.407.1

()l?’«’) 69(}’6

2022723 2021722

(£m) (£m)
681.4 7469
3994 3183
286.3 2718

3.3 3.1
1.370.4 1.339.3
3994 3183
3.4 4.2
2022723 2021722
Yo Yo
9.6% 9.6%
0.8% 1.1%a
2.8% 2.9%
13.2% 13.6%%

Gearing for NGED is caleulated as the ratio of net debt 1o RAV, The
gearing ratio is monitored in relation to the revolving credit facility
covenants for several of the NGED companies and is used as a key
internal measure, To comply swith bank cosvenants as well as the
internal KPL the gearing ratio for the NGED Group does not exceed
83%. The regulatory gearing target for the tour DNOs indbidually
was 63% for RINO-ED1 and is 60% RILO-ED2 onvwards.

A minimum ratio of carnings before interest. tax, depreciation and
amorlisation ("EBITDA" to interest payable is required by credit
facility covenants for sexcral of the NGED companies. 1t is also used
as a key anternal indicator of the financial heatth of the DNOs. In
order 1o comply with bank covenants the interest cover ratio can not
fall below 3:1: our interest cover ratio is al an acceptable fevel and
shows a sulficient fevel of earnings to cover interest payments. The
inerease in finance cost during the year is driven by acerction of index
linked dubt.

Our ROIL is based on the allowed regulated return on cquits.
Regulated return on cquity is a measure of how a business is
performing operationally against the assumptions used by Olgem.
These returns are calculated using the assumption that the businesses
are financed in line with the regulators adjudicated capital structure.
at the assumed cost of debt and that UK taxation paid is at the level
assumed by Ofgem.

As part of the regulatory process Olgem sets the allowed rate of return
within cach price control, which lor RITO-I"D is sct at 6.4%. Base
return ROE for the year. normalised for a long-run inflatien rate of
384 (2022: 3%). was 9.6% (2022 0.6%).

The toten incentive mechanism relaies w the sharing of any under or
over spend on eur allowances through our adjustiment o allowed
rexenue in future rears. 202223 toten incentives include o 0.4%
reduction adjustment for EDD1 green recorvens prajects. Ofgem have
confirmed that no new allowances will be given in RIIO-ED2 but
projects can be  completed reeeived in base
allowances in RIO-EDL. Further spend i3 toreeast in 2023/24 1o
conplete these projects. therefore the 2022/23 ROE has been adjusted
to align the 202324 spend with 2022/23 allowances. Fhis ROE
adjustment is expected 0 be unvound in 2023/24.

using  allowances

lrcentive performanee has remained high sear on year. Howeser.
there has been o reduction in incentives earned due to the tightening

of targets,

Note: RO 1s a pertformance measure based on the allowed regulated
return on equity and cannot be reconciled to anmy statutors measure. In
the current sear. ROT has been included as an APM to reflect our
within  the align

performanee regufatory and o with

by our ultimate Parent Compmty. National

regime
performance reporting
Grid ple,
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Strategic report (continued)
For the year ended 31 March 2023

Our business environment

We are committed o delivering net zero whilst ensuring fairness and affordability for customers. Through our work with governments
and regulators, we are delivering infrastructure investments and shaping policy to realise climate goals.

Fairness and affordabifite

We are commitied to delivering
cnergy  safely.  reliably  and
affordably to the communitics
we senve. We will play our role
in ensuring 1o one is lefi behind
in the short term  due to
increased energy prices. or in
the transition  to
clean energs.

longer-term

Impact o eur industry

= Pnergy price volatility
been s sigaificant
driver of inflation in the
UK. Tn 2022 consumer
price  nflation  reached
[1.1%% a 41-yvear high.

has

= The Government has
protected customers from

the worst extent ol the
energy  price volatifis

through support schemes
and have announced their
intentions 1o review
and  markets 1o
stpport consumers in the

long terny.

palicy

Our response

NGED has an established social contract which acts as a focal point
tor our busingss o deliver greater social and environmental benciits.
giving strategic direction to our promise to do the right thing for our
customers. As part of our social contract. we have various faimness and
aftordability initiatives as cutlined below:

= During the year, we awarded a £2.5m fund to help those in ficl
porverty. as part of our wider annual £3.8m Community Matters Fuad,
The Fund supported 319 organisations. providing savings for over
138.000 people in our communities.

= NGELD continues to partner with four fuel poverty organisations. ene
in each of our licence areas. 1o deliver the “Peser Elp” scheme. The
project helps customers by offering income and encrey efliciency
advice. such as benefits and grant applications and energy saving
schemes. Customers are oflered free. independent. confidential and
impartial advice on a full range ol interventions. The project works by
partner organisations such as Citizens Advice taking referrals directly
from NGUED, Every customer contacted as part of our Priority Service
Register ("PSR"}y calls are given the opportunity to be referred to a
partner organisation. such as The Energy Savings Trust and the
Centre for Sustainable Encrgy, for support.

=1n addition. NGED continues o partner with lour community based
organisations. one in cach of our licence areas. to deliver an
“Adreeduble Woamwh' fuel poverls scheme. Customers receive the
same assislance and support as those referred o o Power Up partner
bul these customers are seli~gencrated by Aflordable Warmth partners
and then are signed up o the PSR as part of the support pachage.

= We work ¢losely with partners and our Custemer Panel 1o improse
services and identify innevative ways to support custemers. We held
our annuai social obligations workshop in the current year in light of
energy price rises and our £113,000 Encrgy Aflordubility Fund
{("EAE") has enabled sis new innovative projects 1o find new ways of
supporting customers in 2023 with a specilic focus on designing and
defivering interventions o widen participation in the smart cnergy
transition and addressing digital exclusion.

» In the year 2022723, our FAE. Pover Up and Affordable Warmih
schemes contributed to the total 24463 (20217220 25 928) customers
who saved over £20.0m (2021/22: £14.6m). Our fuel poverty support
i~ the largest programme of ans [TK network company and has
provided support o over 142000 customers. helping them to save
over £72m over the course of RIO-1D.
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Strategic report (continued)
For the year ended 31 March 2023

Our business environment (continued)

Net zero

By  connecting  a  growing
volume of renewable gencration
and reducing our own
greenhouse gas emissions. we
are depronstrating our focus an
enabling the encrgy transition.

Impact on our industry

- The government's
independent  Nel  Zero
Review stated that

~sigmigicant governmental
action  is  required  to
that the UK
achicves net zero in the
best way possible for the
swavzcry and tie pubtic.”

CITsUire

= Moliwre thun S ot globud
Gross Domwstic Product
("GDPTY is now covered
by a net zero target.

Our respoase

» Our two core strategic focus areas are. " Bevemowy a Not Zero
Organiarion” and “Easurmyg we are environmentally sesponsible’
Following feedback trom our customer engagement groups during
2022, we have now further refined our environment strategy so that
we are now aligning our activilies to additional UN Sustainable
Deselopment Goals. including “Easure access to affordable. reliable.
sustainable  and wmoedern  energy  for &l and  Bamdid  resilient
infrastructure. promote inclusive and sustainable industrialisation and
foster innosation

= As part of Engrgy Network Association ("ENA"L we are working
collaboratively with other DNOs w develop and implement a
comprehensive tool to assess the impact of embedded carbon in
relation to our assets and activities.

= We have increased the percentage of clectric sehicles in our
compercial and leased fleet by 3% during the current year.

= By continuing with our vehicle replacement progranune and raising
avvareness of the impuct of driving sty be and the continued roll-out of
our Driver Behavioural System ("DBS"). we have outperformed our
RUO-EDI1 3% reduction target for annual fuel use by 9.8%a.

=We have sigaed a collaboration agreement with the charity. Heart of
England Torestry. which will enable extensive tree planting. habiiat
restoration. biodiyersity net gain and commutity imvoh cment over the
course 0 RITO-1:12.

=We compleled a biodiversits foot printing report fur our operational
activities and our current supply chain, The report ideatilies the
impact our operations have on biodiversity net gain. This will fornn
the basis for our hiodiversity strategy.

=We are trialling the utilisation of a biodiversity nel gain metrie loo!
ar around 290 substations 1o establish a baseline from which bespohe
biodiversity management plans will be developed.
= We have continued to work cotlaboratively  with our waste
amount ol waste
dispesed of 10 landfill. Three of our four Llicence arcas conlinug to
routingly report soro waste 1o landfill on a monthly basis, In 2022723,
only 6.67% of waste from our operations is being sent to landiill as
compared to 42°%6in 2014713,

management pariners to signiticantly reduce the

= For further detils on our actions relating to net zero, please reler
our detailed environment and innos ation report at link below:

e ;
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Strategic repori {(continued)
For the year ended 31 March 2023

Our business environment (continued)

Decentralisafion

System flexibility and resilience
becoming
important as the VK
trom

are incregsingly
Mmoves
centralised
energy gencration to a syvstem of
more geographically distributed
intermiitent energy sources,

Qway large

Tmpact on our industry

= 2022 saw significant
growth in electric
vehicles.  with sales
growing by more than

23%%in the UK,

= Driven by policy and
innovation.  heat  pump
prices are reducing  for
CORSUMCTS.

= Orgewy s regulatory deal
for RHO-LD2 included
funding w make nelwork
imestments  that will
enable the rapid growth in
clectric vehicle chargers.
heat pumps and batteries.

Our respoase

= Our DSO team has established tlexibility markets that provide an
altlemative means of addressing network constraints. These harmess
the power of new techinology and the ability of some network users o
provide flexibility inn their own consumption cither by increasing.
reducing or shifting their net import or export, Flexibility can provide
more granular network capacity increases, better matching the in-year
requirements of network users, Fleaibility has the potential to manage
capacity shortfalls economically and responsively vl the need for
comentional reinforeement is more certain. Where uncertainty s
high. @ greater period of operation of flexibility may allow for more
optimal term  imvestment  plans to be  developed  and
implemented. Cur SO s responsible for assessing which investment
option is most eflicient and economical, and does 30 using industry
standard tools. 1t recommends the investmem decision independent of
the network owner function of the business, To cnable this. we have
completed the organisational changes to separate our DSO function
tfrom our DNO.

fonger

[1 flexibility has been selected as the optimal cheice. a formal process
is used to tender for providers. We currently utilise a Dynamic
Purchasing System to procure openly and competitively against our
requirements. Before awarding contracts, the Distribution Network
Options Assessment (DNOA) process will be trigpered 1o ensure
value is still being delivered 1o customers. given the final commercial
terms. We use signposting and forecasting processes lo give flexibility
providers a clear picture of requirements. These processes are carried
oul before conventional reinforcement would nced to start and
therefore help (o identify  whether there is sufficient Nexibility
available to resolve a network constraint. This approach ensures that
we consider a flexible alternative for every nelwork constraint,

= We have made signilicant pregress on the Equitable Nowel
Flexibility exchange «EQL Ny project o allow customers o
play a part In a [exible energy future using heat pumps in their own
homes. We have developed the novel commerciul arrangements and
supporting technologics needed 1o unlock flexibility from residential
low carbon healing and recruiled customers to 1ake part in the largest
trial of heat {flexibility in the UK, The trial phase is now underway.

This project is the first of its kind to 2im to answer key questions on
how electrivity neiwork operators can parlicipale proaclively in the
decarbonisation of heat 1n the most cost-efficient way Jor customers.
managing increased network demand while maintaining network
reliability. The projeet will assist in the deterral or avoidance of
network reinforeciment due to the predicted dramatic uptake of heat
pumps in the upcoming RUO-17D2 price contrel period and beyond.
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Strategic report {continued)
For the year ended 31 March 2023

Qur business environment (continued)

Digitalisation

Ve ne Bringioe ausomers,
employees. and asseis together
45 We PIOZress on our journey
{o being an intelligent.
connected enterprise.
Digitatisation supports our
progress fowuards net zero
targets and improves cuslomer
experience and value,

Tmpact on our industry

= Ofgem now  requires
DNOs 1w publish a
network digitalisation

stratwe gy, and has
announced its plans for

the creation of “wowmen

digital energy
autnsmuguee” © improve
the cfficiency and

coordination of flexibility
marhets.

= Supported by poliey in

he UK. metaseris’
invesiments in
digitalisation will cnable
predicative  maintenance.

automate  operations  and
control. and digital twins.
making it ecasier to plan
and

network  expansion

make connection oflors,

Our response

We faunched our digitalisation stratcgy and action plan last vear upon
submission of our RIO-ED2 business plan to Olgem. Digitalisation
of the energy system is at the heart of WG s transition 1o build a
smart and eflicient energy system, delivering net zero. Our focus is to
achieve the best possible positive outeomes for our customers. by
utifising innovative solutions and smarter working practices to drive
elficiency in all we do and our digitalisation strategy scts the
foundation for this. Qur innovative new digitalised sofutions and
services will transform the way customers interact with us and with
energy. providing them with real value. Some examples being are:

= A new digital tool has been launched that allows customers o appls
online to conneet domestic electric vehicle chargers. It is an
automated online application that provides o real-time response to the
customers. By moving the process online. we are able to deal with
signiticant volumes and responses are not reslricled to normal
working hours, The online digital tool launched for domeslic clectric
vehickes will be extended to applications for other low carbon
technolagics @ EC TN as well. such heat pumps and domestic solar
installations.  We  also have launched our online budget tool.
Customers can now oblain an immediate budget estimate for low
voltage connections by entering information into the budget estimate
tool as opposed to having to send the inlormation o a local planner,

=We have extended our capabilities in relation o smart meter data by
gathering high resolution »oltage data for the first time and gathering
ananymised load data at @ more granolar fovel, There are issues with
fow carbon technologies not being registered with the DNOs and
swithout correet records. the accuracy of network planping will be
affected. With the expecied inerease in load at low vollage from heat
pumps and electric vehicte charge points. there is o risk that the
degree of unbalance on a network can be signiticant. The Smart Meter
Innovations and Test Network SSWTENTY project is examining how
the smart meter data can be used 1o solve the problems of missing or
incorrect data for low voltage nctworks by applyving algorithms (o
smart meter data in a novel way.
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Strategic report (continued)
For the year ended 31 March 2023

Dhsrridvgrion Svstem Opevator DO Fanction

Distribution System OQperations is all about developing and operating a smarter and more flexible electricity system. To deliver benefits
from this smarler approach requires not only investment in data, systems and processes 1o enable this capability, bul alse for this
capability to be exploited. This is the role of the Distribution Systemn Operator. Through RIIO-ED? wo will deliver a number of
enhancements to broaden and deepen our DSO capabilities. Our three key 1oles as & DSO lunction are:

Planning and network developmenti:

- Plan efficiently in the context of uncertainty, taking account of whole system outcemes, and promote planning data availability.
Network operation:

- Promote operational network visibility and data availability;

- Facilitate efficient dispatch of distribution flexibilitv services.

Market development

- Provide accurate, user-friendly and comprehensive market nformation;

- Embed simple, fair and transparcnt rules and processes for precuring distribution flexibility services.

To facilitate neutral markets we have identified functions and activities which are specitically related to DSO and functionally scparated
them within our business to avoid any potential for conflict between system operator and network owner. The %075 key focus is to
make decisions which enable capacity fo be provided efficiently and economically. through creating comipetition in how that capacity is
provided. The DNO is responsible for providing accurate data and information on ils asset capability and current or historical network
loading, The ZJ™E: 3 ey focus is to nevest i (e data and smart grid technology which can be used by the DSO. Data and its exchange
will be a significant enabler in the relationship between DNO and DSO and during RIIO-ED? this needs to be codified. NGED will take
a lead in this development.

The DSO is responsible for accurately sizing the invesiment in the new capacity required to serve the current and future needs. It is
responsible for doing this efficiently through the use of flexibility, which may be provided by third parties or the DG 3 0wn smart grid
network. 1t will also direct traditional reinforcement where this is most efficient. We were the first DNO to commit to a six monthly
procurement cyele for flexibility services through our customer facing flexibility brand, known as Feabie Pover’ Using flexibility
services we will build in competition, both against alternative options for managing constraints (such as reinforcement), as well as
between providers. This aims to find the optimal solution for the network. Our Flexible Power product has been adopted by four other
DXNOs and is now a national too! for flexibility dispatch. Network Operators are able to see availability of flexible assets under contract
and dispateh that flex{bility to maintain the network within {imits.

Our SO Strategy can be found at the link below:

oy

RilO-ED2
The RITO-BD2 price control period will cover the five vear period from April 2023 to March 2028, All the DNOs, submitted their final
business plan to Ofgem on | December 2021, Ofgem published its final determinations on 30 November 2022,

Following the final deterntination by Ofzem allowing us £5.9bn, we have prepared a RIIO-ED2 Delivery Plan, setting out how we will
continue to improve on our alrcady industry lsading standards while adapting to the changing needs of our cusfomers and the
envionment in which we operate. Qur Business Plan for RIIQ-ED! (2015 to 2023), was ambitious and industry leading. Building on
this impressive platforny, we have listened to our stakeholders and will deliver an even bolder set of stretching commitments for RI10-
L2, driving a smart, sustainable enerpy revolution for the communities we serve. The RITO-RD2 delivery plan contains 42 ambitious
core commitments and more than 400 wider commitments, all designed to achieve four crucial outcomes for our customers.

Susfamabifity. We will support the UK’s ambitions to achieve net sere carbon emissions by 2050, driving crucial changes in encrgy
usage and customer green behaviour. We will set 1the benchmark by achieving nct zero in our own operations by 2043 (following a
Science Bascd Target initiative} and we will cnsure the network is ready t enable local autherities to achisve similar ambitions in their
rogions. Last year, we were planning to achieve phased nect zero targets, aiming to be net zere excluding network losses and scope 3
emission by 2028 and net zero including network losses in ling with our Science Bascd Targets by 2043, However, lollowing integration
with the National Grid Group, instead of following the previous phased approach, we have now aligned our net zero target with the
target of the National Grid Group and thus set onc single targel to be in ling with our 1.5°C Science Based Targets by 2043, The
Science Based Targets include Scope 1 and Scope 2 emissions including network losses and thus is a step ahead of the initial 2028
target as that excluded network losses.
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Strategic report {continued)
Faor the year ended 31 March 2023

RITO-ED?2 (continued)

Connecigbility 1 A lack of network capacity should not be a barrier for our customers. We wiil ensure that the network cdan cater for up to
1.5 million additional electric vehicles, 600,000 heat pumps and a significant increase in renewable generation over the next five years.

Vulnergbility: We will deliver a first class programme of inclusive support. This will include offering 600,000 smart cnergy action plans
for vulnerable customers cach year, ensuring no one is left behind in a sreart future. We will also more than double our ground breaking
fuel poverty support to deliver over £60m of savings for 113,000 fuel poor cusiomers over the course of RIIO-ED2.

Affordability: We will continue ic deliver the highest standards of safety, reliability and customer service that customers have come to
expect fram us. We aim to keep the power cuts at their fowest ever levels, whilst targeting customer satisfaction at over 93%. Cructally
we will achieve all of this while keeping our portion ol the average domcstic customer bill affordable.

We have developed a suite of wide ranging. dynamic, ambitious and interconnected strategies that will be implemented in RIIO-ED2.
Each onc s designed 1o contribute towards the delivery of our four overarching strategic outcomes we intend to achieve for our
customers over the course of RITO-ED2. Some of the key strategies developed by the Group in this regard are: Climate Resilience
strategy, Digitalisation stratepy and action plan, Net Zero Covurnuminies’ strategy, Environment strategy and action plan, Workforce
Resilience sirategy, DSC strategy and Customer Vulnerability strategy. Fach ol our strategies 15 embedded across our operations.

in our business plan submission to Olgem, we had propoesed to deliver our commitments with a budget of £6.7 billion. Due to our
proven track record of innovation development and roll out, we had embedded £700m of efficiency savings into the business plan. In its
fina! determinations, Ofgem has allowed us £5.9 billion, the largest amount allowed of any DNO Group in the UK, The reduction in
allowances relating to volume adjustments is around £200m, plus an efficiency chalienge of £600m.

Ofgen has set a challenging price control for the next 5 years and we are required to be ambitious and significantly improve our services
for our customers with a challenging asymmetrical incentive package in terms of rewards and penalties. Our strong track record of
delivering excellent levels of performance for customers underpins confidence that we can build on the successes of RIIO-ED1 to
deliver our holistic plans for RITO-ED2. As we plan for the challenges of a rapidly changing energy market, we are more ambitious than

wrar Wy owgnr o mczed i oisemery’ augeontons and dear 3 sismingive, wiabie nd mnowstooe nemasari far seritndy

lnnovation and Development

NGED, through Ofgen's Network Innovation Funding Incentives, 15 developing mnovative projects which aim o help make the energy
netwarks smarter, accelerate the development of a net zero carbon energy sector as well as deliver financial benefits to consumers. The
projects help develop crucial knowledge and expertise which is being shared acrass the industry.

This year the Innovation team has continucd o deliver a varied portfolic of projects that focus on key areas of decarbonization and net
zero, heat, transport, data and communities consumer vulnerability. New projects this year have includod using data from smart meters
to improve the energy use profiles for distribution substations used by network planners -“SMWUTN™ investigating the bencfits of
different encrgy efficiency measures on a set of building archetypes “DEFENDER™ and introducing real-time assel 1atings into our
active network managemcent systems ("Running cool”).

Many projects have reached their final stages reflecting the end of the current price control period at the end of March 2023, From April
2023 onwards, the larger projects that were previously funded via the Network Innovation Competition will be replaced by the Strategic
Innovation Fund {"SIF"). This has the advaniage of breaking down these larger projects imo Discovery Phase. Alpha and Beta phases
50 that the potential issucs with ambitious projects can be identified earlicr on in the process before significant costs are committed. Ouwr
application for 5 SIF projects was successful and has besn approved. These will be implemented in 2023 24 and will cover & wide range
of themes including developing a digital twin of cur netwark to aid local energy planning. creating advanced flexibility services with
water companics that can alicr the times at swhich they use their pumps and using the ability of Electric Vehicles 1o reverse their power
flow to supply ¢nergy to help vulnerable customers during oulagzs

National Grid Fleciricity Distribution plc (formerly Western Power Distribution plej
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Strategic report (continued)
For the year ended 31 March 2023

Innovatien and Development (continued)
Our Equinox project, which is investigating how flexibility can be included in the solutions that decarbonise domestic heating, has now
started, being the largest heat flexibility trial in the UK.

Helping 1o understand consumers in a post pandemic world gave an iusight into how our largest ever vulnerability led project,
Vulnerability and Fnergy Networks, Identification and Consumption Evaluation ("WVENICE") is exploring the problems surrounding
vulnerable customers in light of COVID-16. The project was launched last year and so far has explained what makes a customer
vulnerable, described the persistence of the effects of the pandemic on both our network and customers and has developed models that
will infarm the industry on the best ways to engage cormmunities that are deemed fuel poor in the energy transition. Over the next few
months, VENICE will be modelling an -art of the neswbie’ solution showing how smart meter data can be leveraged to help all
consumers, our smart meter data analysis and business models will be finalised and a sandbox trial will be developed.

After a trial of more than three years, our overhead line power pointer project has provided some exciting results. Our aim was to trial a
sclf-powered device capable of providing real-time information on voltage, current power flows and conductor temperature. This
information can be menitored remotely as menitors have built in communication; by using 4G sim cards we are able to send alt this data
from the overhead nstwork back to our services and to network management system providing real time visibility of our overhead
network, This project supports our commitment to net zero and sustainability as monitoring through this self powered device, 1hat can be
clipped vn to overhead tnes, will reduce the amount of resources required to locate the faults, remove the need (o use the helicopter unit
and also enable faster restoration of supplies. New ratings based on conductor temperature may release latent capacily in the network
allowing more renewahle generation 1o be connccted.

The suceess of our projects was also recognised with our Take Charge project receiving the 2022 Utility Week Disruptor award. Take
Charge developad 2 new type of compact primary substation that can be used to provide large capacity to support fast charging facilities
at motorway services, where space for a traditional primary substation would not be available. Our Dynamic Charging of Vehicles
project won the Energy Innovation Showease award for Best Collaborative Initiative,

In June 2022, we held 24 to Zero', our first large scale in-person dissemination event after Covid. The event attracted more than 130
stakeholders. Leading industry experts gathered to explore some of the key challenges confronting the cnergy industry as it strives to
deliver a fair low carbon future. This year we have had a record number of abstract submissions accepted for the international
B wihicdy wetl] s ug T sitare our eartang wih staicshoiders i aronnd fre woerd
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The sucvess of the dissemination event and our prejects reflects our comunitment 1o excellence. Being able to demonstrate the benefits
from our projects and the value for money thal they provide was essential to the RTIO-ED2 price control negotiations. Ofgem have
authorised an £18m budget for Network Innovation Allowance prajects for the next three years that will allow us to keep innovating.

Further details on our innovatinn projects can be found at the link below:
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Sirategic report (continued)
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Internal controls and risk management

The National Grid Electricity Distribution Ple Board has overall responsibility for NMGED s system of risk management and internal
control across the NGED Group. The NGED Board is committed to protecting and enhancing our reputation and assets, while
sateguarding the interests of our stakeholders.

Managing our risks

The NGED Group is exposed te a range of uncertainties that could have a material adverse effect on its strategic objectives, financial
condition, operational results, reputation, and its value. The National Grid Ple Board sets and monitors the amount of risk the NGED
Group is prepared to seek or accepl in pursuing its strategic objectives. within the parent Company, National Grid Groug 2 risk appetite
framework. The Board assesses the NGIED Geaug's Principal Risks ("GPRs™ and monitors the risk management process through risk

review sessions. These have taken place monthly at Executive meetings throughout the year and are reviewed twice per year by the
NGED Board.

Emerging risks ("ERs") are less defined than GPRs and typically do not pose an immediate threat. They are future focuscd, with a higher
degree of uncertainty and arve difficult 1o quantify; however, they could have the potential for significant impact and consequences and
so threaten the future achievement of our strategy. Utilising future scenarios, horizon scanning and emerging risk assessments, we
identify ERs and include the identification, assessment, response, and reporting of ERs in our risk management processes. Asscssment
includes the potential impact and velocity (time 1o impact) and our response is to then either watch, monitor or manage the risks that are
mpoered 1 e MED Bewrd ard Grong : PR ssing oy prerzag nisk owndar

The risk management framework and process is further set out in our Code of corporate governance statement on page 36.

Actions during the year

The NGED risk profile continues to be managed by drawing upeon the mosi significant risks across our business profile. This year we
reviewed our risk management framework and principal risks to align better to the National Gnid parent Corgmes 2 Group Principal
Risks along with our own business plan conimitments. We assessed risks against the strategic business objectives of the parent Group,
and devised a new set of principal risks for NGED, ensuring these were assessed in accordance with the parent Group Bauwrd’ s strategic
objectives, risk appelite and associated key confrols, which are clearly defined and assessed.

The rapidly evolving political and economic uncertainty continue fo dominate. requiring very carelul wonitoring and assessment of our
NGED Geong’z GPRs and ERs. The uncertainty has created an increase in the underlying (inherent) threat across our cyber, disruption
of energy, political and sucietal cxpectations, and satisfactory regulatory risks. which we are continuously menitoring,

We developed our principai climate change visk during the year, establishing a discrete risk arcund our energy transition role: and
further incorporated the physical impacts from climate change on our assets (adaptation) into our sustained [oss of customer supply nisk,
to ensure a clear focus on the actions necded to mitigate these different visks, Phe "sustained loss of customer supply” risk focuszs on
significant disruptions of cnergy from network reliability and resilience issues across our operations.

Following the final determinations of the RIIO-ED2 price contwrol, the executive directors revisited the NGLD GPRz in January 2023,
focussing on the delivery risk associated with the D2 price control and increased scrutiny and complexity associated wiih regulatory
and legal compiiance risks. In the current ever changing economic and political climate. the direciors are also focused on our risk
relating o political and regulatory stakeholder and societal expectations. The GPRs are currently discussed monthly by the executive
directors, 1o help maintain focus and alignment Lo the parent's risk appetite framework and to enhance the monitoring and mitigation of
risks.

Internal conirols over financial reporting

Periodic Sarbanes-Oxley ("SOX") reports regarding managzinent's

reporing are received by the Board in advance of the full year results. Reports conclude the Jrtam' s comipliance with the requirements
of 5404 of the Sarbanes-Oxiey Act. and are received directly from the Group Controls Team; and through the Lxecutive and Audit
Commitrees. This is to satisfy the reporting requireriients for the parent, National Grid pie.

opinion on the cffectiveness of internal confrol over financial

W have specific internal mechanisms that govern the financial reporting process. OQur financial controls guidance sets out the
fundamentals of internal control over financial reporting. which are applied across the Company. Qur financial processes inciude a range
of system. transactional and management oversight controls. In addition. our businesses prepare detailed meonthly management reports
that include analysis of their results, along with comiparisons to relevant budgets. forecasts and prior year results. These are presented to,
and reviewed by, senior management within our Finance function.

These reviews are supplemented by monthly business reviews attended by the National Grid Group CEO and CFO, during which

finariciat and non-financial metrics are considerad via analysis of performance contract scarecards. Decp dives on particular topics are
driven by identified visks and opportunities.
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Enternal controls and risk management (continued)

The NGID risk profile is presented belows:

i Stralegic risks

I Risk i

;[ Mitigating actions |

Capability and talent:

Ihere is a risk that we fail to attract. retain. equip and inspire
the necessary diverse talent o lead our business and deliver
our business plans and Lhe pipeline of tatent is not sulliciently
strong to 1ill roles as colleagues retire.

Strateey link: Grow ow grganisational capability.

Societal and Stakeholder expectations:

There is a risk that we fail to understand and manage societal
aud stakehokler expectations of our business because of weak
stakeholder engagement. leading to reputational damage or
inereased regulatory inten ention.

Seratcey fink: Enable the eneroy transition for ol

Enrergy transition role and delivery of net zero:

There is a risk that we Tail 1o meet our strutegic principle of
cnabling the energy transition for all and that we fail 1o change
sulfiviently 1o engble the T8 s trunsition to net zero or mect
our owgn net zero conmiitments. because of planning 1o an
incorrect anticipalory

acceplable to our
implementing the wrong emvironmental plan. faillure 10 meet
customer expectations. and delivery,

strategic emelope. investiment

arrangements nol  being regulalors.

Stratesy ik fpabie encrgy prapsition for off,

We continue 1o evolve initiatives to secure fulure engineering talent.
including through apprenticeships: and identily high potential talent
in our teams to build capability through segmentation and analysis.
and threugh leadership training,

We continue to apply rigour in development and suceession planning.
including focus on diversity aad inclusion through talent and
development activities. In 2023, we will Jaunch the giobal diversity.
equality and inclusion strategy and resources aligned to our ultimate
parent company ., National Grid ple.

We continue to operale a number of stakcholder inglusive activities.
including:

=Customer Engagement Group ("CEG"). which reflects the needs and
expectations of existing and fulure conswmers in the development of
its business plans:

= Customer Panel representing a wide range ot stakeholders. meeting
quarterly to provide critical review of our performance. provide
extensive expert knowledge and help steer our strategic priorities:

« Annual workshops. surgeries and webinars to understand the needs
of staheholders and ensure these are atigned with our strategic
priaritics.

We also deploy significant resources on:

s fngaging with Olgem on industry initiatives. aew coasultations and
decisions;

= Enhancing and consolidating our digital roadmap and social media
channels:

w DU ST WP G VN SonTRiiment o b respmnnbie usnes,

We continue 1o focus on our core privrities 1o improse our straiegic
planning capability and appraisal of various optlions in connection
with the net zero delivery rish.

We are developing tlexibility in our network to manage and monitor
our load risk. whifst we also adopt whole system coordination.

] Compliance risk

Risk ]

S

Miligating actions

Regulatory and legal compliance:
There is a risk that nen-compliance with a regulalony licence
obligation impacts

adversely custonmers  or

ur o stEtulory
stakeholders
reptittion.

and leads to a significant fine or damaged

Strategy Hink: Grow owr opgoniseiionol capahiliiy,

National Grid Electricity Distribution ple (formerly Western Power Distribution ple)

We manage and mitigate 1his rish twough Juning a dedicated
regulation and complianee weam with skilled eolleagues who track
regulaton clunges and provide advice on interpretation and on-going
compliance plus associated updates and changes. There is regular
dialogue with the ultimate parent’s Board on political and regulatory
developments that may impact the NGED Group.

The Board monitors the senior managemen! and $wegsises’ progress
in cnsuring compliance with changes to legisktion.

]
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Sirategic report (continued)
For the year ended 31 March 2023

Enternal controls and risk management (continued)

Operational risks

Risk

i
U

Mitigating actions

Significant injury or loss of life risk:

There is a risk of significant injury or loss of life to employees.
contractors or the public as a result of operational business
activity because ol a failure of a critical asset or system; or
inadvertent or deliberafte contact with the distribution
network, This risk also includes similar safety impacts from
cnvironmental cvents.

Strertegy fink Enabbe phe cperan: trarisition for qld

Cyber security incident:

‘There is a risk that we fhil to adequately anticipate and munage
disruptive forees on our $3»ems or to proeet our systems from
a  cyber-ineident  that clectriviny outages  for
customers. foss ofantomated control of the electricity network.
damage 10 assets. loss of data or compromised ability {0
provide critica] customer services.

resully  in

Strategy fink: Grow onr erganisaliona! capabilin,

Sustained loss of customer supply:

[here s a nisk that we fail w0 prediet and respond o a
significant asset ailure or severe weather event which causes
stgnificant disruption Lo customer power supply and our assct
perlormance or our service tesponse is inadequate. leading to
customer harm. lasting reputational damape. loss of tranchise
or damage w investor confidence.

Strateey link: Deliver Jor ouis customers efficicatly,

Business transformation:

There is a rish that we fail to identild and apply suilable
lechnologies, practices and innovations to cfficienthy deliver
our Price Control commitments. position our business for
suceess in RITO-ED2 and besond and et our business
ohjectives.

Strgpegy link: Luable the engrgy Gransition for afl.

Belnering ED2 price control:

There is o rish that we fail to deliver the price control within
the allowed settlement revenue because of uncertaints over
delivers mechanisms. supply  chain poor industrial
relations. weak resource management or funding gaps. leading
to repulational damage or increased regulators inters ention,

[ESIN

Serapegy finhe Dnable the energy raesition for gli.

Nationat Grid Eleetricity Distribotion ple {{formerly Western Power Distribution ple)

Our preventatis e and detective safety controls focus on:

« A well-estublished risk management procedure including satety
policies. procedures, standards. risk assessments and actions plans:

- Competteey aud ity a6 mdierion and a i engourg besis

= A clear focus on safe belias fours including leadershiip fevel site
safety visits, safety moments in our meetings, a ‘Stand-up for Safety’
campaign. and support for managers from the specialist salety
prolessionals’ team 10 develop and mature sale practices n the
workplace:

» shred fearming aad asion e s

sigtownt sutbry endenrs.

= We comumit signilicant resources and financial investment to
maintain  the and data and
technology infrastructure by continually investing in strategics that
are commensurate with the changing nature of the sceurits fandscape.

seeuriy integrity of our syslems.

= Stringent policies and procedures are in place o provide controls
over network sceurity. proactive threat intelligence gathernng. asset
moenitormg and management. data Integrity. back-ups and incident
respuanse,

« We work collaboratively with our parent Company. leading edge
Government agencies. and with cyberspace security frameworks to
buitd resilience. incident response planning amd contingences.

Our planning and incident response controls are widespread across
Gur assCts, sVsiEms, communications and infrasteucture including:
= Instaliations and changes within a controlled change management

framework and to industey Icading standards:
= Planped.  effective maintenance of  the
preventative tree cutting programs:

network  including
»Security and management of supply chain for strategic stock holding
fevels, delivery lead times and monitoring of market conditions:

» Rogubar ransng sessioons hy anr anginesrs)

= Exercises and practise scessions 1o system emergency scettarios and
respense plans:

« Physical and Logical resilicnee and response planning for extreme
weather events and | I Telecoms fuilures.

Key control arcas 1o manage business transtormation risk include:
e A gt ser o prioviues and Jetfned nsshration steones!

* A wanstbrmwtion plun:

=it eear,

= Periirmanes regorinng:

- Belding canatalire aad ey T e e T

To manage this risk we crsure we have:

= 5 eTReCTive fasauritig At

= Awgreness progrummes 1o help our colleagues  understand the
current regulatory deal and the consequences ol our choices and

deliverables:

= Detailod plans of the volumes gad varicty of new i
eapeet to deliver during the ED2 regulatony period:

tiatives we

- Pstablished the daun processes and eehnology that are needed 1o
enable timely. accurate delivers and regulatory reporling,

rJ
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Strategic report (¢ontinued)
For the year ended 31 March 2023

Internal controls and risk management {continued)

Financial risks

While all dsks have a direct or indirect financial impact, financial risks are those which relate to financial objectives and performance.
Financial risk management is a critical process used to make investinent decisions and aims {o maximise investment returns and earnings
for a given level of risk. None of cur financial risks are currently classificd as group principal risks. Our key financial risks are described
ot 2200 he Trpnoal sterients on pagss 96 - L

CGur commitment 1o being a responsible business

At Nationa! Grid, we are committed to doing the right thing, delivering social and envirenmental value for our colleagues, customers
and wider society. * s enshrined in our purpose - Bring Encrgy to Life. We care about our customers and our communities. the way we
engage and interact with vur stakeholders and how we take responsibility within the communities we serve.

We have established a social contract that sets out how we do business in a way ihat actively benefits our region and the people we
serve, both now and into the future. The social contract is a promise to listen actively to our communities and colleagues and act with
integrity, contribuling positive, lecally-tailored solutions to the challenges they face. Structured around three key focus areas: our
customers and communities, our people and our environment, our annual social contract update was published in January 2023. It
includes a progress report and aciion plan. summariging activities delivered o date and our approach for the year ahead and can be
found at the link below:

While the Secial Contract provides a framework for us to make a local impact, our alignment with the United Nations Sustainable
Development Goals demonstrates the crucial role our communities play in global society. 1t acts as a platform for our actions to be
shared and up scaled to deliver even mare benetits.

Customers and community
Working with our communities is important in creating shared value for us as a business, the people we serve and the communities we
operate in.

Some of the key outcomes in 20222023 were as follows:

- We awarded £3.8 million to local good causes via our shareholder-funded Community Matters Fund. This includes £2.5m 1o help
tackle fuel poverty. £300,000 aimed at supporting mental hoalth and social isolation, £300,000 focused on alleviating holiday hunger
for school children and £300,000 awarded as a special Christmas fund to support the most vulnerable during the winter period.

- In addition to the Community Matlers Fund, we have supporied 127 charitable and non-charitable organisations by donating an
additional £109.000 o good causes.

- We refurbished and redistributed 463 iPads to community organisalions, supporting customers who are digitally excluded, providing
devices along with mobile data and digital skills training.

- Our Sclence, Technology, Engineering and Maths ("STEM") ambassador programme has grown to 23 colleagues, who deliver
outreach and education to students across our region. We have supported the Enginearing Education Scheme Wales "EESN™ Sixth
Form Project. promising lo give a wider understanding of the careers available through our STEM. The project sces us partner with
schools to sef tcams of students a STEM-based task, which they are asked to solve by researching, designing and building a prototype
of their idea The projects last around 6 months, wheie thiee NGED STEM ambassadors run them and have regular visits 1o answer
smident 2 questions. The students are alse given the opportunity to attend site visits. At the end, the students write a report and present
their solved projects at the EESW awards event. where they have a chance to win awards for their prototypes and innovative fdea.

A pylon to pewer projcct that gives talks to students about the future of renewable encrgy took place during the year. Students were
invited to learn more about renewables and also the history of coal encrgy. They also received a presentation from NGED about the
distribution network. Afier the presentation, the students were tasked with designing and building their own towers during an activity
led by the EESW,

- We provide safety information focussed on potemiial hazards and how te avoid them, so that our customers stay safe around cur
electrical esssts. Qur comprehensive education programme uscs a range of activitics to teach childien about the importance of
electrical safety. Our website Power Discovery Zonc wan the digital innovation award at the South Wales Argus Education Awards.
The website contains fun education resources and prometes electrical safety. cnergy saving and renswabkle energy, with a ~ ez

Sunad o7 sl ters I eners
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Strategic report (continued)
For the year ended 31 March 2023

Qur commitment to being a responsible business (continued)
Customers and commiunity (Continued)

Customer vulnerability and fuel poverty

We currently support over 2.0 million customers on our Priority Services Register ("PSR'") that records details about vulnerable
custoniers so that additional taitored support can be provided when the customer contacts us or when their supply s interrupted. We
have a dedicated team of people to proactively contact customers and check their details at least every two years to ensure that the
register remains up-io-datc. NGED continues to work with industry pariners to develop processes to share data with other organisations
that hold information about vulnerable customers, in line with data profection laws. NGED already sends PSR data monthly to six water
companies and reccives data from two of them and is working alongside industry colleagues to ensurs two-way dala sharing is in place
with all water companies. Links have also been established with many organisations who act a5 reser3i parmers’ such as the British
Red Cross to improve the understanding of the needs of vulnerable customers. These 180 referral partners (up from 149 last year)
include charities, Jocal authorities and health organisations who sign customers up to the PSR and share power cut resilience advice with
their clients

In hight of the current cost of living crisis it remaing vital that we keep customers updated on ways to save energy and manage their
consumption more effectively. Some customers on low incomes may not be able to effectively heat their properties ~ and those who
were previousiy -~ ust about tunuaging’ may have been tipped in to fugl poverty by soaring energy prices and inflation. We work with
over 100 partner agencies to provide fuel poverty support and advice. Please refer to the ~Faraess and Affardatiay’ section on page 17
for details on work done by us during the in the area of customer vulnerability and fuel poverty.

Our people

We are committed to being a stand oul employer, attracting new talent to the electricity sector and driving the transition to net zero
While continuing to priositise safety, health and wellbeing, we are focused on improving diversity, equity and inclusion, upskilling and
empowering our people to thrive in their carecrs.

Health and Safety

The health and safety of our employees is paramount. Qur commitment to this is reflected through our training programmes, paolicies,
processes and procedures - all of which align with national and international standards and have been tested and implemented over many
yedrs, OQur safety management system 1s 1SO 45001, accredited and independently audited by Nationa! Quality Assurance each year.

We have an annual Safety, Health and Bnvironment “SHE™ calendar and progranmime focussed on key topics identified from our annual
SHE plan, employee feedback, accident statistics and. where appropriate, national programmes. We have collaborative working with our
contractor organisations to ensure we share best practice, angd all achieve the same ST1E standards.

There 15 a culture of proactive colieague communications to share learning from incidents or events and we have regular safety surveys,
for colleagues tn share their views on the zmmean 3 salety culture. 'Fhere ars regular meetings between nanagers and colleague
representatives to discuss. agree and implement initiatives related to health and safety. There is proactive colleague communication to
share fearning from incidents or events. In addition 1his year, s “Sade to Say” initiative was launched with the aim of encouraging staff to
use their voice and speak up without fear, being emposvered to raise issues, flag concerns and cfier ideas.

oy M T e )
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It is important that our colleagues reflect the diverse conmmunities we serve. By increasing the diversity of our organisation, we will be

even betler placed to represent these communities and 1o drive innovative solutions for all our customers.

We recognise that this remains a key chailenge for our business: the electricity distribution indusiry as a whole contiues to fall short of
ather sectors when it conme

to colleague diversity. However. we refuse w be complacent and dre committed to making significant
changes 1o our approach. to see a real and sustained difference. We have therefore developed a DLE&] strategy which we update annualiy
o continue our progress in this area. Some examples of actions during the currcnt year ave as {oilows:

- appointing a Diversity Officer who drives our diversity and inclusion agenda and atiends national events on best practice to recruit.
support and retain diverse taleat;

- launching new DE&I training courses for all people managers. helping equip them with the confidence to handle sensitive issues;
requiring all new colleagues to review the DE&I pelicy and Code of Ethics during the induction process;

- using an onhine applicant tracking system to 2nonymise applications and ensure recruitment and progression is based on merit;

- training managers and tzam members who sit on interview pangls to recegnise and overcome unconscious bias;

- reviewing our job vacancy advertisements to ensure the language is accessible, and assisting candidates who reguire adjustments,

- advertising external job rotes maore widely to attract more diverse candidates
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Our commitment to being a responsible business (continued)

Our people (continued)

- e MERLTN N veofmaoee - O DNTAT T L e amie s

We also engage with a range of partner organisations to improve our approach to recruiting diverse talent:

- 10,000 Black Internz: a programme lacilitaling paid work experience, lraining and professional development {or young Black pcople
in the United Kingdem, across a range of industries.

- Change 100: & programme aiming to remove the workplace barriers cxperienced by disabled people through a programme of paid
summer work placements, professional development and mentoring.

- Career Transition Partnership: an organisation providing resettleinsnt services for those leaving the Koyal Navy, Army, Royal Air
Force and Marines

Employee well being

We are driven to enable our teams to do their best, by feeling their best. We have sevcral schemes that actively promote the mental and

physical wellbeing of our colleagues and offer support when they need it, for example:

- Switched on to Health intranet, providing a wide range of resources or the health and wellbeing of our colleagues and managers;

- Access to our in-house occupational health team and Employee Assistance Programmes. Our Employee Assistance Programime is a
247, confidential service providing free access 1o support and counselling across a range of issues, inclading family, legat, linancial
or work related difficullies;

- Monthly health communications which raise awareness and provide advice around different physical and mental health topics, based
upon colleagues feedback and health monitoring programmes;

- Flexible working policies. providing support to eligible colleagues who wish to incorparate homeworking or flexible working;

- Proactive mental health provision including a mental health first aider programme and Employee Assistance Programme aligned to
snteagues fedbneic wrd deanh noemerng

[n addition to initiatives for physical and mental wellbeing, we also provide enhanced maternity and paternity support, flexible working
options and care for retirees and terminally i1l colieagues. Recognising that significant life transitions can impact mental health and
wellbeing. we strive to adopt leading policies that provide holistic support to our colleagues during difficult times.

For team mentbers who are nearing retirement, we offer in-house retirement courses, pension support and pre-retirement leave to help
individuals transition to leaving the workplace. To protect the rights of terminally ill colleagues, we are signatories of the " Dving to
Swore charter. We provide childcare vouchers, adoption leave, shared parental leave arrangements and keeping in touch days 1o
encourage eligible colleagues to continue their careers while caring for a famity.

Our environment

We are committed to leading in the net zero transition, sefting an example for others to follow. While rapidly reducing emissions in our
own operalions, demonstrating excellent environmental performance and improving biodiversity at our sites, we are also helping others
to achieve their own net zcro ambitions. For Murther details on this refer Lo pages 6 and 18 of cur Stralegic reportt.

For our commitment to nct zero, we have been listed as one of Eurone’ s Chimate Leaders for 2022 in the Financia! Times-Statista list.
More than 4.000 companics were serutinised in =nns ol past emission reductions, current reporting standards and ralings as well as
commitments for the future. We are featured as one of the 400 Buropean Climate Leaders 1n 2022,

Since 2011, -w2’wa been working 1o an internationally agreed environmental standard (ISO 14001) to improve our environmental
performance. To be certified to this smancdard. an organisation must consider all environmental issucs relevant 1o its operations, such as
air potlution. water and sewage issues, waste nmanagenent. soil contamination, climate change mitigation and adaptation. and resource
use and cfticiency. This certification ensurcs we strive for continual improvement and innovation in our approach to the environment,
while maintaining legal compliance,

This year, we supported our first team to compete in the Greenpower Challenge, & project that enables school children {aged 11-16) to

design, build and race clectric cars, with the help of NGED STEM ambassadors. The initiative focuses on renewable energy, recycled
materials and the varied careers available in engineering.

National Grid Electricity Distribution ple (formerly Western Powser Distribution ple) 29



Strategic report (continued)
For the year ended 31 March 2023

Ovr commitment to being a responsible business {continued)

Our environment (continied)

We are working with third party organisations, such as local ecologists, to understand the impact of our activitics on biodiversity. This
includes increasing scrutiny of environmental and sustainability factors in our tendering process, and identifying areas in our business
with the highest emissions, so that we can engage with suppliers and contractors 1o improve the impact of our supply chain on the
cnvironment. As part of National Grwd" 2 opgoing commitment 1o biodiversity and the environment, we plant native trees and shrubs
across our operating regions each year, in partnership with The Conservation Volunteers. This year, we supported planting meadow
flowers at Creswell Crags in Nottinghamshire - one of the most impartant Stone Age archacological sites in Europe.

Deaf awareness chartermark

NGED holds the RNID Louder Than Woardy' charter mark accreditation which assesses and endorses the accessibility of services for
deaf and hard of hearing people. We have held the accreditation for nine and eieven years respectively for the South Wales and South
West and East and West Midlands. We were the first DNO in the UK to launch the “Tnrerprages™ew® (now SignVideo) service. This
enables deaf customers to contact us in British Sign Language {"BSL") via an online interpreter by downloading a free app. in addition,
we also provide a serics of customer information videos in 85L.

Taxation

As part of the National Grid Group, NGED adopts a responsible approach to taxation aiming to comply with applicable tax legisiation.
Details of the approach are included in the National Grid tax strategy that is published annually and covers all businesses within the
group. The tax strategy can be found on the National Grid website or using the link below:

Fer details ol the NGED Group's effective 1ax rate see note 10

Human righis

NGED is dedicated to conducting its business with honesty, integrity and fairness. In support of these principles it is NGED's policy to
observe all domestic and applicable forcign laws and regulations including the Human Rights Act 1998, Tguality Act 2010 and Modern
Slavery Act 2015, Training of all employees is conducied in relation to these faws and regulations which has led to an understanding,
within the Group of issues associated with these statutes. The outcome of our policies and procedures is that there have been no known
instances of any {orm of discrimination, slavery or human rights violation.

For our medern slavery statement, refer 1o the National Grid website or using the link below:

Ty L A N

Anti-corruption and anti-bribery

NGED has robust policies on anti-corruption and anti-bribery. These policies apply to all cmployees of the Group and form part of the
employee Code of Conduct. Other individuals performing {unctions for the Group, such as agency wworkers and contractors, are also
required to adhcre to our anti-bribery and anti-corruption policies. Through our policies and procedures we have becn able to foster an
environnient of zero tolerance towards bribery and corruption. As a result there has been no known violation of applicable laws and
policies

Task Force on Climate-related Financial Disclosures (" TCT D)
Refer to the Annual Report apd Accounts of National Grid ple, pagss 3851 for TCFD disclosures. including climuate related risks of
National Grid Group.
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Non-financial information statement
In accordance with section 414CB of the Companiss Act 2006 we have reported on various non financial information as follows:

- Business mode!
Refer to pages 1 - 3.

- Frnvironmert
Refer 10 pages 6, 18, 29 and 30 for our work done in relation to environment
Refer to pages 8-9 for our KPIs in relation to environment.

- Emnlovees
Refer to pages 28 and 29 for details on our policies regarding employees.

Refer 1o pages 12 and13 faor our KPls in relation to employee satisfaction.

- Social matfers
Refer to pages 27 and 28,

- Human rights

Reler lo page 30.

- Anti-corruption and anti-bribery matiers
Refer to page 30.

Section 172 Statement
Refer to pages 40-41 for our Scction 172 statement.

Approved and suthorised for issue by the Board and signed on its behalf by:

Cordelia O'Hara
Director
30 June 2023

National Grid Electricity Distribution Ple (formerly Western Power Distribution Plc)
Avonbank

Fecder Road

Bristel BS2 0TB

National Grid Electricity Distribution ple (formerly Western Power Distribution ple)



Corporate governance statement
For the year ended 31 March 2023

Tor the year ended 31 March 2023, under The Companies (Miscellancous Reperting) Regulations 2018, National Grid Electricity
Distribution Ple has adopied the Wates Corporate Governance Principles for Large Private Companies.

The principles below have been applied throughout the year ended 31 March 2023,

Purpose and leadership

Our purpese is 10 Bring Energy o Life. As described on page 5 of the Strategic report, we work within the purpose, vision, values and
strategy and of the National Grid Group to ensure we are well positioned to respond to changes in the operating environment. The Board
& rzspansitie Gy awersight of the Comoroy s stratesy and fes comsdersd 1 devseionmentt Jumng the repecting semod,

Qur purposg, vision and values are the fundamentals of our business, they are what motivate us and drive how we behave to deliver our
purpese in the rapidly changing energy sector.

At National Grid Electricity Distribution we care about all of cur stakeholders. This is a fundamental atrribute that allows us to fulfil and
deliver our purpose 10 meet the needs and cxpectations of our stakeholders. We do this by listening and taking decisive action on what
our stakeholders tell us.

Our purpose, vision and values arc constantly reinforced to the workforce through varicus internal communications such as roadshow
presentations from the President, our in-house magazinc. regular intranet news updates, direct emails from the President and other
executive directors of the Group and from the Chief Executive of National Grid Group. The Board iz confident that they have,
throughout the organisation articulated that we are a purpose-led Group.

Each year, the President conducts roadshows throughout the Group. In addition, the President visits smalier workforce groups to
monitor the alignment of the workforee culturc with the Jmane s purpose. The other direciors also actively engage with the workforce
through informal and formal methods. This direct engagement enables the Board to get invaluable insights into the culture of the Group
and its alignment to our core values. Our senior leadership conferences. presented by the President and other executive directors to the
senior management, support open dialogue between the executives and the senior management tcam. This is an effective way of
strengthening the feedback from senior managers and cascading key messages by the excoutive directors throughout the organisation
and ensuring all colleagues can contribute to delivering the Group's purpose.

To support this, the directors have introduced a peer 10 peer recognition campaign 'Living our Values'. This campaign helps us celebrate
colleagucs from across our business at all levels, for actions big and small, that showease the positive Impact of our values in action.

Qur lcadership is driving the transformation in the energy seclor. moving towards a smart. low carbon network to enable our
communities 16 reach net vero, by connecting their renewable generation, electric vehicles and heat pumps. We are in a strong position
to do this being part of the National Grid Group, ihe largest clectricity transnission and distribution business in the UK, giving us a
great platforny to play our role in the furure. The proactive involvermnent of the Board and the Company as a whole with our
stakeholders. under the Boards leadership is detailed in the 'stakeholder relationships and engagement’ section on pages 37-39.

Board composition

Balance and diversity

Reinforcing its commitment to sound corporate governance, the Board has continued to strengthen and develep both its composition and
governance framework, implementing. as applicable, many of the best practice govemance principles in opevation at the National Grid
pic level. At the year end. the Board consisted of three execulive directors and two Group-gppointed non-exeeutive directors. The non-
executive divectors arc part of the senior management team of the NGLED Group shareholder. National Grid. who berween them provide
a broad and diverse range of experience and technical skills from both within and external 1o the urganisation. from the energy sector
and external bodizs, The size of the Board is aligned to the organisational structure of the Group with each executive director
responsible for the oversight of its relevant arca under the overall lcadership of the President within the Group siructure.

The designation of th: executive director roles are the President. Operations Dircctor. and Regulation & Corporate Directar. All the
exscutive directors are experienced in their respective roles and responsibilities.

(versight responsibilities lie with the Group-appointed non-executive directors. The Group-appointed non-executive directors fulfil
their responsibility in offering constructive challenge by regularly attending the board meetings of the Company. Qutside of formal
meetings, the non-executive directors are provided with timely information and given access to relevant updates, including invitations to
meetings. where they are encouraged 1o offer constructive feedback

L2
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Corporate governance statement (continued)
For the year ended 31 March 2023

Board composition (continued)

Balance and diversity (continued}

The Group-appeinted non-executive directors possess the necessary skills and experience of the utility sector and wider business sectors
te provide oversight of the Curnpany. To [ulli! their duties, they have access to the Company Secretary and to legal advisors funded by
the NGED Group. As with all Board members, the Group-appointed non-sxecutive directors have the authority to request Board
meetings.

As at 31 March 2023, the ralio of female directors on the board is 60%. Following the appointment of a female President for the NGED
Group from 1 Aprtil 2023, the rgtio increased to 80%. The Hampton-Alexander review, an independent voluntary and busingss-led
initiative supported by the Government to increase the representation of women in scnior leadership positions and on Boards, st a target
of 33% women representation on FTSE 350 Boards and FTSE 350 senior leadership teams. Although the Company is not required to
do so it has exceeded this target.

A detailed prefile of cur Board can be found on our wehsite at the lnk below:

All directors have cqual voting rights when making Board decisions. with the Chair of the meeting having a casting vole.

Chair

There is no permanent appointment of the Board s Chair, however, it is usual practice for the President to be appointed the Chair at each
Board Meeling. The President is the President of Electricity Distribution within the National Grid Group management organisation and
as such has extensive engagement with the shareholder. Through this engagement, the role is well placed to identify and facilitate the
views of the ullimate shareholder. The Board helieves this is a valuable part of the overall corporate governance framework which is
appropriate for a subsidiary company that is part of a larger group and provides greater benefits than separaling the roles of the Chair
and President.

Appointmenis

The President of NGED is appointed by the Group shareholder, National Grid. The appointment of the President and the other directors
follows the National Grid policy on the ~Aspememest of Direciors of Subsidiary Companies #meszdurs” (the ~Aspomtiesrs
Powedires . This i to cnsure that appointments and changes to the composition of the boards of directors of subsidiary companics
within the National Grid Group are fully evaluated in a consistent manner thal can be reviswed for compliance with statutory
requirements. 1t also ensures an appropriate level of representation and the previsien of the right skills and cxperience on relevant
company boards.

Other execulive directors and Group-appoinied non-executive director nominations and appointments are recommended and approved
with the support of the President in line with the Appointments Procedure. The process followed for the nomination of these dirzctors
involves the consideration of the relevant skills, expertise, experience, professional background and various other personal attributes.
The People & Govemance Committee of the parent, National Grid is responsible for succession planning within NGED.

Newly appointed directors undertake an induction programme which is tailored to their specific needs.

The Board ensures their knowledge is current and relevant through a variaty of means such as attending training programmes and
appropriale industry conferznces, holding membcrships of relsvant institutes. completing technical waining updates and attending
meetings with various industry participants e.g. regulators and investors, The exccutive directors adopt a hands on leadership style and
regularly meet with their management teams te ensure that they are updated on the latest business developments and bave immediate
access to the current information,

Directors’ responsibilities

Accountability and discharge of responsibiliiies

The Board maintains a schedule of matiers specifically reserved for iis consideration and decision. This is alignad, as appropriate, to that
ol the National Grid ple board with additional responsibilities as required by licence obligattons. There are well-defined policies, as
approved by the Doard, clearly establishing the overall duties and liabilities of the directars, the areas of responsibility and
accountability for each director and the process for delegation of authority. Policies have been established that define the framework
within which we expect managers and the workforce to operate. These puliciss represent onc of the means through which decisions on
stakeholder interests are enacted and there is a rohust process in place for the regular review and update of pelicies and processes to
ensure they remain relevant and fit for purpoese.

To support the Board, there is a Finance sub-committge of the Board. to which the Board delegates defined duties under Terms of
Reference and within a framework of the National Grid ple Delegation of Authority “Zw:270 Further detail on the work of the sub-
commitizes can be found below.
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Corporate governance statement {continued)
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Directors' responsibilities (continued)

Accountability and discharge of responsibilities {confinued)

There are four principal Doard meetings scheduled each year. The Board meetings are generally scheduled and communicated well in
advance to provide all directors with sufficient notice to attend the meetings. The matters o be considered throughout the annual board
meeting schedule fulfil the Bowrd 3 responsibilitics in line with its statutory duties, licence obligations and its marters reserved for the
Board.

1f the need arises, the directors can call additional meetings at any time. organised through the Company Secretary. The Board receives
and is updated on all key and important business information by the executive directors at the Board meetings.

Overall operational responsibility of the NGED Group lics with the President. The President futhls this responsibility in conjunction
with and through oversight of the other executive directors and senior leadership. Until December 2022, regular formal meetingg, known
as the Executive Counci!, consisting of the President, Chief Financial Officer, Operations Directors, Regulation & Corporate Director,
Director of Distribution Syslem Operator and Director of SHE, Training and Engineering Policy, were conducted. From January 2023,
this has been replaced with the President's Scnior i.eadership Group meelings. Senior Leadership Group meetings have a wider
participation than the Exccutive Council and also include the Chief People Officer, Electricity Distribution Transformation Lead and
Chief Information Officer. These meetings acts ag a forum for the discussion of business performance, strategic considerations and
identification of matters to be considered by the Board. Other senior management may attend the meetings for the purpose of providing
updates to the directors. Any key items are circulated and communicated to the Board in a timely manner,

The executive directors are responsible for the organisational performance of their directorate and are uccountable to the President and
the Board. Executive directors regularly meet with their respective senior lcadership teams to discuss matiers impacting the Groap. KP1
monitoring is delegated to the senior managers who report directly to their respective executive director. in order 1o operate efficiently
and to give the right level of attention and consideration to relevant matters, while maintaining complete oversight of their arca of
accountability, the executive directors empower senior management to take operational decisions, apply their knowledge and utilise their
industry experience in the daily management of the business.

‘I'he directors are conscious of the changing reporting and governance landscape and are committed to fulfilling their responsibilities
cffectively by ensuring that their skills and knowledge are refreshed and updmed regularly. There is an established code of ethics policy
of the Group which iz adhered to by all the workforce including the exceutive divectors.

‘I'he executive directors understand the imporlance of leading with integrity. Group pelicy sets out potential conflicts of interest and at
each Board meeting the directors disclose any potential conflicts of interest 1n any of the Group lransactions or arrangewents. In
addition the Company Secretary administers an annual process, whereby the directors disclose any interesis in related parties or any
related party transactions.

Copmitices

The Board has cstablished a Finance Commitiee of the Board during the year. The Finance sub-commitiee is responsible for setting
policy and grants authority for financing decisions. credit exposure. hedging and foraign exchange transactions, guarantees and
indemnities, ali subject to the risk appetite of the Board. 1t also approves other treasury. taxation and pension funding matters. as well as
having responsibility for the govermance of the Cempas s pension schemes and the Carmugme: § nsurance strategies. and if appropriate,
recommends these to the Board.

Membership of the sub-committce comprises the Chiefl Financial Officer and Group Traasurer and Director of Pensions of Natinnal Grid
plc. The sub-commitiec intarfaces with the Finance Committez of National Grid ple and the Board. During the vear. the Finance sub-
commiities mat three times.

[ach Board meceting considers a separate agenda item on the work of the Finance sub-commitice. The Mational Grid ple Group
Treasurer and Director of Pensions reports to the Board on the financing activities. taxation, financial costs and Habilitics of the pension
schemes at Board meetings.

In addition, the DNO heards also have a Corporale Governance Committec.

The Board and its sub-commitiees are supported by the Company Seeretary who is available w all Board and commitree members 1o
provide guidance as required on all governance matters

NGED doces not have an Audit & Risk Committee. Nominations Comnuoftes or Remuneration Committes as these functions arg provided
by National Grid ple - sze the Annval Report and Accounts of Netional Grid ple (pagz 69) for information about the National Grid
Group Audit Committee, People & Governange Committee (which covers the responsibilities of o typical MNominations Committee) and
the Remuneration Committee.
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Directors' responsibilities (continued)

Integrity of information

Al the quarterly Board meetings, the Board receives information on all key aspects of the business including salety, envitonmental
matters, risks (including cvber security threat) and epportunitics, financial performance, strategic and regulatory matters, operational
matiers, market conditions. changes in the political landscapc and updates on relevant technological developments. Board information is
prepared by a centralised team and is subject to detailed review procedures at various levels of senior management prior to submission
o the Board.

Key financial information is taken from the our financial systems. Our finance leam is appropriately gualified to ensure the integrity of
this information and necessary training is provided to keep them up to date with statutory, regulatory and financial reporting
requirements. NGED continues to operate a Sarbanes-Oxley ("the Act”) compliance programme that is aligned to the needs of the parent
company. In accordance with the requirements of the Act, our management team undertzkes an annual assessment of internal controls
over financial reporting. This includes ensuring all key financial processes have been documented with specific details on the controls in
place. Key controls aver financial reporting arc periodically reviewed and tested by National Grid's corporate audit team.

Key regulatory information is prepared annually for submission to the regulator, Ofgem. We have extensive internal data assurance and
governance procedures and established policies lor ensuring data integrity in respect of information submitted. Data is compiled from
source systems that have appropriate validation checks and is prepared. roviewed and approved by MGEDN 3 experienced, senior

management persennel.

KPi information is available to management via the use of dashboards. This system interfaces directly with source systems and data. and
was implemented follewing extensive testing procedures on data accuracy.

The Rosrs 2 review ol the information in relation to various areas of the business allows the directors 1o assess that systems, processcs
and procedures continue to operate effectively and assists in identifying and strengthening governance arrangements.

Opportunity and risk

Opportunify
We strive to create and preserve value over the long term hy consistently providing outstanding customer service at an efficient cost by
combining technical excellence and lanovation within a clear organisational structure. Within the parameters of operating within a
regulated environment. the Board idenlifics and evaluales relevant epportunities to create long term wvalue for the Group and its
stakeholders.

The energy sector is undergoing a significant and exciting period of change as the UK works towards a net zero carbon future. Net zero
cannot happen without us and the Board is fully aware of the fact that our leadership will dircetly impact the pace and efficiency with
which it is achieved. Recognising this responsibility, the directors have ensured that our RTIQ-ED2 business plan places us ar the heart
of this transition. The Board aversaw the development of 32D RIIO-ED2Z business plan and ensured the plan was constructed to
take full account of the UK Gewvartment i published plans to achisve net zoro Carbon Emissions by 2050. The directors ¢nsured that the
business plan was prepared with unprecedented levels of scrutiny and collaboration by engaging. divectly and indirectly through senior
maagement. in our largest ever stakeholder consullation process with a broad range of representatives.

M3E0 s skill and wide experience of adapting to change and invesling in innovation has demonstrated our ability to adopt new
technologies to create an cver more cost-effective electricity network, With final determination of the RIIQ-ED2 business plan requiring
significant cfficiency challenges from the IDNOs, the Board is focused on ensuring that we continue to make full use of and further
develop our existing experience and expertise in innovation and flexibility services, as we provide consumers with the netwaork strength
to cope with a rangs of increased new demand and accommeodate increased input from grecen power generation. The directors are
focused on utilising digitalised solutions across our operations and aim to instil 2 culturs thal maximises every opportunity to work
smarter for our customers For details of achievements in the current year in areas of decentralisation and digitalisation refer to pages 19-
20 of the Strategic report,

To enablc stakeholders to achieve net ero, bur business plan for 2023 to 2028 oullines how we will create a smari, flexsble energy grid
and facilitate the mass connection of LCTs including electric vehicle charging points, heat pumps and mere locally sourced renewahle
generation. Many of these LCTs will be connccted at lower voltages making it vital o ensure that there is sufficient capacity for the
LCTs {0 connect. NGED will proactively identify parts of the nelwork that are heavily loaded and provide more capacity. We will use
smart meter dala, increased amounis of nctwork menitoring and enhanced analysis to identify where network reinforcement is required.
We will also look at ways in which the L.CT loads can be managed to muake greatest use of existing network capacity which may involve
steps including contiotling when EV's are charged. Together these proaclive actions will enable more LCTs to connect overall, in shorter
timescales and at fower cost than 1f conventional reinforcement was required.

Lt
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Opportunity and risk (continued)

Opportunity (continued)

The Board is invested in ensuring that our own commitment to sustainability includes leading by example and reducing our own
Business Carbon Footprint to net zero by 2043 in line with our verified 1.5°C Science Based Target. This will be delivered by reducing
the amount of waste we send to landfill, adopting elcctric vehicles across our transport fleet to reduce emissions, significantly reducing
barmful gas and oil leaks from our equipment and ensuring we aclually enhance the local environment by delivering a net gain in
biodiversity for new major projects and at selected primary substations. Based on feedback from our stakeholders, small scale UK based
offsetting will alse be used. Our intention for RIIO-ED2 is to develop a broad portfolio of UK based offsetting including habitat
creation, for example trec planting, peatland and sea grass restoration, as well as local community based offsetting schemes such as solar
for schools. All of our offsetting schemes will be UK based within our licence areas and thercfore bring direct and tangible benefit to
our customers and the communities which we serve.

In the narmen’ s move to decarbonisation, the directors are determined to achieve a sustainable energy futurc by delivering a dynamic,
innovative and high functioning energy grid that stands ready to serve many generations to come.

Risk

The NGED Board is responsible for the oversight of risk management and internal controls across the NGEIDY group. The responsibihity
for the risk managemecnt framework and internal controls cascades from the President and the executive directors to senior management
teams responsible for risk assessment and the implementation of appropriate mitigation. Managers arc responsible for the identification
of risks and the deployment of appropriate controls within their areas of responsibility. Policies are established, reviewed reguiarly and
made available on the Group intranet to assist the managers with establishing an appropriate control environment. We consider the
involvement of qualified and competent employees with the appropriate level of experilise throughout the business a key factor for
implementing an effective internal contro! cnvironment,

Risk management 15 embedded into the organisational structure, with specialist teams cstablished to manage certain key risk areas.
Specifically, we have long established teams reporting to senior managers responsible for health and safety, regulatory compliance,
cmployee relations, cyber security, financial reporting and legal compliance. During the year, NGED started a change process to align its
risk framework to the National Grid Group risk management framework with the support of a Head of Risk and Compliance secondee
Ao e Nacana Grd
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NGED's principal risks were reviewed and revised to align better to the threc lines of defence modcl adopted by the National Grid Group
and its risk management framework in terms of business risk objectives, taxonomy, common risk language and scoring scales, By the
year end. NGED had established a revised sct ol principal risks, mitigating conirols and an assurance pian aligned to the parent
sromgay '3 risk managemont [ramework. Consideration of principal and emerging risks angd related decisions are undertaken by the
Fxccutive Council Senior Leadership Group meetings. Monthly reporting to the Exccutive Council Senior Leadership Group meetings
of the principal risks under development for NGRD has been made throughout the year. The Executive Council Senior Leadership
Group exercises suitable judgement as to any control decisions that mevit Board attention. BEmerging and principal risks are regularly
reported to the Board facilitating the oversight ol the nsk management process of die Group. Pages 24 to 26 of the Strategic report
cutline the key risks and the related mitigating actions for the Company.

Remuneration
The remuncration of executlive directors, including the rote of President and ol the Group-appointsd non-executive dirgclors is
determined by the ultimate parent company, National Grid ple. Elements of direetors’ remuneration and further information on this is

rrlgtie Tom Nanona, Ond wakin the Ranneerznen Remert o Nvatenad Gr'd o’z Aanuad Reoe and 2asminns an pages ¥-1.04

The pay of the majority of N "3 wider workforce is negotiated and agreed upon with the recognised irade unions, with the aim to
ensure that the terms and conditions are aligned to current industry practices and benchimarked against appropriate energy and
comparator groups.
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Corporate governance stalement (continued)
For the year ended 31 March 2023

Stakeholder refations and engagement
The Board befieves that the overall success of the business s dependent upon the way wo work with our stakeholders and is fully
STl N Denering eEonive aubeheider miatonshion et arx dgres ot Grong’s gursmese aud wsion

Our key stakeholders are customers, other network users, the workforce, regulators, suppliers and our sharcholder. The Board actively
promotes engagement and transparency with all these stakeholder groups and the execulive directors ensure that a fair and balanced
view of the (w=ug ¢ position iz communicated to the relevant stakeholders. This is evident from the stakeholder engagement that is
conducted for all our key Initigtives and business commilments, recently, the most sipnificant being the stakcholder engagement
conducted in producing our RITO-ED2 business plan before final submission to Ofgem on 1 December 2021, Using a co-creation
approach, we developed the Business Plan from a blank shect of paper, ensuring it is prepared with our customers, for our customers
and contains ambitious, impactful commitrents. For further details on our stakeholder engagement in relation to the RI1O-ED2 business
plan, refer to our detailed business plan document which details how we built our plan with our stakeholders:

Details of engagement with each of our key stakeholder are as follows:

Customers
The Board strives 1o deliver the class-leading service our custorners expect and is keen on continuing to support all our customers
including our vulnerahle customarz. Some of the key cuslomer engagement during the year is highlighted as below:

Our established customer panel meets quarlerly and expert members represent a wide range of customers and key stakeholder groups.
The panel is attended by the President and other directors and through the panel they seek honest and challenging custorer views about
the way we operate and our future plans. This level of engagement plays an intportant role in helping NGED achigve its purpose of
delivering good vatue and quality scrvice for its customers. This year the pancl continued to run topic-specific surgeries between
meelings, for example on social obligations and connactions.

Stakeholder workshops and everts

Annually NGED hosts an array of workshops. events, webinars and surgeries (o understand the needs of its stakeholders so that they are
atigned with the strategic priorities of the group. These are attended by the directors and senior management, with all key information
led back to the Senjor Leadership Group and the Board to ensure there is informed decision making.

In September and Jotober 2022, NGED hosted six workshops across the region, focused on pemr s draft determinations for the RIO-
ED2 Business Plan. The workshops were designad 1o seck focdback from stakeheolders on our commitments relating to a smart and
flexible network, connections, communily energy, innovation, environment and sustainability, custemers in vulnerable situations, Social
Contract, customer service, nelwork resilence, safety, 1T and cyber and worlkforce resilience.

In addition to the RIIO-ED2 workshops, many other opic-specific events were held for those interested in connections, low carbon
technologies, community energy and local investment plans. To address the challenges of engaging with end customers. who ofien have
little prior knowledge of NGED, we adopted an innovative 1ailored approach by devcloping customer knowledge over a prolonged
period of research exercises and deliberative discussions. Customers have undergone a programume of research and focus groups over a
number of years. enriching their understanding and ability to olter informed scrutiny of our plans,

All these events and workshops welcomed stakeholders from a range of different backgrounds including domestic, business. local
authorities, developers, cnvironmental, energy. utility, regulatory government and voluntary sectors. In total, during the year. we engaped
with over 42,000 (2021.22: 44,000) stakeholders via a range of methods and delivered 308 (2021.22; 384) improvement actions based
on feedback received.

eI ey T ansired SRS IR | T i
The ("CCSG") is held three times a year to help inform and guide our stratogic ebjectives and future plans for connections services. The
(CC5G is chaired by one of our directors and is attended by connection stakehelders represanting a cross-section of sectors. The CCSG
covers 4 broad range of connections related topics and previously fed into the development of our Incentive Connactions Lngagement

{"ICE") plan for Ofgem's RIIO-ED1 incentive. Going lorward CCSG will now feed into our Major Connections Strategy for RHO-ED2.
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Stakebolder relations and engagement (continued)
Customers (continned)

Customer ergagemert group ("CEG"

As part of RILO-ED2's enhanced engagement, a Customer Engagement Group ("CEG") was esiablished 1o scrutinise our business plan.
NGED foilowed a robust, independent and transparent process to appoint all 14 members of the CEG. The CEG provided independent
challenge to our business plan and reflected the nceds and prefercnces of existing and future consumers, with a focus on affordability,
the protection of vulnerable consumers. the environment, sustainability and the transition to a low carbon energy system. NGED has
continued to retain five members on the CEG panel, as the RI10-ED2 Monitoring Group to continue their oversight, remaining focussed
on delivery of the RTTO-ED?2 Business Plan.

Custemer gwdreness campalen

Arnnually, NGED delivers an annual customer awareness campaign to customers. reminding them of who we are, what we do, how to
contact us and offering useful advice on preparing for power cute and joining the Priority Services Register «"PSR™ In the current year,
we coincided our campaign with the rebrand of the Group, following acquisition by Nationa! Grid. This involved delivering leaflets to
all homes and businesses in our operating region informing them of the change from Western Power Distribution to National Grid along
with useful contact and power cut information. The campaign aiso included social media promotion. Over the winter period, NGED aiso
delivered a further campaign centring specifically on being prepared in case of power cuts, with potential of outages heightensd by
adverse seasonal weather conditions. The campaign included a preparation checklist, with links to our online power cut map and signing
up to the PSR, with advertising covering print media, social media and buses io extend its reach.

The fivawors commitment and, in turn, that of senior management and the wider workforce, to being proactive in customer engagement
is evident from the external assessment of customer service and engagement under the CSE Standard and BSi Standard for Inclusive
Service Pravision (BS18477). For CSE, NGED is the oniy company to have held the accreditation for 30 consecutive years and has
achieved an impressive total ol 47 out of 57 " Jomesitwace Pus ratings. NGED was also the first DNO group 1o achieve the BS1 and has
achicved 10 years of full compliance, the longest period for any company in UK. Far from providing just validation, accreditations such
as the CSE Standard and tha BS! Standard continue to drive improvements for our customers. They allow our strategics and processes (o
obtain critical external evaluation and ensure we receive recommendations for further improvement. This helps us to drive our standards
cven higher and continuously improve our customer service.

The workforce

The directars recognisc and acknowledge how critical our workforce is to our business performance and (6 achieving our vision to be at
the heart of a clean, fair and affordable energy future. The directors are keen to understand how the workforee fee! and how best we can
support and develop thent to ensure a happy and healthy workforce. The annual Gridivoice engagement survey provides insights into
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The resulis of the survey were presenied to the Board and the feedback resulled ina 37 point action plan. The action plan is published
o our intranat showing our progress against each of the 37 actions. Since publication of the action plan i summer 2022, 24 actions
have now been completed, with many others being continuous areas of improvement.

The President accompanied by the Regulation & Caorporaic Director conducted 49 face-to-face roadshow cvents open to all colleagues
across our four regions, setling out our future s a business and inviting all colleagues to have the chance to ask questions personally.
The roadshows provided an update on key events. performance to date, our integration with Natienal Grid and also provided visibility of
our strategic priovities in action whilst emphasising the vital role of the worldoree in achieving those priorities.

In addition 1o the

adshows, senior lcadership confersnces conducied by the executive divectors and our internal communications
through cur tzam briefs. oo exgner webinars and podceasts, in-house magazine, news bulleting and direct email updates from the
cxecutive dirgotors, have all been used during the year to conduct meaningfu! engagement with the warkforce. Through these
communications. the workforce have been kept informed about key business updates and changes such as RIO-ED2 and our integration
with the wider Nautonal Grid Group. In ensuring that the inlegration to National Grid is smooth for our workforee, the directors
launched Project Connect to share our purpose, vision, values and strategic priorities as we continued to integrate with National Grid.
This also included information on how the wider group is erganised and various other areas to help the workforce familiarise themselves
with the National Grid Group.
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Stakeholder relations and engagement (continued)

Regulators
The exccutive directors are actively mvolved in ensuring open and transparent comimunication with industry regulators, most notably

-~ o

Orgerm g Jle Heaith and Sadery Executive 28

The directors regularly engage Ofgem with the overzll aim of developing a regulatory price control framework that contains the right
balance of customer focused outputs and economic incentives, which help to deliver the Guoverament' s energy objectives and de-
carbonisation targets. All key communications and engagements with Ofgem are discusscd at Board mectings.

D s Director of SHE, Training and Engineering Policy is the chair of the National Health & Safety Commities ™HZESA0 (of
whicli the HSE iy a member), and aitends the committee meetings. NGED aligns ils inlernal safety campaigns to support HSE initiatives
and their curtent * Waring Minds' campaign, as well as actively participating in the National HESAC led ~#rwerng Prprovement’
programme Wwhich is also supperted by the HSE and Trade Uniens. The President is also a director of the ENA and a member of the

[l vty
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Annually the members of the senior leadership and management team attend the National SHE conference run by the ENA.

Suppliers for our goods and services

Defincd policies are in place for procurement of goods and seiviwes and associated supply chain management and engagement. We have
a dedicated procurcment team that assists with cngagement with suppliers. The Operations Direcior has oversight responsibility for
logistics, including the supply chain function. The Operations Director is supported by the NGED Logistics Manager and the ullimate
parent, Nationa] Grid's UK Procurement Director. Key issues related to supply chain matters are reporied and discussed at the Senior
Leadership Group meetings.

We carry out payment performance reporting for suppliers. We are fair to our suppliers and committed te paying them promptly; on
average. On average we pay our suppliers in 18 days (2021:22: 17 days). Further details on payment performance for suppliers by
NGED Companies can be found at the UK Government website at the link betow:

P ST O LT EL e T T EPRtr

Shareholder

The Board actively engages with our single shareholder, National Grid, on all key matters. As stated above, the Group-appointed non-
executive board members of the Company are members of the National Grid ple serior management team. National Jrid's executive
dircctors and senior management has regular contact and dialogue with “w3&0 s executive directors and senior management and all key
information is fed back to the National Grid ple Board on a timely basis. There is a suite of financial management and regulatory
reporting presented to National Grid on established timelines and regular financial and regulatory update meetings are conducted with
National 3@ s management team to provide updales on any key accounting, business. and legal issues. Additionally, as part of the
National Grid Group plan, MDD & financial plan is presented to the National Grid ple Board for detailed review and approval on an
annual basis. Any senior leadership cvents at National Grid are attended by the NGED President and other executive board members.
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Section 172 Statement
For the year ended 31 March 2023

The Board ensures that the directors have acted both individually and collectively in a way that they consider, in good faith, would be
maost likely to promole the success of the Company for the benefit of its members as a whole with regard to all its stakeholders and to the
matters set out in paragraphs (a) to (f) of section 172, Details on this are sel oul below:

The likely consequence of any decision in the long term

Our lang term success is intrinsically linked to our vision of a clean, fair and affordable energy [uture. We will achieve our vision by
focusing on our four strategic priorities; enable energy transition for ali, deliver for our customers efficiently, grow our erganisational
capability and empower our people for great performance. These strategic priorities clearly reflect that the Board is focused on
promoting the success of the business by ensuring that NGEI) makes the provision of exceptional service to our customers and the
communities we serve an absolute priorily, at the samie time ensuring that we support their environmentai and social well-being,

The four strategic priorities form the basis of all the Baurd s key decisions and these are monilored by the Board through established
KPls as detailed in the Strategic report on pages 8-13.

The Board recognises its responsibilities to each of National (rid s stakeholder groups and to wider society. The dircctors endeavour to
ascertain ths interests and vicws of our stakeholders and consider these when taking decisions. The Board strives io balance the different
priorities and interests of our stakcholders in a way compatible with the long-term, sustainabie success of the business and which
maintains a standard of business conduct aligned to our values and purpose.

Most engagement with key stakeholders is carried out by management teams and takes place at business fevel and the divectors engage
directly with stakeholders where possible. Reporting mechanisms are in place to collale feedback and developments from such
engagement and enable a flow of this information 1o the Board to inform decision making. By receiving regular updates on business
pregrammes and objectives, the Board monitors that management is acting in accordance with the agreed purpose, vision and values.
Processes are in place to ensure that the Board receives all relevant business information to enable it to monitor perfonnance in support

2olte T3 Gng-leTm BICERSE,

The Beard has aversight responsibility for risk managenient across the NGED Group. For the purposes ol business resilicnce, the Board
satisfies itzeif that there is an appropriate risk management approach and that reasonable mitigations arc in place for the key risks of the
Group For detaifs on the Group's risk management approach refer to page 24 of Strategic report and page 36 of the Code of corporate
governance slatemeant

The interests of our colleagues
Our warkforce are critical to our succe

‘The divectors understand how important our employees and the wider workforee are 1o the
long-term suceess of the business and arc committed to keeping them motivated and fuliy involved in all aspects of the business.

At NGED we work collaboratively with cur trade union celleagues to provide a warking environment that allows gur colleagues to
develop. be motivated to succeed. and progress within a teant structired organization where an empowered workforee can and do have
the opportunity o flourish. Our aim is to provide a fair and balanced reward framework that is competitive within the market. It is
underpinned by our sirategic priovily of “smwowertg our sadeagues’ The directors are koen for employees 1o be able to share in our
success and therefore schemnes such as annual Sharesave plan and Share [ncentive Schemes exist for employees to participate in.

Pages 2829 in the Strategic report provide Nurther details on how the directors continually take measures to promote the interest of the
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The Board believes that the overall success of the business is dependent upon the way we work with our stakeholders and is fully
comniitted to fhstering effective stakeholder refatinnships that are aligned w the 2’2 purpose and strategic priorities. Details of this
can be found on pages 37-39 of our Corporate governance statement

T ioapact of the Campany’ ¢ aperarings an e cummuaity and the envivsnment

The service we provide is critical to our communities and impacts the businesses and homes we seérve on a daily basis. The directors
belicve that working closely with our communities is important in creating shared value for the business. the people we serve and the
communities we operate in. Benchmarking has been conducted to establish best practice regarding Environmental, Social and
Governance “"ESTTT with NTED s prime FSG rafing demonstrating our best in class performance. This rating by the Institutional
Shareho!der Services ("1SS") is only given to companies with ap ESG performance above the ambitious threshoid for the sector st by
ISS. The rating places us significantly above the majority of 15S-rated Gas and Electricity Netwaork Operators and reflects the Baard
commitment to incorporaiing sustainability and wider environmenral and social consi
our work to keep the power flowing and 1© meetl the encrgy challenges of the future.

arjons into our decizion making, as we carry out
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Section 172 Statement (continued)
For the year ended 31 March 2023

The mmpas of the Coantgony” s eperations on the crmmpairy od the enviranment (continued)
Pages 27-30 in the Strategic repart set oul our commitment to being a responsible business and the actions we have taken during the
vear in relation to our conumunity and environment.

Page 17 of the Strategic report se1s out actions taken by us tu selation Lo fairness and affordabihty.

We face exciling challenges as the UK works towards achieving the Tenveruzent's de-carbonisation targer of net zero carbon emissions
by 2050. We have long recognised the role that the electricity sector plays in contributing (o the UK 3 ambitions towards carbon
reduction. Page 18 sets out how we have responded to net vero developments within our business environnient.

The desirability of the Company maintaining a reputation for high standards of business conduct

The Board is commiitted (o the National Grid values of “Zi the right Zrme’. Znd a better wan” and 'make it happen’, providing a
framework for reporting business conduct matiers, educating employees and promoting a culture of integrity at all levels of the busincss.
The Board aspire to develop a culture where the management and workforce are motivated for success which is aligned to iis
sharcholder expectations by creating long term value and at the same timce maintaining ils commitment to satisfying customer needs. The
Board also aim for the Group to bc a valued member of the community, which includes acting as a responsible steward of the
environment. We conduet our business in a responsible manner, considering the needs of the present and future generations. We are
commilled to being an exemplary corporate citizen, seeking to improve the quality of life in the communities in which we do business.
The Board ensures that {he purpose, vision, values and the strategic priorities of the Group support this. Our engagement with all
stakeholder groups reflects hat tis i is embedded across the busimess and impacls the decisions taken throughout the organisation.
Our employze Grid:voice survey is an example of one such engagement. The survey helps us understand the thoughts of our celleagues,
not only on matiers impacting our workforce, but also on our strategic priorities and how they feel we arc showing up for our customers,
This helps us cnsure that we continue 1o build on what works well and improve in areas where we can do better. The aim of the survey is
to continue making NGED a great placs 1o work, a greai experience for our customers and a greater leader for the encrgy transition.

Pages 27-30 in the Strategic repori set out cur commitment to being a responsible business.

The Board is committed 1o an inclusive. respectful and diversc workplace thal rewards performance. enables professional development
and encourages employee engagement. We value inclusiveness and diversily as essential components of our identity and long-term
success. Pages 28-29 in the Strategic report provides further details.

We strive hard to get things right first time but sometimes things can go wrong. When we receive complaints we treat them with urgency
and aim {o deal with them to the cusaomer' s full satisfaction as quickly as possible. We resolved 85% (2021 22: 849%) of complaints
within onc day, beating the RITO-ED1 target of 70%. We resolved 99% (2021.22: 98%) of complaints within 31 days and there have
been no repeat complaints across any of our licence arcas.

WaZED 8 workforee have access to the National Grid's infernal eibics helpline at all times. The contact information is publicised 1w all
collcagues so that concerns can be reported anonymously. We will support and protzct whistle blowers.

Our dedication to conducting our business to the highest standards is also demonstrated by the emiphasis placed by the directors on the
safety environment within the organisation. Safety and training videos are available to the workforce to view and a programme of
bulleting is provided on screens in offices to keep staff aware of key safety information. In support of an annual safery action plan,
monthly colleague communications focussed on health and safety topics is provided. Safety conferences and presentations are held each
year 10 ensure that a safe working environment is a key priorily throughout the organisation. There 1s a diligent system for reporting near
misses and imcidents to avoid future recurrences. Safety is a crucial KPI for the Board that is monitored stringently and the Board is
locused on developing & Mair culture of accountability as opposed to a “seroswed culture of 2iame  when an accident happens. Page 28
of the Strategic report sets owt further details in relation o focus of the directors on the health and salety of employees.

The need to act fairly hetween members of the Company

The Corepar ¢ ultimate sharcholder is National Grid. The Beard has developed a robust corporate governance frameworl which allows
the directors to understand the views of the shareholder. This allows the directors to both effeclively and eonstructively engage with and
report to the sharcholder,

National Grid Electricily Distribution pie (formerly Western Power Distribution ple) 41



Directors' repart
For the year ended 31 March 2023

The directors present their annual report on the affairs of the NGED group, together with financial statements and auditor's report, for
the year ended 31 March 2023,

Resulis and dividends
The NGED Group reperts a profit for the financial year of £536.2m (2022: £373.3m). Profit before tax is £681.4m (2022: £746.9m).

The NGED Group also reports other comprehensive loss, which was posted directly to capital and reserves, of £644.2m (2022: £743.9m
profit). This primarily relates to the defined benefit pension plan remeasurement, net of tax.

Dividends of £0.2m (2022: £1401.2m) have been paid during the year. No dividend has becn paid subsequent to the ycar end. All
dividend payments are made out of the distributable reserves of the Company.

In considering capital distributions, the Board is mindful of stmesholders’ views and takes account of our latest financial position, the
long-term sustainability for the NGED Group in addition fo the allowed rate of return and any incentive rewards received. In its
capacity of providing oversight for the operationa! performance of the business, the Board also takes account of the prevailing
performance against customer performance targets, other RIIO-£01 output commitments and future requirements such ag DSO, to
assess investment requivements,

As part of the regulatory process, Ofgem sets the allowed rate of return within each price control period: Ofgem set NGED's cost of
equity at 6.4% (9.6% when normalised (or a long-run inflation rate of 3%6) for RINO-ED1. Asg is evident from the levels of our annual
capital expenditure (se2 page |5 ol the Strategic report), we reinvest in excess of our profits back into the network to ensure an efficient,
reliable and environmentally sustainabie nctwork. The Board ensures that it understands and takes account of thc views of our
shareholder in order 1o preserve positive investor relations. The Board acts in the shurgheider’ s best interests by proposing an amount of
dividend in accordance with the financial parameters of our regulatory allowance whilst maintaining strong financial health metrics.

Political aftiliations, donations and expenditure
NGED is a politically neutral organisation and, during the year, made no political donaticns.

NGED does notengage in any lobbying uctivities with the Government. As part of the RTIO-ED2 busincss planning process, NGED has
cngaged wilh a wide range of stakeholders to seek their input on the business plan which has driven the outputs thal the Group has
commitiad to deliver. NGED is a member of the industry trade association, the ENA, which provides a swategic focus and channel of
communtcation for the industry.

Financial assistance from the Government

NGED has not eceived any financial assistance from the Government during the year. The Group can potentially zccess an additional
10% of iis Apprenticeship Levy payments in order to fund approved training programmes for apprentices; however, for the year ended
31 March 2023, the payments into the fund by the Group were in excess of (he funding the Group reclaimed.

Financial risk management objectives and policivs
NGED dogs not undertake transactions in financial derivalive suuments for speculative purposes, TFor Turther details of risks in
relation to treasury operations, sec the refer note 22 page 96.

Liguidity and going concern
The following credit facititics were in placc at 31 March 2023, in respect of which all conditions present had been met at thal date.

Letters of Unused

Expiration Capacity Borrowed credit issued capacity

daie £m £m £m £m

NGED South West - Syndicated Credit Facility May 2025 220.0 - - 220.0
NGILD East Midlands - Syndicated Credit Facility May 2025 250.0 - - 230.0
NGED Wesi Midlands - Syndicated Credit Facility May 2025 230.0 - - 250.0
NGED South Wales - Syndicated Credit Facility May 2025 125.0 - - 125.0
Bank overdraft 20.0 20.0
Uncommitted Credit Facilities 6.0 - 4.1 1.9
Total Credit Facilities §71.0 - 4.1 860.9

In addition to the above facilities, the NGEID Group alse has uncommitted two-way loan agreemants with its ultimate parent. National
Grid Ple, of which £367.9m is drawn as at 31 March 2023, The loan from the ultimate parent company is repayable on demand.
£146 0Om is also lent under that same facility 1o the parent and is recoverable on demand, On 3 April 2023, the above RCF faciliues of
the Group expiring in May 2025 wers cancclied and replaced with a new facility of £845m with a 3 year malurity expiring on 3 April
2028 The now facility had the same split betwzan the DNOs as the existing facilities above.
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Directors' report (confinued)
For the year ended 31 March 2023

Finaneial risk management objectives and policies (continued)

Liguidity and going concern (continued)
NGED Group debt balances, cash and shart term deposiis as at 31 March 2023 and 31 March 2022 are as follows:

External debt Cash and short term
{.ong-term (due alter 12 Short-term (due within deposits (excluding
months) 12 months) restricted cash)

2623 2022 2023 2022 20623 2622
£m Lm £m £m £m Em
NGED Snnth West 1,104 0 1 N53 AN 2371 119.6 1.7 38
NGED South Wales 776.6 763.8 76.0 0.1 (0.1) 13.8
NGED East Midlands 1,912.5 991.5 - 700.6 0.1 81.0
NGED West Midlands 1,485.5 1,480.1 38.6 58.2 0.5 1.2
Western Power Distribution plc 507.1 9946 709.2 476.6 0.1 0.2
Other subsidiaries 4.4 1.0 0.8 0.6 27.1 344
5,790.1 5,284.6 1,082.0 1,385.7 324 136.4

Short lerm deposits are considered corporate assets and can be accessed by any entity within the Group.

The Group has net current liabilities of £1,295.7m (2022 £1,589.0m). The Group's net current labilities will be settled with a
combination of cash flows fram operating activitics, use of existing facilitics and issuances of long-term debt. The Group can access
either short or leng term borrowings in order to finance repayment of the loan due within the next 12 months. The Group has credit
ratings above the investment grade and there is sufficient evidence, including historical analysis of the Zewng s ability o raise debt, to
indicate that the Group will be successfuily able to raise debt 1o finance repayments as needed. A letier of support has also been obtained
from a parent undertaking confirming that it will provide financial support to the Group for not less than 12 months from the date of
approval of the financial statements.

DINOs are essential in keeping critical infrastructure assets eperating safely and securely and in making sure that homes and businesses
across the country are receiving the encrpy needed. The work of the Group is crucial for the continuation of existing sssential services,
the establishment of new critical infrastructures and for keeping the public, including the most vulnerable in our society, safe. Due to the
licensed regulatory obligations of the business, the necessity of continued operations even in times of economic uncertainties and having
access to sufficient liguidity. the Group does not consider that there is material uncertainty over the sy 3 ability 1o continue as a

gOINg concermn.

The directors have considered the availability of Facilities as set out above, the relatively stable and regulated nature of the business, the
forecast long term business plan. the consistent credit ratings of NGED. the existing and future forecasted covenant compliance of the
Group, which includes the gearing ratio. the anticipated ability of the NGED Group to be able to raise additional long term debt in the
future and the ability of the parent undertaking to provide financial support. The directors have also assessed the principal risks
discussed in the Strategic report (pages 24 Lo 26) in arriving at the going concern assumption for the preparation of the financial

statements.

Thus, the DHrectors have concluded that the NGED Group has sufficient resources available to enable {t to continug in existence for the
foreszeable future and for a period of al least 12 months fram the date of signing the accounts and have therefore continued to adopt the

going concern basis in preparing the financial statemenis.

Corporate governance statement
The Group's Corporate governance stalement is detailed on pages 32 10 39.

Employce engagement statement

Details of the directors’ engagement during the year with employecs and consideration of employees' interests ¢an be found in the
Corporate governance statement on pages 38.
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Directors' report (continued)
For the year ended 31 March 2023

Business relationships statement

The CGroup's key business relations are with its customers, suppliers and regulators. Details of how the directors foster the Grug's
business relationships and have regard 1o their interests have been stated in our Strategic report, Corporate governance statement and
Section 172 stalement,

Customers
- Strategic report - see pages 9, 10, i1, 27 and 28;
- Corporate governance statement - see pages 37 and 38

Suppliers
- Corporate governance statement - see page 39.

Regulators
- Corporate governance statement - sec page 39.

Policy for disabled employees

Employees are selected and promoted according to their abilities and merits and to the requirements of the job. Applications for
employment by people with disabilities are fully considered and in the event of members of stalf becoming disabied every effort is made
to ensure that their employment with the Group continues by way of making adjustments to their role and’or working environment or
through retraining arranged as appropriate. It is the policy of the group that the wraining, carcer development and promotion of disabled
persons should, as far as possible, be identical to that of other employees.

For further details on our DE&I policies refer to pages 28-29 in the strategic report.

Strategic report

The following information required in the Directors' report has been included in the Strategic report:

- an indication of future developments in the business - see pages 21, 22 and 23;

- an indication of activitics of the Group [n the field of research and development - see pages 22 and 23:
- employee policies - sec pages 28 and 29.

Streamline energy and carbon reporting ((SECR’)

TLrl pRisd Ui ST E SRS AP S Azeney o prtor Saside 0 Tnet o roiwdieg s ase

o O o e per emploves
20623 2021 2023 2021
Scope 1 (direct emissions)
Operational transport 17,980 18.433 2.70 278
SF6 gas 9,065 3,209 1.36 1.39
Fuel combustion (diesel . gas oil) 2,316 3,212 0.33 0.48
Buildings 387 388 0.06 0.06
29,748 31,242 4.47 4.71
Scope 2 (energy indirect emissions)
Buildings electricity 3,680 4,130 0.53 0.62
Substation electricity 10,286 11,559 1.54 1.74
NGED Telecoms 610 525 6.09 0.08
14,570 16,214 2.18 244
Total scope 1 & 2 44,318 47,456 6.63 7.13
Scope 3 (other indirect emissions)
Business transport 1.146 1,954 0.17 0.2¢
Operatianal transport (contractors) 11,725 §.637 1.76 1.3t
Fuel combustion (diese! " gas oil) {contractor) 4,807 7.920 0.73 1.19
Total scope 1,2 & 3 62,086 65,987 9.31 5.94

Tha Group's chosen intensity measurement i3 tonnes of carbon dioxide equivalent per employes.

Aggregate in kW of annual guaniify of energy consumed for business activitics and 0w » usz
Electricity energy consumed for the year to 31 March 2023 15 21.438.300 K\WH (2021: 21,920 879 kWH).

Gas energy consumed for the year to 31 March 2023 12 2,118,998 k\WH (2022: 2.113.692 I\WWH ).

knergy consumed for helicopters for the yow (0 31 Machi 2023 s 5,16 GIOWIT (20220 6,469,237 KWH ).
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Dhirectors' report {continued)
For the year ended 31 March 2023

Sireamline energy and carben reporting ('SECR') (continued)

Methodologies used in calcnlating energy and carbon reporting date

Qur Business Carbon Footprint “3CJF ™ details the impact that our operational activitics have on the environment in terms of tonnes of
squivalent carbon divxide ("CO2Ze™) emigsions and takes account of our cnergy usage from offices, ransport emissions (operational and
business), fuel combustion and the release of greenhouse gases (SF6). The reported data for operational transport (road) and fuel
combustion alse takes account of a number of our larger contractor emissions as required under the Ofgem reporting requirements.

The dala compiled and reported by the NGED Group follows a recognised methodology as described within intemational busincss
carbon footprint standards, the Greenhouse Gas ("GHG™) carbon reporting guidance as provided by BEIS ¢ DEFRA, the 2020 UK
Government GHG Conversion Factors for company reporting and 1S014064-3. The emission-releasing activities arc categorised into
three groups known as scopes. Each activity is listed as either Scope 1, Scope 2 or Scope 3.

- Scope 1 {direct emissions) emissions are those from activitics owned or controlled by the Group. Examples of Scope 1 emissions
include emissions from combustion In owned or controlled boilers, gencrators and vehicles; and releases of fugitive emissions, for
example SF6.

- Scope 2 {energy indirect) emissions are those releascd into the atmosphere thal are associated with consumption of purchased
electricity, heat, steam and cooling. These indirect emissions are a consequence of the Group's encrgy use, but occur at sources that
the Group do not own or control. Network losses are identified by Ofgem as being Scope 2 emissions (pending clarification from
Ofgem).

- Scope 3 (other indirect) emissions are a consequence of the Group's activities that occur at sources that are not controlled by the
Group and are not classed as Scope 2 emissions. Examples of Scope 3 emissions nclude business travel by means not owned or
controlled by the Group, water supply and materials . services that the Group purchases.

For further detatls on our methodology please refor to the link below:

Measures for increasing the Growp's efficiency during the year
During 2022.23, the Company has implemented the following energy efficiency measures:

= replacement of older operational fleet vehicles with more fuel efficient alternatives and Improving awareness of the impacts of driving
style on fuel efficiency and vehicle emissions;

the purchase and roll-out of clectric operational fleet vehicles:

installation of electric vehicle charging points at many of our nen-eperational depot sites for both fleet and employee owned electric
vehicles;

improvements to the reporting of SF6 gas leaks from our installed equipment and fully utilising the infrarcd SF6 detection cameras
enabling us to quickly pinpaoint the source of leaks;

cnsuring that all newly built NGED depots achieve the BREEAM standard of 'Excellent’ as a minimum and that refurbished existing
depots achicve the "Very Good' standard; and

the on-going replacement with more modern and energy efficiant heating and cooling systems throughout cur property portfelio plus
undertaking an energy efficiensy review at many of our non-operational and operational sites including employce cnergy awareness
campaigns.

Subsequent events
On 3 April 2023, the £843m RCF facilities of the Group expiring in May 2025 were cancelied and replaced with a new facility of
L845m with a 3 year maturity expiring on 3 April 2028.

On 24 April 2023, the Group repurchased £115.8m of the £800m 5.75% bond due in April 2032, The bond was repurchased af a fair
valuc of £117.2m.

Directors and their interests
The directors of the Company who were in office during the ysar and up to the datc of signing the financial statements ware:

Cordelia O'Hara, Director (appointed 1 April 2023)

Graham Roy Halladay, Director

Alison Jane Sleightholm, Director

Laura Sephie Scudamore Barbrook. Group-appointed non-executive Director
Justine Campbell, Group-appointed non-exceutive Director

Philip Swift, Director (resigned 31 March 2023)

lan Robeart Williams, Director (resigned 31 July 2022)
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Directors' report (continued)
For the year ended 31 March 2023

Directors and their interests (continued)
During and al the end of the financial year, no director was interested in any contract of significance in relation to the NGED Group's
business other than service contracts.

Insurance in respect of directors and officers is third party qualifying insurance and is maintained by the NGED Group's ultimate parent,
National Grid ple. The insurance is subjact to the conditions set out in the Companics Acts and remains in force at the date of signing
the Directors’ report.

Statement ol disclosure 1o independent auditor

So far as each person who was a direclor at the daie of approving this report is aware, there is no relevant audit information, of which
the auditor is unaware. Each director has taken all the steps that he‘she ought to have taken as a director to make himself herscif aware
of any relevant audit information and to establish that the auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006.
Independent auditor
Deloitte [LLLP have expressed their willingness to continue in office and & resolution proposing their reappointment will be pet belore the

shareholders of Natienal Grid Plc at the 2023 Annual General Meeting.

Approved and authorised for issue by the Board and signed on its behalf by:

Cordelia O'Hara
Director

30 June 2023

National Grid Electricity Distribution Pic (formerly Western Power Distribution Ple) Regisiered Number: 09223384
Avonbank

['eeder Road

Bristol

882 0TH
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Direclors’ responsibilities statement

The directors are tesponsible for preparing the Annual Report and Financial Statements, including the NGED Group financial
statements and the Company financial statements. the Strategic report and the Darsumors’ report 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 NGED Group Guancia! stadements in accordance with Internatienal Financial Reporting Standards ("1FRSs") as adopted by
the European Union and the parent company financial statements in accordance wilh United Kingdom Generally Accepted Accounting
Practice {United Kingdom accounting standards end applicable law), including Financial Reporting Standard ("FRS") 101 "Reduced
Disclosure Framowork".

Under company law the directors must not approve the financial statements unless they are satisticd that they give a true and fair view
of the Group and the parent Company and of the profit or loss of the Group lor that period.

In preparing the Group financial statements, the directors are required to:

» properly setect and apply accounting policies;

» present information, including accounting pelicies, in a manner that provides relevant, rcliable, comparable and understandable
information;

= provide additional disclosures when compliance with specific requirements in 1¥FRS is insufficient to enable uscrs to understand the
impact of particular transactions, othaer events and conditions on the Group's financial position and finaneial performance; and

« make an asscssment of the Company's ability fo continue as a going CONcert.

In preparing the Company financial statements, the directors are required to:

= select suitable accounting policies and apply them consistently:

« make judgaments and accounting estimates that are reasonable and prudent;

» stats whether applicable UK accounting standards have been followed subject to any material departures disclosed and explained in
the financial statements; and

» prepare the financial statements on the going concern basis unless it [s inappropriate to presume that the Company will continue in
business.

The directors are responsible for kesping adequate accounting records that are sufficient to show and explain the Zomgars s
transactions and disclose with reasonable accuracy at any time the financial position of the Company on a consolidated and individual
hasis, and to enable them 1o ensure that the individual and consolidated financial statements comply with the Companies Act 2006 and,
with regard o the Group financial statements, article 4 of the YAS regulation. They are also respansible for the system of internal
control. for safeguarding the assets of the Company and its subsidiarics and hence [or taking reasonable steps for the prevention and
detection of fraud and other iregularities

The directors wre responsible for the maintenance and integrity of the corperate and financial informartion included on the Company's
website. Information published on the Company's website is accessible in many countries with different legal requirements. Legislation
in the United Kingdom governing the preparation and dissemination of financial statements may differ from legisiation in other
jurisdictions.

Derecsars’ responsibilicy stanemenc
We confirm that o the best of our knowledge:

= the financial statements. prepared in accordance with the relevant financial reporting framework. give a true and fair view of the
assets, liabilities, financial position and profit or loss of the company;

= the strategic report includes a fair revicw of the development and performance of the business and the posiiion of the company.
together with a description of the principal risks and uncertainties that they face; and

= the annual report and Fnancial staiemcnts, taken as a whole, are fair, balanced and understandable and provide the information

TELENTACS hor ghorsheiders i 288053 e Iuwrany § SoRTen and SerihTiancs MIsiness medel g shanegy

This responsibility statement was approved and authorised for issue by the board of directors and is signed on its behal{ by:

Cordcﬁa O'] [ara
Dircctor
30 Junc 2023
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Independent auditor's report
to the members of National Grid Electricity Distribution plc

Report on the audit of the financial statements

1. Opinion

In our opinion:

= the financial statements of National Grid Electricity Distribution ple (the -parear compans’) and its subsidiaries (the ' Geaap™
give a true and fair view of the state of the Graug's and of the parent campans’s atfairs as at 31 March 2023 and of the
Gruag : profic for the vear then ended;

= the Group financial statements have been properly prepared in accordance with United Kingdom adopted international
accouniing standards and lnternational Financial Reporting Standards (IFRSs) as issued by the lnternational Accounting
Standards Board (1ASB);

* the parent company financial statements have been properly prepared in accordance with Uniled Kingdom Generally
Acvepont tcoponting Practice. inchudiog Financial Reporting Scsadard 181 © Redoced Dnsclosurs Framewark™: 2ad

= the financial statements have been prepared in accordance with the requirements of the Companies Act 2006

We have audited the financial statements which comprise:

* the consolidated inceme statement:

= the consolidated statement of comprehensive income;

*» the consolidated and parcot company statement of changes in equity;
* the consolidated and parcnt company balance sheat:

« the consolidated cash flow statement; and

» the related notes 1 to 32,

The financial reporting framework that has been applied in the preparation of the Group financial statements is applicable law and
United Kingdom adopted intcrnational accounting standards and 1FRSs as issucd by the 1ASB. The financial reporting framework that
has been applied in the preparation of the parent company financial statements is applicable law and United Kingdom Accounting

!

Standirds. noinding FR3 130 Regueed Trssiosure Framewary  Luted Kongdnr Gener

v bogsgred Aceountag Procnost

2. Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under thosc stendards are further described in the wdine’'s responsibilitics for the audit of the financial statements
scotion of our report.

We are independent of the Group and the parent company in accordance with the ethical requirements that are relcvant to our audit of
the financial statements in the UK, including the Financial Reporting Zoaune '3 (the "FRI7y " Ethical Standard as applicd to listed
public interes( eutities, and we have fulfilled our other ethical responsibilities in accordance with these requirements, We confirm that

W ARSE WA PG e MUT el sereces orediiried vy che FROT: Edves Stederd a0 e o e e zaren conmses
We belicve that the audit cvidence we have obtained is sufficient and appropriate o provide a basis for our opinion.

3. Summary of our audit appreach

Key audit matters “I'he key audit matters that we identified in the current year were:
= Capitalization of overheads !
‘ = Impairment of goodwll :
%\Vithm this report. key audit matters arce identified as follows: :
i Similar level of risk

Materiality iThe materiality that we used for the Group linancial statements was £34m (2022: £38m) which was:
-determined on the hasis ol profit before tax. :

; “The materiality that we used for the parent company financial statements was £13.6m (2022: £15.2m)’

Ewhich eguates 1o less than 1% of net assets, and was capped a1 40% of Group materiality. {

W

iThis is consistent with the methodology applied in 2022, ;
Scoping iBased on our assessment. we focused our Group audit work on five components (2022 five

‘components} which were subject to a full scope audit of their financial information. Our full scope

‘

FET samerad abstanna. v Bl e Urnug 3 rzence zeetT terdive sat and ter agsets.

Significant changes in our UIhere were no significant changes in our approach compared to the pricer year,

.approach :
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Independent auditer's report
to the members of National Grid Electricity Distribution ple (continued)

4. Conclusions relating to going concern

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

Qur cvaluation of the srecnars’ agsessment of the Groug s and parent snmpary = ability to continuc to adepl the going concern basis of
accounting included:

« Assessing the somgsny's financing facilities including the nature of facilitics, repayment terms, covenant compliance and support
from the ullimate ¢ontrolling parent. Naticnal Grid Ple;

Assessing the assumptions used in the forecasts including the impact of ihe current macroeconomic envirenment;

Testing the mechanical accuracy of those forecasts and appropriateness of the model used 1o prepare the forecasts,

Assessing the historical accuracy of forecasts prepared by management;

o rEEETOTIIOIE MEN GG § eIy nalveis

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

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

5. Key audit mattets

Key audit matters are those matters that, in our prefessional judgement, were of most significance in our audit of the financial statements
of the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) that we
identified. These malters included those which had the greatest effect on: the overall audit strategy, the allocation of resources in the
audit; and directing the efforts of the engagement team.

Thess mallers were addressed in the context of our audit of the financial statcments as a whele, and in forming our opinion thereon, and
we do not provide a separate opinion on these matlers.

3.1 Capitafisation of overheads
key audit matier description

Amounts capitalised as nstwork assets include indirect ¢osts associated with overhead costs The costs arc capitalised based on

TRAEITENT § Matinent o7 fe costs rowrsd That e frearly attriburame O e Bt e seriormed.

A key audit mamner has been identified in respect of the key assummptions relating to the capitalisation of corporate overheads.

There Is a judgement in relation to the nature of costs included within each cost classification and estimation in rclation 1o the
appropriale percentage of costs to capitalise

Corporate overheads of £101,7m (2022: £88.1m) have been capitalised during the yzar as shown in note 2. These are included within
the fixed assels additions of £1.202 2m (2022: £1,063.0m1) as shown 1y note 12

@) woes note 2 aritea accounting judgements and key scurces of estimation areerznr? and
note 12 ~zraoet plant and saegrient in the financial statements for further discussion of the Graug’s policy and judgements in
capilalisation of overheads.

tefer 1o note 1 “swefeaer accounting 3
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Endependent auditor's report
to the members of National Grid Eleciricity Distribution ple (continued)

5. Key audit matters (continued)
5.1. Capitalisation of overhicads (continued)

How the scope of our audit responded to the key audit matter
We obtained an understanding of, tested and relied on relevant controls.

We evaluated the appropriateness of the accounting treatment for capitalising overheads by reference to the requirements of 1AS 16
Property, Plant and Equipment and evaluated the policies, procedures and assumptions used in estimating the value of overheads that
are directly attributable to capital projects.

We tested a sample of overhead cosis capitalised, agreeing them to appropriate supporting evidence, 1o test whether they have been
recorded accurately. We also lested munagezment's estimate of percentage of costs that are directly attributable to capital projects
through verifying the inputs into the calculation and agresing these to appropriate support and evidence. Further, we have challenged
TuEtagyenat’ 3 nertuedoiogy and st

b oonndercg sherher here are dematue :COrACT @ STUner.ons

Key abseryations

Based on the work performed we are satisfied that the assumptions made in respect of the capitalisation rates applied to overheads
within the fixed assets balance are reasonable as at 31 March 2023,

5.2 Impairment of goodwill

Key audit matter description

Management is required to assess the carrying value of goodwill and acquired intangiblc assets and perform an impairment review under
1AS 36 Impairment of Assets on an annual basis and whenever an indication of impairment exists. Goodwill was acquired through
business combinations.

Management preparcd a discounted cash flow modcl to estimate the value-in-use and compared this to the carrying value; this indicated
there was headroom and accordingly no impairment was recognised. The value-in-use was measured for the cash-generating units to

which the goodwill relates.

As disclosed in note 14 of the financial statements the carrying value of goodwilt in relation to Last Midlands is £318.8m (2022:
L£518.8m). West Midlands £614 4m (2022 £614 4m) and South Wales £120.9m (2022: £120.9m).

We have identified a key audit matier around key assumptions used in

agzrment @ impairment maodel. The most complex asgsumptions
that require judgement are the discount rate usad lo caleulate the present value of future cash Rows and the premium applied to the
Fegparsm Ssser vale CTRANTT A e e 1 e R AEDD Trzoasiel e o zered tor enc sash generaing st

From ED3 onwards, future aljowances are unknown and require a graater {evel of judgement. although can be guided by net vero
legistation.

We did not identify impairment of goodwill as a key audit matter in the prior year. Due to the acquisition of the NGED Group by
National Grid ple, the recoverable amount of goodwill was determined using the fair value less costs to sell method. Therefors, the
overall impairment assessment was less complex and the judgemerntal assumptions of a valus in use caleulation were not applicable.

Refer to note 1 % “wait Accounting Fsinses . Notz 2 Tetwewm Accounting Judgements and Key Sources of Estimation Lacarame:
and note 14 - meaeakoe Assens in the financial statements for further discussi

impaiment review. including the >

on of the Jews s policy and judgemants in the goadwill
soze 3 disclosures of the sensitivity and reasonably possible changes of the hast Midlands, West
Midlands and South Wales cash generating units to changes in the key assumptions.

How the scope of our audit responded to the key audit matter
We obtained an understanding of and tested the effectiveness of the management review controls over Tarays
of the cash-generating units

“enT 3 lmpairment review

We have challenged the underlying cash flow forecasts, with reference to Ofgem guidancs on RIIO-LED?2 forscasied cash flows

With involvement of our internal valuation specialisis. we have challenged the reasonableness of the discount rate and premiom applied
1o the RAN at the end of the cash flow period and challenged ~aragzen’s position using key assumptions developed independently
based on external market data.

sl mnd mzoaa
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Independent audiior's report

to the members of National Grid Electricity Distribution plc (continued)

3.2 impairment of goodwil] fcontinued)

Llow the scope of our audit responded to the key audit matter (continued)

Further, we developed independent expectations of goodwill impairment using alternative assumptions around returns in the RIIO-ED2

cash flow period.

We also assessed the adequacy of the Genep s disclosures of the sensitivity and reasonably possible changes of the Bast Midlands, West
Midlands and South Wales cash generating units to changes in the key assumptions

Key observations

We concluded that the key assumptions underpinning the value in use caleulation used by the Group in its assessment of the carrying
value of goodwill for each of the three cash-gencrating units, East Midlands, West Midlands, and Seuth Walss, when considcred in
aggregate, lie within the range of reasonable estimates.

We concluded that the valuation of goodwill 35 appropriate.

6. Our application of materiality

6.1 Materialty

We define materiality as the magnitude of misstatement in the financial statements that makes 1t prebable that the economic decisions of
a reasonably knowledgeable person would be changed or influenced. We use materialily both in planning the scope of our audit work

and in evaluating the results of cur work.

Based on our professional judgement, we determined maleriality for the financial slatements as a whole as follows:

Group financial statements Parent Company financial statements
Materiality 34m (2022: £38m) £13.6m (2022: £15.2m)
) 3% of profit before tax (2022: 5% of profit Parent company maleriality equates to less,
before tax). than 1% of nct assets, which is capped at;

‘Basis [or determining maiteriality

40% of Group materiality. This is;
consistent with the methodology applied in|

Rationale for the benchmari applied

2022, i
We have detormined materiality based on We have determined materialify based onl
profit before tax as this is the key metric net assets as the company hoelds the|
used by management, investers, analysts, Investments for its subsidiary companiesf

and lenders, with sharcholder value being Therefors. a  balance sheet  basis s
[driven by the result. appropriatc.
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Independent auditor's report
to the members of National Grid Electricity Distribution pic (continued)

6. Our application of materiality (continued)
6.2 Performance materiality

We sel performance materiality at a level lower than materiality to reduce the probability that, in aggregate. uncorrected and undetected
misstatements exceed the materizlity for the financial statements as a whole.

Group financial statements Parent Company financial statements

: . 70% {(2022: 70% f ent company
‘Performance materiality 70% (2022: 70%) of Group materiality moat;riility 0%) of par mpsny

, In determining performance materiality, we considered the following factors:

I * Qur cumulative experience from prior year audits;

: The level of corrected and uncorrected misstatements identified from prior year
‘Basis and rationale for determining audits,

performance materiafity

Our risk assessment, including our understanding of the entity and its environment;

Our risk assessment of the Graug’s overall control environment and that we consider,
it appropriate fo rely on internal controls over a number of business pmcesscsg
! including fixed assets, revenue and impaimment of goodwill. i

6.3 Error reporting threshold

We agreed with the Board of Directors that we would repart to the Board all audit differences in excess of £1.7m (2022: £1.9m). as well
as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report to the Board of
Directors on disclosure marters that we identified when assessing the overall presentation of the financial statements.

7. An gverview of the scope of our audit

7.1 fdentification and scoping of componerits

Our Group audil was scopcd by obtaining an understanding of the Group and its environment, including Group-wide controls. and
assessing the risks of material misstatement at the Group level, We used data analytic tools to help inform owr understanding of the
business. identify key risk areas and evaluase the level of audit coverage required

Based on that assessment we focused our Group audit scope primanily on the audit work of five components, which were subject 1o a
full scope audit. Analytical procedures were performed on the remaining non-significant components. Audit work to respond to the risks
of material misslatement was performed directly by the Group audit engagement team.

Those five components represent the principal business units within the Group and the parent company and account for over 99% of
revenue (20221 999%%), 97% of profit before tax (2022: 99%) and 98% of net assets (2022: 97%). They were also sclected to provide an
appropriate basis for undertaking audit work to address the risks of material misstatement identified above. Qur audit work of the five
components was exscuted at a level of materiality applicable to the individual component and was lower than Group materiality. This
approach was consistent with the prior year.

The parent company is located in Bristol and avdited directly by the Group audit engagement tcam.

1% 3% %

Revenue AT T
3 % [
Sulk 2T STLCE A Pt s
Rk o e TE VY BT SO e -

7 2 QOur cansideration of the control environmant

The “Jemzg s 1T enviramment containg a number of 1T systerns, applications and tools used to support business processes and for
financial reporting. In line with our scoping of components (see section 7.1) our work in relation o If controls focused on the five
identified components. We performed an independent risk assessment of the systems, applications and tools to determing those which
are of greatesi relevance to the ez 1 financial reporting. including those that contain system configured automated controls that host
financially relevant data and associated repaorts,

National Grid Electricity Distribution ple (formerly Wastern Power Distribution ple)
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Independent auditor's report
to the members of National Grid Electricity Pistribution ple (continued)

7.2, Oy consideration of the corlrol ervironment {continued)

With the involvement of our specialists, we performed testing of general 1T controls of these systems, typically covering controls
surrounding uscr access management, change management and interfaces with other systems relating to in scope I'T systems as well as
controls over key reports generated [roin the 1T systems and their supporting infrastructure.

Wo performed walkthrough procedures of the key 1T controls relevant to a number of business processes; to understand whether the
controls were effectively designed to address the 1T related risk. We subsequently performed testing of the controls across the andit
period, 1o determine whether the controls had been consistently applied as designed.

Our procedures enabled us Lo place reliance on 1T controls, as planned, in the audit approach across a number of business cycles.

W live dlso obtamed an understanding of and tested the controls over a number of financial statement line itcm processes. We have
taken controls reliance in our testing of a number of business processes including fixed assets, revenue and impairment of goodwill.

We performed walkthrough procedures ol the key controls relevant 1o a number of busingss processes; to understand whether the
controls were effectively designed to address the identified risks of material misstatement. We subsequently performed testing of the
controls across the audil period, to determine whether the controls had been consistently applied as designed.

7.3 Owr consideration of climate-reioted risks
Climate change impacts the Oraag @ business In several ways a5 sct out in (he Buaisgic Report on page 23 of the annual report. Tt
represents a key stralegic consideration of management.

We reviewed mansgement s climate change risk assessment and evalvated the completeness of identified risks and the impact on the
financial statcments. We also considered the impact of climate change in our risk assessment procedures. Watingzmuear s assessment
included environment and sustainability as core commitments in the RITO-ED2 Delivery Plan. The Group will support the UK's
ambitions to achieve nel zero carbon emissions by 2030 by setting the benchmark of achieving net zero in its own operations by 2043,

[n addition to the procedures mentioned above. with the involvement of our climate change specialist we:

= made enquiries of senior management to understand the potential impact of climate change risk including physical risks to producing
nctwork assets. the potential changes to the macro-cconomic eavironment and the potential for the transition to a low carbon
environment to occur quicker than anticipated; and

+ read the climate-related statements made by management {(as disclosed in - T Znrrwument section of the “ur commitment to being
a responsible “emdes in the Stratcgic Report) and considered whether these were in line with cur understanding of nmragemenr’s
approach o climate change and the narrative reporting was in ling with financial statements and the knowledge obtained throughout
the audit.

8. Other information
The cther information comprises the informatien included in the annual report, other than the financial statements and our audier’' s
report thereon. The directors are responsible for the other information contained within the annual report.

Gur opinion on the (inancial statements does not cover the other Information and, except to the extent otherwise explicitly stated in our
report, we do not express any form of assurance conclusion thereon,

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

1f we identify such matsrial inconsistencies or apparent material misstatements, we are required to determine whether this gives rise to a
material misstatement in the linancial statements themselves. If, based on the work we have performed, we conclude thet there is a
matzrial misstatement of this other information, we are required to report thai fact.

We have nothing to report in this regard.

9. Responsibilities of divectors

As explained more fully in the rsaars responsibilities statement, the dirgciors are responsible for the preparation of the financial
statements and for being satisficd that they give a true and fair view, and for such internal control as the directors determine is necessary

to enable the preparation of {inancial statements that are free {rom material misstatement, whether due to fraud or error.

weant 3 ability (o

sue & and the parent :

In preparing the {inancial statements, the directors arc responsible for assessimg the <
continue as a going concery, disclosing as applicable, matters related to going concern and using the geing concern basis of aceounting
unless the direclors either intend 1o liquidate the Group or the parent company or to cease operations, or have no realistic alternative but
to de so.

Lh
L
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Independent auditor's report
to the members of National Grid Electricity Distribution ple (continued)

bl Amdivor’s respeusifilities for she dndie of the Suancisd statements

Our objectives are fo obtain reasonable assurance about whether the financial statements as a whole are fice from material misstatement,
whether due to {raud or crror, and to issue an aditer’s repuit that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantce that an audit conducted in accordance with ISAs (LK) will always detect a material misstatement when
it exists. Misstatemenls can arise from fraud or error and are considered matenal if, individually or in the aggregatc, they could
reasonably be expected to influence the economic decisions ol users taken on the basis of these financial statements.

A drrher desempron oF g esoeasbdines ©chie sudit oF the Tramosl saements g locans! m dhe FRO 8 wehue v

Ths deserorion farms pars 3¢ e aadine s rseert

11. Extent fo which the audit was considered capable of detecting irregularities, including fraud

Irrcgularities, 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.

L] fdentifving and assessing potential risks related to irregularities
In identifying and assessing risks of material misstatement in respect of irrggularities, including fraud and non-compliance with laws and
regulations. we considered the following:

the nature of the industry and sector, control environment and business performance including the design of the Graug' s remuncration
NN T IMEE O Jnsdirs| Rmuressnon, 1onos evels wd eriemnaice rgans:

results of our enquirics of management, internal audit, and the Board of Directors about their own identification and assessment of the
rEKE  rsssiaetey ncuding hese har ans gecrc o he Jrone s seciar

any matters we identified having obtained and reviewed the Group documentation of their policies and procedures relating to:

- identifying, evaluating and complying with laws and regulations and whether they werc aware of any instances of non-cemplianee:

- detecting and responding to the risks of fraud and whether they have knowledge of any aciual, suspected or alieged fraud;

- the internal controls established to mitigate risks of fraud or non-compliance with laws and regulations;

the matters discussed among the audit engagement ream and relevant internal specialists, including tax. pensions, treasury and 17
specialists. regarding how and where fraud might occur in the financial statements and any potential indicators of fraud.

As a resull of these procedures, we considered the opportunitics and incentives that may exist within the organisation for fraud. In
common with all auditz under 1SAs (UK). we are also required Lo perform speeific proceduwres to respond to the risk of management
override.

We also obtained an understanding of the logal and regulatory frameworks that the Group operates in, focusing on provisions of thuse
laws and regulations that had a direct effect on the determination of material amounts and discloseres in the financial statements. The
key laws and regulations we considered in this context included the UK Companies Act, Listing Rules, pensions legislation and tax
legislation.

In addition, we considered provisions of other laws and regulations that do notl have a direct effect on the financial statements but
compliance with which may bc fundamental W the

2T T

Zenug’s ability to operate or to avoid a material penalty. These included

cuEens mud e Dranc s onermnag cosnce i sen sur s he sy -apaawor, (g

LRl

11,2 Audit response to risks idenrified
As a result of performing the above. we did not identify any key audit matiers related 1o the potential risk of fraud or non-compliance
with laws and regulations.

In addition 1o the 2bave. our procedures to respond to risks identified included the following:

= reviewing the financial statement disclosures and festing to supporting documengation to assess compliance with provisions of
relovant laws and regulations described as having & direet effect on the financial statements;

enquiring of management. the Board of Directors and external legal counsel ennceming actual and potential iitigation and claims;
performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material misstatement
due to fraud;

[

reading minutes of meetings of those charged with governance. reviewing internal audit reports and reviewing correspondence with
FIMRC and Ofgem; and

in addressing the risk of fiaud through management override of controls, tesiing the apprepriatensss of journal entrie
adjustments: as

and ather
sessing whether the judgemems made in making accounting estimates are indicative of a potontial bias; and evaluating
the business rationale of any significant transactions that are unusual or outside the normal course of business.

We also communjcated relevant identified Jaws and regulations and potential fraud risks to all engagement team members including
internal specialists and remained alert to any indications of fraud or non-comphance with laws and regulations throughout the audit.
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Independent auditor's report
to the members of National Grid Electricity Distribution plc (continued)

Report on other legal and regulatory requirements

12. Opinions on other matters prescribed by the Companies Act 2000

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

» the information given in the Stategic report and the dirsszers’ roport for the [inancial year for which the tinancial statements are
prepared 1s consistent with the financial slatements; and

= e SRl renerT B e drzoiors’ cepoet kpee e prepared in aucordmnee Wil JCRLCRITG SFh TEAISmenn.

In the light of the knowledge and understanding of the Group and the parent company and their environment obtained in the course of

Hie audin we ftve o dennied any mafdria Nigsatenents wthe Sratedie report or e Jraduny’ e

13, Matters on which we are required to report by exception

13 1. Adeguacy of explanations received and accounting records
Under the Companies Act 2006 we are required to report to you if, in our opinion:

= we have 10t received all the information and explanations we require for our audit; or

» adequate accounting records have not been kept by the parent company. or returns adequate for our audil have not been received from
branches not visited by us: or

= the parent company financial statements are nol in agreement with the accounting recerds and return.

We have nothing to report in respect of these matters.

CED DHremary wmruireniiice
Under the Companies Act 2006 we are also required to report il in our opinion certain disclosures of dtmesnors’ remuneration have not
been made.

We have nothing to report in respect of these matters.
14, Other matters which we arce required to address

f4 1 Audilor tenure

Pollowing the recommendation of the Board of Directors, we were appointed by the shareholders on 16 June 2017 to audit the financial
statements for the year ending 31 March 2017 and subsequent financial periods. The period of total uninterrupted engagement including
previous renewals and reappointments of the firm is 7 years. covering the years ending 31 March 2017 to 31 March 2023

14.2 Cansistency of the audit report with the addinonal veport to the Board of Direciors
Our audit opinion is consistent with the additional report to the Board of Directors we are required to provide in accordance with ISAs
(UK.

15. Use of our report

This report is made solely to the s s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 7006,
Our audit work has been undertaken so that we might state to the comsgaty’ 3 members those matters we arc required 1o state to them in
an awditar s reporl and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility 1o anyone

T ramern e Airhe oot we Tene rmes

wrher uwt he Lovipary wnd e Lo cers o oy, e o audir warle Sr

M TS

Suzanne Gallagher (Senior stalulory auditor)
For and on behalf of Deloitte T.ILP

Statutory Auditor

Reading, United Kingdem

30 June 2023

W
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National Grig Electricity Distributien ple {formerly Western Power Distribution ple) consolidated income staiemenl
For the year ended 31 March 2023

2023 2022
Note £m £m
Revenue 3 2,096.5 1,886.0
Operating costs 5 (1,079.6) (B30.1)
Other operating income 6 15.4 39
Other operating cxpense 6 (4.4) (1.0}
Operating profit 3 1,027.9 1,058.8
Finance income 7 19.6 0.2
Finance costs 7 (399.4) (318.3)
™et finance incomic retating to pensions and
other post-retirement benefits 25 33.3 6z
Profit before income tax 681.4 746.9
Income tax expense 10 (145.2) (373.6)
Profit for the year attributable to equity holders of the parent 336.2 3733
All operations arc continuing.
The accompanying notes | to 32 are an integral part of these financial statements.
National Grid Elzciricity Distribution ple (formerly Western Power Distribution ple) 36



National Grid Electricity Distribution ple (formerly Yestern Power Distribution ple) consolidated statement of comprehensive

income
For the year ended 31 March 2023

2023 2022
Note £m fm
Profit lor jhe vear 5336.2 3733
Other comprehensive (expense)/income:
Other comprehensive (expense)/income to be reclassified to profit or loss in subsequent periods:
{Loss)/gain arising on cash flow hedges during the year (1.9) 9.9
Reclassification adjustiments for gains on cash flow hedges
included in profit or loss (finance costs) (13.6} (7.5)
Net movement in cost of hedging reserve 0.6
lncome tax effect 10 4.3 0.7
(12.6) 3.1
Other comprehensive (expense)/income nol lo be raclassified fo profit or loss in subsegueant periods:
Re-measurement (losses).'gains on delined benefit pension plan 25 {832.3) 1.021.1
Income tax efibet 10 2207 (280.3)
(631.6) 740.8
Other comprehensive (expense)/income for the year, net of tax (644.2) 743.9
Tota! comprehensive (expense)/income for the year, net of tax,
altributable to equity holders of the parent (108.0) 11172
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National Grid Electricity Distribution ple (formerly Western Power Distribution ple) consolidated statement of changes in equity

For the year ended 31 March 2023

Noim-cash
capital

Share Merger tledging contribution Retained Total

capital reserve reserve reserve earnings equily

Note £fm £m £m £m £m £m

At b April 2021 1,057.6 (963.1) (16.9) - 3,301.6 5,379.2

Profit for the year - - - - 3733 373.3

Other comprehensive income - - 3.1 - 740.8 743.9
Total comprehensive income

for the year - - 3.1 - 1,114 1,117.2

Share based payment 28 - - - 0.5 - 0.5

Equity dividends paid il - - - - (140.2) (140.2)

At 31 March 2022 1.057.6 (963.1) (13.8) 0.5 6.275.5 6.356.7

Profit for the year - - - - 536.2 336.2

Other comprehensive expense - - {12.6) - (631.6) (644.2)
Total comprehensive expense

for the year - - (12.6) - {95.4) (108.0)

Share-based payment (net of tax) 28 - - - 3.0 - 3.0

Lquity dividends paid 11 - - - - (0.2} {0.2)

AL 31 March 2023 1,857.6 (963.1) (26.4) 3.5 6,179.9 6,251.5
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National Grid Electricity Distribution ple (formerly Western Power Distribution ple) consolidated balance sheet
Asat 31 March 2023

2023 2022

Note £m £m
ASSETS
Property, plant and equipment 12 15,562.8 14,697.3
Investment property 13 27.9 31.7
Intangible assets 14 1,311.6 1,303 .4
Trade and other receivables 16 4,0 5.5
Derivative financial instruments 23 48.4 359
Retirement benefit assets 23 652.8 1,448 .1
Non-current assels 17,607.5 17,523.9
Inventories 15 36.4 3635
Trade and other receivables 16 340.2 327.5
Loan receivable 17 146.0 -
Cash at bank and in hand 18 48.0 148.8
Current assets 570.6 512.8
Total assets 3 18,178.1 18.036.7
LIABILITIES
[.nans and nther horrmywings 20 1,082.0 1.385.7
Trade and other payahles 19 769.2 689.2
Current tax liabilities - 13.6
Provisions 20 15.1 133
Current liabilities 1,866.3 2.101.8
Net current liabilities (1,295.7) (1,589.0)
[L.oans and other borrowings 20 5,790.1 5.284.6
Deferred 1ax liabilitics 24 1,190.4 13286
Trade and other pavables 19 2,954.2 2.806.8
Dervivative financial instruments 23 4.6 -
Retirement benefit habilities 23 6.4 7.7
Provisions 26 i14.6 150.5
Non-current liabilities 10,060.3 9,578.2
Total liabilities 3 11,926.6 11,6800
Nel assels 6,251.5 6.356.7
EQUITY
Share capital 27 1,057.6 1.057.6
Merger reserve 28 963.1) (963.1)
Hedging reserve 2 (26.4) (13.8)
Non-cash capital conteibution reserve 28 3.5 0.5
Retained earnings 2 6,179.9 6,275.5
Total equity 6,251.5 6.356.7

As at 31 March 2022, lease liabilities and right-of-use assets were presented on the face of the balance shest. On the basis of materiality,
during the current year, lease liabilities and right-cf-usc assels have been reclassified to loans and other borrowings and property, plant
and equipment respectively. Comparatives have been rcolassibied and presenled vn the same basis as the current year,

The financial statements on pages 36 o 123 were approved and authorised for issue by the Board of Directors on 30 Junc 2023 and
signed on its behalf by:

e
Cordelia O'Hara Gragham Roy Halladay
Director Birector
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National Grid Efectricity Distribution plc (formerly Western Power Distribution ple) consolidated cash Row stalement

For the year ended 31 March 2023

2023 2022
Note £m £m
Operating aclivities - conlinuing operations
Profit for the year 5352 3733
Adjustments to reconcile profit for the year 10 net cash flow
from operating activiles:
Income tax expense 145.2 373.6
Finance costs 366.1 312.1
Finance revenue (19.6) (0.2)
Depreciation of property, plant and equipment 5 286.3 271.0
Amortisation of customers’ contributions (31.3) (49.2)
Amortisation of intangible assets 5 33 3.1
Gain on disposal of property, plant and equipment (0.8) (1.3)
Loss on disposal of investment propertics - 0.1
Fair value gaing on investment propertics 13 0.1) 2.7)
Fair value losscs on invesiment prapertics 13 4.4 1.0
Investment income (1.%) -
Profit on sale of subsidiary 5 (12.0) -
Share based payments 2.6 0.5
Differcnce between pension contributions paid and amounts
recognised in the income statement (53.8) (1.3
Dccerease in provisions (5.3} (15.2)
Working capital adjustments:
(Increase) 'decrease in inventories {1.1) 10.3
Increase in trade and other rcceivables (10.0) (1.0}
Increase in trade and other payables 70.7 23
Inierest paid (272.9} (250.2)
Interest received 13.6 0.1
Customers’ contributions received 201.3 200.3
Income taxes paid (77.4) (82.8)
Net cash from operating activities 1,124.3 1,133.8
Investing activities
Purchase of property, plant and equipment (1,138.7) (1,017.4)
Proceeds from sale of property, plant and equipment 2.4 1.3
Purchuse of investment properties 0.5) (0.2
Purchase of irlmngiblc asscts (2.8) (7.8)
Disposal of subsidiary 19.6 -
Loan procesds 1o uftimate parent company L7 (146.0) -
Dividends received 1.1 -
Net cash used in investing activities (1,271.9) (1,023.9)
Financing activities
Net (decrease) increase in short-term borrowings (107.2) 661.2
Payment of lease liabilitics 2.7) (1.7)
Procezds [rom long-term borrowings 866.7 -
Repayment of long-term borrowings net of related swaps (700.0) (618.1)
Dividends paid (0.2) {140.2)
Net cash from/(used in) financing activities 56.0 (98.8)
~Net {decrease) / increase in cash and cash equivalents (91.0) 11
Cash and cash equivalents at beginning of year 18 i27.7 116.6
Cash and cash equivalents at end of year 18 36.7 127.7
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Neles to the National Grid Eleetricity Distribution ple (formerly Western Power Distribution ple) conselidated financial
statements
For the year ended 31 March 2023

L. Significant accounting pelicies

The financial statements of Nationa! Grid Electricity Distribution (formerly Western Power Distribution ple) (the "Company™) and its
subsidiaries (the "NGED Group” or "NGID" or "the Group™) for the yeao coded 31 March 2023 were authorised for issue by the Board
of Directors on 30 June 2023 and the balance sheet was signed on the Board's behalf by Cordelia O'Hara and Graham Roy Halladay.
The Company is a public limited company, limited by shares and incorporated and registered in England and Wales. The address of the
Company's registered office is stated on page 133,

Basis of preparation

The cotisulidated finuncial stalemenis have been prepared in accordance with Lnternational tinancial Reporting Standards ("iFRS™) and
in accordance with the provisions of the UK Companies Act 2006. The financial statcments have also been prepared n accordance with
IFRS adopted by the European Lnion. The accounting policies that [ollow have been consistently applied 1o all ycars presented.

The financial statements have boen prepared on the historical cost basis, except for the revaluation of investment propertics and financial
ingtruments that are measured at revalued amounts or fair values at the end of each reporting period, as explained in the accounting
policies below, Historical cost is generally based on the fair value of the censideration given in exchange for goods and services.

Fair valuc is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between marker
participants at the measurement date, regardless of whether that price is directly observable or estimated using another valuation
technigue. In estimating the fair value of an asset or liability, the NGED Group takes into account the characteristics of the asset or
Hability if market participants would take those characteristics into account when pricing the asset or liability at the measurement date.
Fair value for measurement and’or disclosure purposes in these consolidated financial statements is determined on such a basis, except
for share-based payment transactions that are within the scope of 1FRS 2, leasing transactions that are within the scope of IFRS 16, and
measurements that have some simitarities to fair value but are not fair value such as net realisable value in 1AS 2 or value in use in 1AS
36.

These consolidated financial statements are presented in sterling as this is the currency of the primary economic environment in which
the NGED Group operates. All valucs are rounded (o the ncarest hundred thousand pounds except when otherwise indicated.

The Comparative {inancial information has been presented on the same as basis as current year financial information with exception to
the presontation of right-ef-uze asset and lease liabilities in the consolidated balance sheet. As at 31 March 2022, lease liabilities and
right-of-use assets were presented on the face of balance sheet On the basis of materiality. during the current year, lease liabilities and
right-of-use assets have been reclassified 1o loans and other borrowings and property, plant and equipment respectively. Comparalives
have been reclassified and presented on same basis as current year.

The significant accounting policics and critical accounting judgements, estimates and assumiptions of the NGED Group are s2t out
below.

Gaoing concern
‘The directors have prepared the financial statcments on & gning concern basis as they have a reasunable expectation thal the NGED
Group has adequate resources to continne in nperational existence for the foresecable future.

The Group has net current liabilities of £1.293 7m (2022 £1,589.0m). The Jrauz’a net cuwrrent liabilities will be settled with a
combination of cash flows from operating activitics, use of existing long-term facilities and issuances of long-term debt. The Group can
access either short or lung term borrowings in order to finance repayment of any borrowings dug within next 12 months. The Group has
credit ratings ahove the investment grade and there 15 sufficient evidence, including historical analysis of the Crmc’s ability to raisc
debt, to indicate that the Group will be successfully able to raise debt to finance repayments as needed. A letter of support has also been
obtained from a ultimate parent undertaking confirming that it will provide finaneial support to the Group for nat less than 12 months
from the date of approval of the linancial statements,

INOs arc essential in keeping critica! infrastructure assels operating safely and securcly and in making sure that homes and busincsses
across the country are receiving the energy needed. The work of the Group is erucial for the continuation of existing essential services,
the establishment of new critical infrasiructures and for keeping the pubtic, including the most vulnerable in our seciety, safe, Due to the
licensed regulatory obligations of the business. the necessity of continued operations even in times of economic uncertainties and having
access to sufTicient liquidity, the Group does nol consider that there is material uncertainty over the #-re’s ability to continue as a
ZUIng concern.
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Notes to the National Grid Electricity Distribution ple (formerly Western Power Disiribution plc) conseolidated financial
statements {continued)
For the year ended 31 March 2023

1. Significant accounting policies (continued)

Going concern (continued)

The directors have considered the availability of facilities as set out above. the relatively stable and regulated nature of the business, the
forecast long term business plan, the consistent credit ratings of NGED, the existing and future forceasted covenant compliance of the
Group, which includes the gearing ratio, the anticipated ability of the NGED Group to be able to raisc additional long term debt in the
future and the ability of the parent undertaking to provide financial support. The dircctors have also assessed the principal risks
discussed in the Strategic report (pages 24 to 26) in arriving at the going concern assumption for the preparation of the financial
slatements.

Thus, the directors have concluded that the NGED Group has sufficient resources available to enable it to continue in existence for the
foreseeable future and for a period of at least 12 months from the date of signing the accounts and have thercfore continued to adopt the
2oing concern basis in preparing the financial statements.

Basis of consolidation

The NGED Group financial statements consolidate the financial statements of the Company and the entities it controls (its subsidiaries)
drawn up to 31 March cach year. Control of an investce exists when the investor is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the investee. To have power over an
invesleg, the investor must have exisling rights that give it the current ability to direct the relevant activities of the invesiee.
Subsidiarics, other than those acquired under common conftrol transactions, are consolidated from the date of their acquisition, being the
date on which the Group obtains control, and continue to be consolidated until the date that such control ceases. The financial
statements of subsidiaries are prepared for the same reporling year as the parent Company, using consistent accounting policies. Inter-
company balances and transaciions, including unrealised profits arising from intragroup transactions, have been eliminated. Unrealised
losses are eliminated unless the transaction provides evidence of an impairment of the assets transfzired.

For business combinations involving entities under common control, the pooling of interest method is applicd. The asseis and liabilities
of the combining entities are reflected at their carrying amounts. No adjustments are made to refloet fair values, or recognise any new
assets or liabilities, at the date of the combination that would otherwise be done under the acquisition method. Vhe only adjustments that
are made are 10 harmonise accounting policies. o 'new' goodwill is recognised as a result of the combination. The only goodwill thal is
recognised Is any existing goodwill relating to the combining entities. Any difference between the consideration paid transferred and the
equity ‘acquired’ is reflected within equity. The income statement reflects the resulis of the combining entities for the full vear,
irrespective of when the combination took place.

When the Group loses control of a subsidiary, the pain or ioss on disposal recognised in profit or loss is calculated as the difference
between (i) the aggregate of the [air valuc of the consideration received and the fair value of any retained interest and (ii) the previous
carrying amount of the asscts (including goodwill), less labilities of the subsidiary and any non-controlling interests. All amounis
previously recognised in other comprehensive income in relation to that subsidiary are accounted for as if the Group had directly
disposed of the related assets or liabilitics of the subsidiary (L. reclassified o profit or loss or transferred to another category of equity
as required permitted by applicable 1FRS Accounting Standards). The faiv value of any investment retained in the foriner subsidiary at
the date when control is lost s reparded as the fair value on initial recognition for subsequent accounting under [FRS 9 Financial
Instrunients when applicable, or the cost on initial recognition of an investment in an associate or a joint venture.

Tmpuact of new International Financial Reporting Standards

The following new standards are effective for accounting periods beginning on or after 1 January 2022:

Amendments 1o IFRS 3 - reference to the conceptual framework. effoctive lor annual periods beginning on or afier | January 2022;
Amendments to LAS 16 - amendments regarding proceeds before intended usc. effective for annual periods beginning on or after 1
January 2022:;

L]

Amendments to 1AS 37 - amendments regarding onerous contracts - cost of fulfilling a contract, effective for annual periods
beginning on or after § January 2022
Annual mprovements to IFRS standards 2018 - 2020 cycle - effective for annual periods beginning on or after 1 January 2022.

The Group has assessed the impact of these standards and concluded that there is no material change to the Group's financial statements
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1. Signiflicant accounting policies {continued)
Impact of new Infernational Financial Reporting Standards {continued)

Not yet adopled
The fallowing pronguncements from the Iniernational Accounting Standards Board will become effective for future financial reporting
periods and have not yet been adopted by the NGED Group:

= Amendments ¢ JAS 1 - amendmenls in relation to the classification of liabilities as current or non-current, effective for annual
periods beginning on or after 1 January 2023;

» Amendments to 1AS 12 - amendments regarding deferred tax related to assets and Habilities arising from a single transaction, effective

for annual periods beginning on or after 1 January 2023;

Amendments to 1AS 8 - amendments regarding issuance of definition of an accounting estimate, cffective for annual periods

beginning on or after 1 January 2023;

IFRS 17 (including june 2020 amendments to TFRS 17) - Insurance Contracts, effective for annual periods beginning on or after
January 2023;

Amendments to TAS 1 and 1FRS Practice Statement 2 - Amendments in refation to disclosure of accounting policies, effective for
annual periods beginning on or after 1 January 2023,

NGED does not anticipate these standards and interpretations will have a material impact on the Group.

Business combinations and goodwill

Business combinations, other than the combination of businesses under common control, are accounted for using the acquisition
method. The identifiable assels acquired and liabilities assumed are measured al their faiv values at the acquisition date. The cost of an
acquisition is measured as the aggregate of the consideration transferred, measured at acquisition date fair value, and the amount of any
non-controlling intgrest in the acquiree. Acguisilion costs incurred are expensed and included in distribution and administration
EXpRNges.

Goodwill is initially measured as the cxcess of the aggregawe of the consideration transferred. the amount recognised for any non-
controlling interest and the acquisition-date fair values of any previously held interest in the acquiree over the fair valug of the
identifiable assets acquired and liabilities agsumed at the acquisition date.

At the acquisition date. any goodwill acquired is allocated to each of the cash-generaling units, or groups of cash-generating units.

SNDECE W 2eetl S Bu SOTImEn G 2 S IeTEes.

Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.

Foreign currencies

Transactions in forgign currencies are initially recorded in the entity’s functional currency by applying the spot exchange rate ruling at
the date of the transaction. Monetary asscts and Habilities denominated in foreign currencies are retranslated at the functional currency
rate of exchange ruling at the balance sheet date. A1l differences are taken to the income statement.

For debt not in sterling, see "Derivative financial instruments and hedging activitics” below.

Non-monetary items that are measured in terms of historical cost in a fereign currency are translated using the exchange rates as at the
dates of the initial transactions.
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L. Significant acceunting policies (continued)
Revenue recognition

Distribution Use of System ("DUsS") Revenue

The Group consists of four distribution network operators ("DNQOs") in the UK ihat earn the majority of thejr revenue from providing
distribution use of system services. The services are provided under a Distribution Connection and Use of System Agreements
("DCUSA") with their customers.

There is a single performance obligation under the DCUSA: the DNO is required to use its disiribution network to deliver electricity
from metered entry points to exit point. NGED's performance obligation of delivering electricity represents a promise to deliver a scries
of distinet services that should be accounted for as a single performance obligation. The performance obligation is satisfied over time as:

a) Customers immediately control and consume the benefits NGED provides;
b) NGED's service does not create or enhance an asset with an alternate use to NGED, and
¢) NGED has the right to payment from the cusiomer jor the service that has been provided.

NGED measures the progress of the performance obligation using the oulput method. The oulput method recognises revenue based on
the direct mcasurements of value transferred to the custemer. Accordingly NGED records revenuc on 2 monthly basis, based on the
amount of kilowatt hour ("KWH") of electricity detivered.

Revenue includes an assessment of the volume of unbilled energy distributed to customers between the date of the last meter reading
and the ycar-end.

Where revenue received or receivable exceeds the maximum amount permitted by regulatory agreement and adjustments will be made to
future prices 1o reflect this over-recovery. no lizbility is recognised as such an adjustment is to future prices and relates to the provision
of future services. Similarly no asset is recognised where a regulatory agreement permits adjustments to be made 1o future prices in
respect of an under-recovery.

Finance income
Finance revenue comprises interest receivable on funds invested. Intercst income is recognised in the income statcment as it accrues. on
an effective rate basis.

Rental income
Rental income arising from operaling leases on investment properties is accounted for on a straight line basis over the lease term.

Ingineering recharges

Engineering recharges relate to the recovery of costs incurred in relation to construction work requested by customers. such as re-rouling
of existing network assets, The performance obligation relates to compietion of work as per the terms of the contract. The consideration
received is recognised as revenue as the construction work is completed.

Customer conltributions

Contributions receivable in respect of additions 1o property, plant and equipment for new connections are freated as deferred income,
which is credited to the income statement within revenue over the estimared weighted life of the related assets of 69 years. The
performance obligation for customer contribution contracts is to provide customers with an ongeing network connection and thus is
satisfied over a period of time instead of at a peint of time. Customers immediately control and copsume the benefis NGED provides,

Other operating income and expense

Other pperating income and expense includes movements in the fair value of investment properties and gains and losses arising on the
disposal of properties by the NGED Group's property munagement business which is considered to be part of the normal recurring
operating activities of the NGED Group.

Finance costs

Finance expenses comprise interest payable on borrowings, accretion relating to inflation on index linked debt, the release of discount
on provisions, ineffectiveness on hedges and interest on pension scheme liabilities. Inferest charges are recognised in the income
statement as they accrue, on an effective rate basis.
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1. Significant accounling policies (continued)
Leases

NGRED Group as o lessee
The Group assesses whether a contract is, or contains, a lease at inceplion of the contract. A contract is, or contains, a lease if the
contract conveys the right 1o control the use of an identified asset for a period of time in exchange for consideration.

The Group recognises a right-of-use asset and a corresponding lease liability with respect to all Icase arrangements in which it is the
lessee, except for short-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets (assets with a
pirchase price of levs than £35,000%. Tur (hese leases, the Group recognises the lease payments ag an operating cxpense on a straight-line
basis over the term of the lease.

The lease liability is initially measured at the present value of the unpaid lease payments at the commencement date, discounted by using
the Group's incremental borrowing rate.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability (using the effective
inlerest method) and by reducing the carrying amount to reflect the leasc payments mads.

The Group remeasures the lcase liability (and makes a corresponding adjustment to the related right-of-use asset) whenever:

* The lease lerm has changed or there is a significant event or change in circumstances resulting in a change in the assessment of
exercise ol a purchase option, in which case the lease liability is remeasured by discounting the revised lease payments using a revised

discount rate.

* The lgase payviments change due to changes in an index or rate, in which case the lease hability is remecasured by discounting the
revised lease payments using an unchanged discount rate {(unless the lease payments change is duc 1o a change in a floating interest
rate. in which case a revised discount rate 1s uscd}.

* A lease contract is modificd and the lease modification 15 not accounted for as a scparate lease, in which case the lease [liability is
remgasarcd based on the lease term of the modified lcase by discounting the revised lease payments using a revised discount rate at

the cffective date of the modification.

The right-of-use assets comprise the initial measurement of the corresponding lease lability. less any lease incentives reecived and any
initial direct costs. They are subsequently measured al cost less accumulated depreciation and impairment losscs. Right-of-use assets are
depreciated over the shorter period of the leasc term and the uselul life of the underlying asset.

Variahle rents that do not depend on an index or ratz arc not included in the measurenent of the lease lability and the right-of-use asset.
The related payments are recognised as an expense in the income statement in the period in which the event or condition that triggers

those payments voeurs,

lLease liabilities are presented within loans and other borrowings and right-of-use asscts are presented within property plant and
equipment.

NGED Group as a lessor

Leases are classificd as finance leases whenever the lerms of the lease transfer substantially all the risks and rewards ol ownership to the
lessce. All other leases are classified as operating leases. When the Group is an intermediate lessor, it accounts for the head lease and the
sub-lease as two separale contracts The sub-leasc 1s classified as a finance or operating lease by reforence o the right-of-use asset
arising from the head lease  The Group has no finance leases.

Assels leased out under operating leases are included in property. plant and equipment and depreciated over the estimated uscful Tives.
Rental income, including the effect of lease incentives, is recognised on a straight line basis over the term of the lease. lease
lermination fees are allocated to the income statement upon termination. Initial direct costs incurred in pegotiating and arranging an
operating lease arc added to the carrving amount of the leased asset and recognised on a straight-line basis over the lease term,
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t. Significant accounting policies (continued)

Property, plant and eguipment

Property, plant and equipment is stated at cost less accumulated depreciation and impairments, Borrowing costs directly attributable to
assets under construction and which mect the recogaition eriteria in IAS 23 are capitalised as part of the cost ofthat asset.

Expenditure on electricity infrastructure assets relaling (o increases in capacity or enhancements of the network including qualifying
replacement expenditure are treated as additions. Other costs incurred in maintaining the operating capability of the netwark in
accordance with defined standards of service are expenscd in the year in which the expenditure is incurred.

Cost comprises the aggregate amount paid and the fair value of any other consideration given to acquire the asset and includes costs
directly attributable to making the asset capable of operating as intended. Employec costs incurred in implementing the capital schemes
of the NGED Group are capitalised within infrastructure assets together with the cost of materials and an appropriate proportion of
overheads.,

Contributions received towards the cost of property. plant and equipment which include low carbon network funding are included in
trade and other payables as deferred income and credited on a straighl-ling basis to the income staiement over the estimated ecanomic
useful lives of the assets to which they relate.

Depreciation is provided on all property, plant and cquipment, other than land, on a straight-line basis over its expected useful life as
follows:

Yearg

Disiribution network assets:

Owverhead lines and poles 63

Underground cables 85

Plant and machinery (transformers and switchgear) 55

Meters 3

Other ({owers and substation buildings) Upto 80
Buildings - frechold Up ta 60
Buildings - long leaschold Lpto 60
Fixtures and equipment Upto 20
Vehicles and mobile plant Upto 10

The carrying valuzs of property, plant and equipment are reviewed for impairment if events or changes in circumstances indicats the
carrying value may not be recoverable, and are written down immediately to their recoverable amount. Useful lives and residual values
are reviewed annually and where adjustments are required these are made prospectively.

An item of property, plant and equipmient 1s derccognised upon disposal or when no future economic benefits are expected to arise from
the continucd use of the asset. Any gain or loss arising on the derccognition of the asset is included in the income statement in the period
of derecogniiion

Invesfment property

Investment properties are measured lnitally at cost, including transaction costs. The carrying amount includes the cost of replacing part
of an existing investment property at the time that cost is incurred if the recognition criteria are met: and excludes the costs of day to day
servicing of an investment property. Svbsequent to injtial recognition, investment propertics are slated at fair value. which reflects
market conditions at the reporting date and the highest and best use Gains or losses anising from changes in the fair values ol investment
properties are included (o the iacome statement in the poriod In which they arise

Investment properties arc derccognised when either they have been disposed of or when the invesunent property s permanently
withdrawn from use 2nd no future economic benefit is expected from its disposal.

The difference between the net disposal proceeds and the carrying amount of the asset is recognised in the income statement in the
period of derecognition.

Yransfers are made 1o or from investment property only when there is a c¢hange in use. For a transfer from investment property fo owner
occupicd property. the decmed cost for subsequent accounting is the fair valuz at the date of change in use. If owner occupied property
becomes an investment property, the NGED Group accounts for such property in accordance with the policy stated under property, plant
and equipment up o the date of change in use.
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1. Significant accounting policies {cantinued)

Infangible assets
Intangible assets, other than goodwill, include cusiomer contracts and computer software and are statcd at the amount injtially
recognised, less accumulated amortisation and accumulated impairment losses.

Intangible assets acquired separately from a business are carricd initially at cost. The initial cost is the aggregate amount paid and the
fair value of any other consideration given to acquire the asset. An intangible asset acquired as part of a business combination is
measured at fair value at the date of acquisition and is recognised separately from goodwill if the assct is separable or arises from
contractual or other legal rights.

Intangible assets with a finite life are amortised on a straight-line basis over their expected useful lives. The expected uscful lives of
assets are reviewed on an annual basis and. il necessary. changes in useful lives are accounted for prospectivaly.

Contracts
The value recognised for custemer contracts relating to acquired telecommunications activities is amortised over 10 years. [t is subject
to an impairment test at least on an annual basis. Tt is written off if the activity is sold.

Compiter saftware

Costs directly associated with the development of computer software for intemnal use are capitalised where technical feasibility can be
demonstrated, the NGED Group is satisfied that future economic benefits will flow to the NGED Group and the cost can be separately
identified and reliably measured. Sofiware s measured initially at cost and amortised on a straight-1ine basis over its estimated useful
life. The carrying amount is reduced by any provision for impairment where necessary. The estimated useful life assigned to computer
software is up 1o five years,

Impairment of property, plant and equipment, intangible assets, and goodwill

The NGED Group assesses goodwill and intangibles with indefinite useful lives for impairment annually and other assets or groups of
asscts for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverahle,
If any such indication of impairment exists. the Group makes an estimate of the isser s recoverable amount. Individual assets are
grouped for impairment assessment purposes at the fowest level at which there are identifiable cash flows that are largely independent of
the cash flows of other groups of asscts. An asset graue’'s recoverable amount is the higher of its fair value less costs of disposal and its
value in use. Where the carrying amount of an asset group excceds its recoverable amount, the asset group is considered impaired and is
written down to its recoverable amount.

The busincss plan, which is approved on an annual basis by senior management. is the primary source of information for the
determination ol value in use. In assessing value in use, the estimated future cash flows arc adjusted for the risks specific to the asset
group and are discounted to their present valuc using a pre-tax discount rate that reflects current market assessments of the lime value of
maneay.

Fair value less costs of disposal is the price that would be received to sell the asset in an orderly transaction between market participants
and does not reflect the effects of factors that may be specific to the entity and not applicable to entilies in general. For acquisition
purposes, the valuc of a regulated DNO s usually seen as the RAV plus a premium. The premium tekes into consideration NGED's
performance and any recent market transactions.

An assessment is made ar each reporting date as 1o whether there iz any indication that previously recognised impainment losses may no
longer exist or may have decreased. If such an indication exists, the recoverable amount is estimaled. A previously recognised
impairment loss i3 reversed only if there has been a change in the estimales used to determing the aswer’s recoverable amount since the
last impairment loss was recognised. 1f thal is the case, the carrying amount of the asset is increased to ifs recoverable amount. That
increased amount cannot exceed the carrying amount that would have been determined. net of depreciation, had no impairment loss been
recogniscd for the asset in prior years. Such reversal is recognised in profit or loss. After such a reversal, the deprociation charge is
adjusted 1n future periods to allocate the isger’s revised carrying amount, less any residual value, on a syslematic basis over its
remaining useful life,

Goodwill is reviewed [or impairment annually or more frequently if events or chanpes in circumstances indicate the recoverable amount
of the group of cash-generating units ("CGUs") 1o which the goodwill relates should be assessed. In asssssing whether goodwill has
been impairad, the carrying amecunt of the group of CGUs (including goodwill) is compared with their recoverable amount. The
recoverable amount of a group of CGUs to which goodwill is allocated is the higher of value in use and fair value less costs of disposal.
Where the recoverable amount of the group of CGUs to which goodwill has been allocated is less than the carrying amount, an
impairment loss is recognised. An impalrment Joss recognised for goodwill is not reversed i a subsequent peried.
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1. Significant accounting policies (continued)

Impairment of property, plant and equipment, intangible assets, and goodwill (continued)

‘The NGED Group records ail assets and liabilities acquired in purchase acquisitions, including goadwill, at fair value. Goodwill is not
amortised but is subject, at a minimum, to annual tests for impairment. The initial goodwill recorded and subsequent impairment
analysis require mapagement fo make subjective judgements concerning the recoverable amount of cash-generating units. specifically in
relation to cash flows, discount rate and estimated fair valuc less cost to dispose. At 31 March 2023, the carrying value of goodwil!
amounted to £1,254.1m (2022: £1,254.1m).

ITnventories

lnventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average method and includes
expenditure incurred in acquiring the inventories and bringing them to their existing location and condition. It excludes borrowing
cOsts.

Taxation

The income tax expense (or credit) for the period comprises current and deferred tax. Income tax is recognised in the income statement
unless it relates to an item that has becn recognised in other comprehensive income, in which case it is also recognised in other
comprehensive income.

Current tax is measurcd at the amount expected to be payable {or recoverable} in respect of the taxable profit (or loss) for the period
based on tax rates and laws that have been enacted or substantively enacted at the balance sheet date. This includes UK corporation tax
payable to HM Revenue & Customs ("HMRC") and amouats payable to (or receivable from) other UK Group companies for losses and
other amounts transferred between them ("group relief™).

A provision is recognised for those matiers for which the tax determination is uncertain but it is considered probable that there will be a
future outflow of funds to HMRC. The provisions are measured at the best estimate of the amount expected to become payable. The
assessment is based on the judgement of 1ax professionals within the Group supported by previous experience in respect of such
activities and in certain cases based on specialist independent tax advice.

Deferred tax is the tax expected to be payable {or recoverable) in future periods due to differences between the time when profits and
losses arc recognised in the (inancial statements and the tme when those profits and losses are included in tax returns filed with [IMRC,
These temporary differences arise in the carrent period and then reverse in future periods. The temporary differences are calculated by
comparing the carrying vatue of assets and liabilities at the balance shest date with their corrcsponding lax bases included in tax returns.

Deferred tax is recognised on ali temporary differences except:

= where the temporary difference arises from the initial recognition of goodwill or of an asset or liability in a ransaction that is not a
business combination that at the time of the transaction affects neither accounting nur laxable profit or loss;

= in respect of mxable temporary differences associated with investments in subsidiaries. associates and joint ventures. where the timing
of the reversal of the temporary differences can be controlied and it is probable that the temporary differences will not reverse in the
foresesable future; and

= deferred tax assets are recognised only to the extent that it is probable that taxable profit will be available against which the asset may
be recovered.

Deferred tax is measured on an undiseounwed basis at the tax rates that are cxpected to apply in the perieds when the temporary
differences will reverse based on tax rates and laws that have been enacted or substantively enacted at the balance shect date. Deferred
tax assets and liabilities are offszt only to the extent permitied by tax legislation

Pension benefits

The NGED Group operates four dofined bensfit pension plans, all of which require contributions to be made to separately administered
funds. The larger plans are the two unitised sections of the industry-wide Electricity Supply Pension Scheme ("ESPST). The ESPS
scheme is. with very limited exception, closed to new members. A defined contribution plan is offered to new employees. The final two
plans, which arc also closed to new members and have no active employces. are the Western Power Utilities Pension Scheme
("WPUPS ) and the much smaller Infralec 1962 Scherme. NGED also has an unfunded obligation which relates o previous executives of
NGED East Midlands, NGED West Midlandz and NGED South Wales.
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1. Significant accounting policics (continued)

Pension benefits (continued)

The cost of providing benefits under the defined benefit plans is defermined separately for each plan using the projected unit credit
method, which attributes entitlement to benefits to the current period (to determine current service cost) and to the current and prior
periods (to determine the present value of defined benefit obligation) and is based on actuarial advice. Past service costs, resulling from
cither a plan amendment or a curtailment (a reduction in future obligations as a resull of a material reduction in the plan membership),
are recognised immediately when the NGED Group becomes committed to a change. The current service cost (including administration
c0sts) is allocated to the income statement or capital expenditure as appropriate.

INet intoresl expense related 10 pension benefits represents the net change in the present value of plan obligations and the value of plan
asscts resulting from the passage of time, and is determined by applying the discount rate to the present value of the benefit abligation at
the start of the year and to the fair value of plan assets at the starl of the year, taking inlo account expected changes in the obligation or
plan assets during the year. Net interest expense relaling 1o pension benefits is recognised in the income statement.

Remeasurements of the net deflined benefit lisbility or assct, comprising acluarial gains or losses, and the return on plan assets
(excluding amounts included in net inlerest described above) are recognised within other comprehensive income in the period in which
they occur.

The retircment benefit obligation or assct recognised in the balance sheet represents the deficit or surplus in the NGED Group's defined
benefit pensian plan. Surplus or deficit comprises the total of the present value of the defined benefit obligation (using a discount rate
based on high quality carporate bonds). less the fair value of plan assets out of which the obligations arc to be settled directly. Fair
value is based on market price information and in the case of quoled securitics is the publishad bid price. Any surplus resulting from this
calculation is limited to the present value of any economic benefits available in the form of a reduction in future contributions to the
schemes.

Contributions to delined contribution schemes are recognised in the income statement or capital expenditure as appropriate in the year
in which they become payable.

Share-based payments

Equity-settied share-based payments to employees are measured at the fair value of the equity instrument at the grant date. The fair value
excludes the cffect of non-market vesting conditions. The fair value determined at the grant date of the equity-settled share-based
payments is expensed on a straight line basis over the vesting period. based on the Company's estimate of the number of equity
instruments that will eventually vest. At each reporting date, the Company revises its estimate of the number of equity instruments
expected to vest as a result of the effect of non-market based vesting conditions. The impact of the revision of the original estimates, if
any, is recoghised in the profit and loss such that the cumulative expense reflects the revised estimate. with a corresponding adjustment
10 reserves.

Provisions

A provision is recognised when the NGED Group has a legal or constructive obligation as a rcsult of a past event; it is probable that an
outflow of economic benetits will be required to settle the obligation; and a reliable estimate can be made of the amount of the
obligation. 1f the effcet is material, expecled [uture cash flows are discounted using a current pre-tax rate that reflects, where
appropriate, the risks specific to the liability,

Dividend distribution
Dividend distribution to the Company's sharcholder is recognised as a liability in the NGED Group's financial statements in the year in
which the dividends are approved by the Company's directors.

Financial assets

Financial assets are classified as debt instruments at amortised cost: debt instruments at fair value through other comprehensive income
("FVOCI™) financial asscts at fair value through profit and loss ("FVTPL"); derivatives designated as hedging instruments in an
effective hedge; or as equity instruments designated at FVOCL, as appropriate. Financial assets include cash at bank and in hand, irade
and other rteceivables, investments al amortised cost, and derivative financial instruments. The NGED Group determines the
classiftcation of its fnancial asscts at initial recognition. Financial assets are recognised initially at fair value, normally being the
transaction price plus, in the case of financial assets not at fair value through profit or loss, directly attributable transaction costs. For
financial assets at FVTPL, transaction costs are immediately recognised in the income stalement. The subsequent measuremcent of
financial assets depends on their classification, as follows:
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1. Significant accounting policies {continued)
Financial assets (continued)

Debt instrumenis at amortised cost

Debt instruments that meef the hold-to-collect business model test and sole payment principal and interest ("SPP1") contractual cash
flow test are carried at amortised cost using the effective interest method, il the time value of money is significant. Gains and losses are
recognised in income when the debt instruments ave derecognised or impaired, as well as through the amortisation process. This
category of financial assets includes cash at bank and in hand excluding the short term deposits, trade and other receivables insluding
acerued income and loan receivable.

Financial gssets at FVTPL

Financial assets at FVTPL are carried on the balance sheet at fair value with gains or losses recognised in the income statement. Short
term deposits are included in this category. Short term deposits are highly liquid short term investments that are readily convertibie to
known amounts of cash and are subject lo insignificant risk of changes in value.

Fingncial assets ar FYOCT

Financizl assets at FVOC!, that meet the sole payment principal and interest {"SPP") contractual cash flow test and the objective of the
group is achieved both by collecting contractual cash tflows and sclling financial assets, are carried on the balance shect at fair value with
gains or losses recognised in other comprehensive income, This category of Mnancial assels include derivatives designated as hedging,
instruments in an effective cash flow hedge.

Derivatives designated as hedging instruments in an effective hedge
These derivalives are carried on the balance sheet at [air valuc. The treatment of gains and losses arising from revaluation is described
below in the accounting policy for derivative financial instruments and hedging activities.

Derecognition of financial assets

The Group derecognises a financial assef only when the contractual rights to the cash flows from the asset expire, or when it transfors
the financial asset and substantially all ihe risks and rewards of ownership of the asset to another entity, 17 the Group neither transfers
nor retaing substantially atl the risks and rewards of ownership and continues to control the transferred asset, the Group recognises its
retained interest in the asset and an associated liability for amounts it may have to pay. 1§ the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset. the Group continues to recognise the (inancial asset and also recognises a
collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asser’s carrying amount and the sum of the
consideration reccived and reccivable is recognised in profit or loss, In addition, on derecognition of an investment in a debt instrument
classified as at FVOCI, the cumulative galn or loss previously accumulated in (he invesiments revaluation reserve is reclassified to profit
or {oss.

Impairment of financial assels
NGED recognises impairment on financial assets following the expected credit loss ("ECLY) model in IFRS 9.

Critical to the determination of BCL is the definftion of default. The definition of default is used in measuring the amount of LCL, as
default is a component of the probability of default (“PI}") which affects the measurements of ECLs. NGED constitutes the following as

an event of default,

£i} Borrower 1 past due by moee tran 90 dayvs on any materal oredit obligation ta the Growp! or
3 > . g i’
iy Borrower is unlikely to pay its credit abhgation to the Group in full

NGED has the foliowing financial assets not measured at FVTPL that are subject o ECL:
Tracts and other receivables including accrued income

NGED applies the IFRS 9 simplifisd approach to measuring cxpected credit losses which uses a lifetime expocted loss allowance for all
receivables. Lifetime ECLs resub from all possible default events over the Jife of financial instruments.
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1. Significant accounting policies (conlinued)
Impairment of financial assels (continued)

Trade and other receivables including accrued income (continued)

To measure the expected credit losses, frade and other receivables have been grouped based on shared risk characteristics and the days
past due. Acerued income is effectively a receivable as well for the purposes of the expected credit loss model since it is unbilled only
because a passage of time is required. NGED has therefore concluded that expected loss rates for irade receivables are a reasonable
appreximation of the loss rates for accrued income as well.

‘Ihe expected credit loss rates are primarily based on historical credit losses experienced. The historical loss rates are then adjusted for
forward locking information on macroeconomic factors affecting the customer's ability to pay. The general economic trends and
conditions impact the customers ability to pay. Another key factor to consider is the liquidity and overall financial position of the key
electricity suppliers.

Trade and other receivables are written off when there is no reasonable expectation of recovery. Indicators that there is no reasonable
expectation of recovery include, amongst others, liquidation of the debtors, the failurc of the debtor 1o engage in a repayment plan, and a
failure to make payments for a period greater than 120 days past due.

Loan receivable
Loan receivable is subject to the impairment requirements of TFRS 9 but the impairment loss on this is deemed immaterial since this has
an insignificant risk of change in value.

Cash at bank and in hand

This comprises c¢ash at bank, in hand and short term deposits. Since short term deposits are FVTPEL, they are not subject to the
impairment requirements of IFRS 9. Whercas cash at bank and in hand is subject to the impairment requirements of [FRS 9 but the
impairment loss on these is deemed immaterial since they have an insignificant risk of change in value,

Cash and cash equivalents

In the consolidated cash flow statement and related notes, cash and cash equivalents includes cash at bank and in hand and short term
deposits which are readily convertible into known amounts of cash and have a maturity of threc months or less and which are subject to
an insignificant risk of change in valuc, net of any bank overdrafts which are payable on demand.

Financial liabilifies

Financial liabilitics are classified as financial liabilitics at FV'TPT; or as financial liabilities measurcd at amortised cost, as appropriate,
Financial liabilities include trade and other payables including accruals and loans and other borrowings. The NGED Group determines
the classification of its financial liabilitics at initial recognition, The measurement of financial liabilities depends on their classification,
as follows:

Financial liabitities measured at amortised cost
All financial liabilities are initiafly recognised at fair value. For interest-bearing loans and borrowings this is the fair value of the
proceeds received net of issue costs associated with the borrowing.

After initial recognition, financial liabilities are subsequently measured at amortised cost. Amorlised cost is calculated by taking into
account any issue costs, and any discount or premium on settlement. Gains and losses arising on the repurchase, settlement or

cancellation of liabilities are recognised respectively in interest and other income and finance costs.

This category of financial liabilities includes trade and other payables (excluding prepayments. deferred income and deferred
contributions) and loans and other borrowings.
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1. Significant accounting policies (continued)

Derecognition of financial liabilifies

The Group derecognises financial liabilities when, and only when, the e’ obligations are discharged, cancelled or have expired.
The difference between the carrying amount of the financial liability derccognised and the consideration paid and payvable is recognised
in profit or ioss.

When the Group exchanges with the existing lender one debt instrument into another one with the substantially different terms, such
exchange ig accounied for as an cxtinguishment of the original financial liability and the recognition of a new financial liability.
Similarly. the Group accounts for substantial medification of terms of an existing liability or part of it as an extinguishment of the
original financial Tiability and the recognition of a new liability. Tt is assumed that the terms are substantially different if the discounted
present value of the cash flows under the new terms, including any fees paid net of any fees received and discounted using the original
effective rate is at least 10 per cent different from the discounted present value of the remaining cash flows of the original financial
liability.

If the modification is not substantial, the difference between the carrying amount ¢of the liability before the modification and the present
value of the cash flows after modification is recognised in profit or loss as the modification gain or loss within other operating income
and expenses,

Derivative financial instruments and hedging activities

The NGOED Group uses derivative financial instrumenis such as forward currency contracts and interest rate swaps to hedge its risks
associated with foreign currency and interest rate fluctuations. Derivative financial instruments are initially recognised at fair value on
the date on which a derivative contract is entered into and are subsequently remeasured at fair value. Derivatives are carricd as asscts
when the fair value is positive and as liabilities when the fair value is ncgative.

The fair value of derivalive financial instruments is calculated by taking the present value of future cash flows, primarily incorporating
market observable inputs. “the various inputs include foreign exchange spot and forward rates, yield curves of the respective currencies.
currency basis spreads belween the respective currencies, intorest rate and inflation curves, the forward rate curves of underlying
commuodities, and for those positions that are not fully cash collateralised, the credit quality of the counterpartics.

Giains or losses arising from changes in the fair value of derivatives that are not designated as effective hedging instruments arc
recognised in the income stalement, For the purpose of hedge accounting. hedges are classified as:

* Cash flow hedges when hedging exposure to variability in cash flows that is either attributuble to a particular risk agsociated with a
recogniscd asset or Lability or a highly probable forecast transaciion: or

¥ Fair valug hedges when hedging the exposure 1o changes in the fair value of a recognised asset or lability or an unrccognised firm
commilment,

Hedge relationships are formally designated and documented at inception. together with the risk munagement objective and strategy for
undertaking the hedge. The decumentation includes identification of the hedging instrument. the hedged item or transaction. the nature
of the risk being hedged, and how the entity will assess the hedging instrument effectiveness in offselting the exposure to changes in the
hedged xett s fair vatues or cash flows attributable 1o the hedged risk. Such hedges meet the hedge cffectivencss requirements within
{FRS 9. Hedae accounting is discontinued when a hedging relationship no longer qualifies (or hedge accounting. [ledges meeting the
criteria for hedge accounting are accountad for as (ollows:

Cash flow hedges
For cash flow hedges, thz effective portion of the gain or loss on the hedging instrument is recognised dircetly ag other comprehensive
income in the net uarealised gains reserve, while the ineffective portion is recognised in the income statement as remeasurements within
finance cost or incnme, Amounts taken t¢ other comprehensive income arc wansferred to the income statement when the hedged

transaction affects the income statement. such as when a forecast sale or purchase ocours Where the hedged item is the cost of a non-

financial azzet or liability, the amouns taken to equity are transferred to the initial carying amount of the non-financial asset or liability.

1f a forecast tranzacion iz no longer expected to occur, amounts previeusly recognised in equity ars transferred to the income statement.
If the hedging instrument expires or 13 sold. terminated or exgrcized without replecement or rollover, or i its designation as a hedge 13
revoked, amounts previously recognised in other comprehensive income remain in squity until the forecast transaction occurs and are
transferred to the income statement or to the initial carrving amount of a non-financial asset or liability as above. If the related
transaction is not expected to oceur. the amount i3 taken to the income statenient.

Fair value hedges

Changes in the fair value of the derivative and changes in the fair value of the hedged item in relation 1o the risk being hedged are both
adjusted un the balance shect and offset in the income statement 1o the extent the fair value hedge is effective, with the residual
diffzrence remaining as ineffectiveness.
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Notes to the National Grid Electricity Distribution ple (formerly Western Power Distribution plc) consolidated linancial
statements (continued)
For the vear ended 31 March 2023

1. Significant accounting policies (continued)

Fair value measurement

Fair value is the price that would be received to sgll an asset or paid to transfer a liability in an orderly transaction between market
participants. The Group categorisss assels and liabilities measured at fair value into one of three levels depending on the ability to
observe inputs employed in their measyrement, Level 1 inputs are quoeled prices in active markets for identical assets or liabilities, Level
2 inputs arc inputs that are ohservable, either directly or indirectly, other than quoted prices included within Level | for the asset or
liability. Level 3 inputs are unobservable inputs for the asset or liability reflecting significant modifications to observable related market

durz or e WOED Sroun s sssursonons aboer rein oraTREr TartCinans

Offsetting of financial ussets and liabilifies

Financial assets and liabilities arc presented gross in the balance sheet unless both of the following crileria arc met: the Group currently
has a legally crnforceable right to set off the recognised amounts; and the Group intends to cither settle on a net basis or realise the asset
and settle the lability simultancously. A right of set off is the Graug’s legal right to settle an amount payable to a creditor by applying
against it an amount receivable from the same counterparty. The relevant legal jurisdiction and laws applicable to the relationships
between the parties are considered when assessing whether a eurrent legally enforceable right io sct off exists.

Borrowing costs

Botrowing costs directly attributable to the acquisition, construction or preduction of an asset that necessarily take a substantial period
ol time to get rcady for its intended use or sale arc capitalised as part of the cost of the respective assets. All other borrowing costs are
expensed in the period in which they occur. Borrowing costs consist of interest and other costs that an entity incurs i connection with
the borrowing of funds.

Share capital
Ordinary shares are classified as equity and are recorded at the par value of procecds received, net of direet issue costs. Where shares
are issued above par value, the proceeds in excess of par value are recorded in the share premium account.

Merger reserve
A merger reserve is recorded as a result of the application of the "pooting of interests” basis of consolidation for the reorganisation of
entities under common control.

2. Critical accounting judgements and key sources of estimation uncertainty

it the application of the <’ 3 accounting pelicies, which are described in Note 1, the directors are required 1o make judgements
(other than those Involving estimates) that have a sigmificant impact on the amounts recognised and to make estimates and assumptions
about the carrying amounls of asscts and liabilities that are net rcadily apparent {ron: other sources. The cstimates and associated
assumptions are bascd on historical experience and other factors that are considered to be relevant. Actual resulls may differ from these
estimaies.

The estimates and underlying assumptions arc reviewsd on an ongoing basis. Revisions (o accounting estimates are rccognised in the
period in which the estimate is revised if the revision affects only that period, or in the period of the revision and lulure periods if the
reviston affects both cunent und fulure periods.

The key assumptions concerning the future, and other key scurces of estimation uncertainly at the balance sheet date. that have a
significant risk of causing a material adjustment 1o the carrying amounts of asscts and liabilities within the next financial year, are
discussed below,

Critical judgements in applying the Group's accounting policies
The following are the critical judgements. apart from those involving estimations (which are dealt with separatcly below). that the
direciors have mads in the process of applying the Group's accounting policies and that have the most significant elfect on the amounts

recognised in the financial statements.

Capitalisation of overheads - Nature of costs capitalised

Amounts capitalised as network assets include indirect costs associated with the engineering department and an element of corporate
overhead costs. The casts are initially expensed to the income slatement with a portion being capitalised based on management's
assessment of the costs incurred that are dircetly linked to the capital work performed. The nature of costs to be included for
capitalisation is a key judgement and is based on an analysis of the activities directly attributable to capital work,
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2. Critical accounting judgements and key sources of estimation uncertainty {continued)

Key sources of estimation unceriainty

The key assumptions concerning the future, and other key sources of estimation uncertainty al the reporting period that may have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year. are
discussed below.

Capitalisation of overheads - capitalisation rate
Amounts capitalised as network assets include indirect costs associated with the cngineering department and an element of corporate
overhiead costs. The costs are initially expensed to the income statement with a portion being capitalised using an appropriate rate.

The capitalisation rate is based on an analysis of wtal costs or total labour costs, as appropriate, split between capital and expense. The
rate is revicwed in detail annually and a reasonableness test is performed in light of total capital spend during the year.

‘Fhe total amount of overheads capitalised to property, plant and equipment at 31 Aarch 2023 is £101.7m ¢2022: £88.1m). Information
on sensitivity 1o the rate is as below:

2023 2022
Income Income
statement stafement
(before tax)  (before tax)
+/- £m - £
Change in rate +- 1% 1.6 1.4
Change in rate * /- 3% 7.8 7.2

FPension obligations

The NGED Group has a commitment to pay pension benefits. The costs of these benefits and the prosent value of the NGED Group's
pension liabilities depend on such Faclors as the life expeclancy of the members, the salary progression of current employees which is
based on inflation rate and the discount rate at which the future pension payments are discounted. Advice is taken from independent
acluaries relating to the appropriatencss of the key assumptions applied, including life expectancy, expected salary and pension
increases. and inflation. Based on advice from external actuarics. the Company uses estimates for all these [actors in determining the
pension costs and liabilities incorporatzd in the Ninancial statements. The assumptions reflect historicat experiznee and management’s
Judgement regarding future expectations.

See Note 26 for further details and information on sensitivitics,

G iil

The NGED Group records all assets and liabilities acquired in purchase acquisitions. including goodwill. at fair value. Goodwill is not
amortised but is subject, at a minimum, to anuual tests for impairment. Following the assessment of the recoverable amount on @ value
in use basis for the East Midlands, West Midlands and South Wales, to which goodwill of £318.8m, £614.4m and £120.9m has been
allocated respectively, the directars consider the recoverable amount to be most szasitive o pre-tax discount rate of 5.52%, 5.63% and
3 379% for Bast Midlands, West Midlands and South Wales respectively and the assumed terminat value multiple of 37 3% applicd to the
RAN on the assumed exit date at 31 March 2030,

The scnsitivity analysis i respect of the recoverable amounts of the CGUs are presentad in Notg 14
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3. Operating segment information

The NGLD Zraug ; operating segments are those used internally by the Board of Directors to run the business, allocate resources and
make strategic docisions. The NGED Jemue’s reportable scgments arc the regulated distribution of electricity in the South West, East
Midlands and West Midlands of Tngland and South Wales, and other businesses. Distribution involves the delivery of eleciricity across
the NGED Group's distribution network. Other businesses relate to non-regulated activities including telecommunications, property
managetent and helicopter operations which principally support the main business.

The accounting policics of the opcrating segments are the same as those described in the summary of significant accounting policies.

Management monilnrs the operating results of its business units separately for the purpose of making decisions about resource allocation
and performance assessment. Scgment performance is evaluated based on operating profit or loss on the same basis as in the
consolidated financial statements. However, NGED Group financing (including financs costs and finance income) and income taxcs are
managed on a group basis and arc not allocated to operating segmenis.

Transfer prices between operating segments are on an arm's length basis in a manner similar to transactions with third parties. Segment
revenue, ssgment expense and segment resulls include transfers between business segments. Those wmansfers are eliminated on
consolidation.

Analysis of revenuc, operating profit, and assets and liabilities by segment is provided below. Substantially all revenues and profit
before tax arise from operations within the UK.

a) Revenues Total revenuc Inter-segment revenue LExternal revenue
2023 2022 2023 2022 2023 2022
£m Lm £m Lm £m £m

Distribution network systems

South Wesl 447.4 410.3 (£.3) (0.6) 446.1 406.7
South Wales 304.3 273.8 (0.3) (0.3) 304.0 273.5
East Midlands 666.0 579.3 (0.6) (0.6) 665.4 3787
West Midlands 670.0 599.0 (1.3) (0.3) 669.7 598.7
2,087.7 1.862.4 (2.5) (1.8) 2,085.2 1.860.6
Other businesses 483 61.9 (37.0) (36.3) 11.3 254
2,136.0 1.924.3 (39.5) (38.3) 2,096.5 1.886.0

infermation aboul major customers

Revenues from the NGED Group's largest five customers amounted to £337.9m, £330.1m, £257.9m, £160.9m and £138. 1m (2022:
£293.4m, £272.2m, £260.5m, £127.0m and £125.8m) arising from sales reported across the South West, South Wales, Fast Midlands
and West Midlands segments.

~J
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3. Operating segment information (continued)

b) Segment protit

2023 2022
£m £m
Distribution network systems
South West 209.6 224 4
South Wales 141.3 152.3
Fast Midlands 341.9 346.1
West Midlands 340.8 346.7
1,033.6 1.069.35
Other businesses 14.3 155
Corporate and unallocated(i) (20.0) (26.2)
Operating profil 1,027.9 1,038.8
Finance revenue 19.6 0.2
Finance costs (399.4) {3183)
Net finance income relaling to pensions and other post-retirement benefits 333 6.2
Profit before tax 681.4 746.9
Taxation
South Wesl (28.9) (82.8)
South Wales 24.7) {61.6)
East Midlands 47.7) (121.3)
West Midlands {54.5) {125.4)
Other businesses 10.6 17.5
(145.2) (373.6)
FProfit for the year attributable to equity holders of the parent 536.2 3733
(1} Corporate and unatlocated compriscs primarily current service pension costs (net of capitalisation).
c) Assets, liabilities, and capital ex penditure
Segment assets (i) Sezment liabilities (ii) Capital expenditure (iii)
2023 2022 2023 2022 2023 2022
£m £m £m £m £m £m
Distribution network systems
South West 3,638.9 3,420.5 792.2 748.8 301.3 2441
South Wales 2,5337.4 2,412.9 538.8 5147 178.3 161.6
last Midiands 5,722.8 3,403.0 1,342.8 1,258.3 378.0 3393
West Midlands 5,349.8 3,081.8 939.0 8953 358.7 334.4
17,248.9 16,318.2 3,632.8 34173 1,216.3 1.079.4
Other businesses 3042 1953 44.3 392 4.0 4.0
Corporate and unallecated 625.0 1,523.2 8,249.3 8,223.5 (0.6) (6.4)
18,1781 18,0367 11,926.6 11.680.0 1,219.7 1.077.0

(1) Segment assets consist of property, plant and equipment, investment properties. goodwill, other intangible assets, inventories,
receivables and cash. Corporate and unallocated assets includes loan to related party. derivative financial instruments, pension assets
and deposits (including deposits classified as cash).

{it) Segment liabilities consist of deferred customer contributions and operating liabilitics. Corporate and unallocated liabilities includes
current taxation, corparate borrowings, derivative financial instruments and deferred taxation.

(i1} Capital expenditure consists of additions to property, plant and equipment. intangible gssets and invesiment properties.
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3. Operating segment infermation {continued)

dj Depreciation and amertisation

Depreciation on
property, piant and

Amortisation of
intangible assets (Note

cquipment (Note 12) 14)
2023 2022 2023 2022
im Im £m £m
Distribution network systems
South West 73.4 68.9 4.7 4.4
South Wales 50.2 477 1.3 1.0
Fast Midlands 103.0 97.6 2.5 21
West Midlands 95.5 90.5 2.3 19
322.1 304.7 10.8 9.4
Other businesscs (8.5) 0.4 (0.1) -
321.6 303, 10.7 G4
L.ess: recapitalised to property, plant and equipment (33.3) 34.5 (7.4) (6.3)
Charged to consolidated income statement 286.3 271.0 33 31
4. Revenues
2023 2022
£m £m
Revenue Mrom customer contracts 2,119.2 1,911.6
Lease income 16.8 12.7
Total revenue 2,136.0 1,924.3
The following table shows revenues from contracts with customers disaggregated by customer class:
2023 2022
£m £m
[icensed energy supplicrs - DNO 1,946.1 1,697.6
Other customers - DNQ 141.6 P64 R
Other businesses custoners 31.5 49.2
2,119.2 1.911.6

The licensed energy supplier revenue forms the majority of the external revenue of distribution network systems as disclosed in the Note

3 (a).

Nctwork assets with a net book value ol £13.1bn {2022 £14 3bn) are used to fulfil the contract with customers {(refer to note 12},

5. Operating costs

NGED Group operating costs can be analysed as follows: 2023 2022
£m £m

Employes benefit expense (Note 8) 167.1 1657
Depreciation of property, plant and equipment 286.3 271.0
Property taxcs 95.8 97.9
[Last Resort Supply Payment ("LRSP") claims* 272.2 9.6
Other operating charges** 258.2 2859
1,079.6 8301
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statements (continued)
For the year ended 31 March 2023

5. Operaling costs (continued)

* When a supplier fails, Ofgem ensures continuily of supply to the failed simpier’s customers by appointing a Supplier of Last Resort
Sl R to supply the failed summiier s customers at short notice. The SolLR may then recover certain costs from the DNOs via a LRSP
claim. These LRSP claim costs are recovered by the Group via its DUoS charges. The amount recavered during the current year is
£261.8m and the balancing claims will be recovered during the year ending 31 March 2024,

** Other operating charges includes costs in relation to engineering recharges. National Grid exit charges (charges levied by National
Grid Electricity Transmission for connection to the electricity transmisgion system), trec cutting. inspections and maintenance and

wayleaves, as well as other overheads incurred.

NGED Group operating profit is stated after charging the following items:

2023 2022

£m £m

Employee benefit expensc (Note 8) 167.1 165.7

Depreciation of property. plant and equipment (i) 286.3 271.0

Amortisation of intangibles (ii) 3.3 3.1
Rent expense (11i):

Plant, machinery and equipment 13.2 12.8

Land and buiidings 0.6 0.6

Research expenditure (iv) 0.2 0.2

Nt other operating expenses {Note 6) 11.0 29

(1) Depreciation of property, plant and equipment is stated net of depreciation capitalised of £35.1m (2022: £34.1m) in respecet of
equipment consumed during the construction of the slectricity network. 1t also includes depreciation of right-of-use-assets amounting 1o
£2.2m (2022: £1.5m).

(i1} Amortisation of intangibles is stated nct of amortisation capitalised of L7 .4m (2022 £6.3m) in respect of software consumed during
the construction of the electricity network.

(i) Rent expense comprises of short term and low value leases (refer to note 19).

(iv) Research cosls above exclude expenditure on Low Carbon Network and Nenwork Innovation Allowance projects which is
capitalised together with associated funding received.

Services provided by the NGED Group's auditor
During the year the NGED Group obtained the following services from the Company's auditer and its assoclates:

2023 2022
£m £m
Audit fees
Annual audit of the Company and consolidated financial slalements 0.1 0.3
Audit of subsidiary companics 0.8 7
Other audit related services 0.4 0.3
1.3 1.3
~Non-audit fees
Audit refated assurance services - -
Total fees within operating costs * 1.3 1.3

* Total audit fees in 2022 include £0.1m in relation w the prior year UK statutory audit
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6. Other operating income and expense

2023 2022
£m Lm
Other operating incnme
(Gain on dispesal of subsidiary* 12.0 -
Net gain on disposal of properly, plant and equipment 1.6 i.1
Increase in fair value of investment properties 0.1 2.7
Encome from fixed asset investments 1.7 0.1
15.4 3.
Other operating expense
Keduction in fair value of investment properties (4.4) (1.0)
Net other operating income 11.0 2.9

* Gain on disposal of subsidiary pertains to the sale of WPD Smart Metering Limited, a former subsidiary of the Group. The sale
conciuded on 1 June 2022, The sale procecds amounted 1o £19.6m and the nel asset value of the subsidiary on the date of dispasal wvas
£7.6m, resulting in £12.0m gain ou disposal.

/. Net finance costs 2023 2022
£m £m

Finance income

Interest on bank deposits 1.3 01
Interest on loans to NG affiliate 12.3 0.1
Remeasurements gain (i) 6.0 -
Total finance income 19.6 0.2

Finance costs

Interest payable on bank loans and overdrafts (2.2) 3.5)
Interest payable on other loans (391.8) (318.1)
Interest payable on loans from NG affiliate (16.2) (1.9
Interest payable on lease liabilities (0.5} (0.3
Less: inferest capilalised (i) 11.3 3.5
‘Fotal finance cosis (3958.4) (318.3)
Net finance costs (375.8) (318.1)

(i} Remeasurements gain pertains to an unrealised net gain on derivatives designated as hedges, to the extent that the haedge is not fully
effective or to other components such as credit spread that are not part of designated hedge risk. This includes net foreign exchange loss
on the borrowings of £20.0m (2022: £7.2m) offsct by foreign exchange gain and losses on the fair value of derivativas.

(i) Interest in 2023 was capilalised at a rate of 5.1% (2022 2.89%), based on the yield on the Group's borrowings.

8. Employec benefit expense

FEmployce benefit expense, including dircetors' remuneration, was as follows:

2023 2022

£m Em

Wages and salaries 4022 3782
Social security costs 50.3 452
Pension costs 66.2 §2.5
518.7 505.9

less: amounts capitaliscd as part of property. plant and equipment (351.6) (340.2)
Charged o the income statement 167.1 165.7
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8. Employee benelit expense (continued)

Therc are no personnel, other than the directors, who as key management have authority and responsibility for planning, directing and
controlling the activities, directly or indirectly, of the NGED Group.

The average number of employees during the financial year {including directors) analysed by activity was:

2023 2022

Number Number

Electricity distribution 0,549 6.466
Onher activities 118 166
6,667 6.632

Employee costs in the year were capitaliscd at a rate of 69.0% (2022: 69.0%).
9. Directors' emoluments

The service contracts for the executive directors are with NGED Sovth West. However, the emoluments detail given in this note
represents fofal emoluments of the directors for all services provided to NGED companies as a whole. The total costs below are
apportioned between NGED South Wales, NGED South West, NGED West Midiands and NGED East Midlands.

Highest paid director Total
NGED Group 2023 2022 2023 2022
£000 LO00 £000 £000
The emoluments of the executive duectors comprised:
Basc salary (nofe 1) 475 463 1,279 {1372
Performance dependent bonus (note ii) 681 1.411 1,774 3,288
Termination benefits {note i) 5,453 - 8,703
Peusion compensation allowance (nate 1v) 247 271 522 736
Sub-total directors’ remuncration 6,857 2,143 12,278 5,396
f.ong term incentive plan (note v) - 1.285 155 2,739
Fees to the independent non executive directors (note vi) - - 100 100
6.857 3.430 12,534 8.235

(i} Base salary also includes benefits in kind.

(i} The amount of the annual bonus is based on NGED's financial performance, the reliability of the eleetricity network, and other
factors. 2023 includes retention award payments and 2022 includes a transition incentive payment in relation 1o the announcement and
the completion of the sale of the WPID Group to National Grid ple on 14 June 2021,

{ill) Termination benefits were made 10 respect of Lo exscutive directors who resigned from the business during the reporting period.

(1v) As aresult of changes in tax applicable to LK pensions. the exceutive dircctors have resigned as active mombers of the Llectricity
Supply Pension Scheme ("ESPST - Note 233 Thus NGED no longer contributes for ongoing service Lo the ESPS in respect of the
execytive directors. Instead. NGRD pays cash compensation to them individually cgnivalent to the value of NZGED 3 contribution in to
the ESPS that would have been made had they remained active members (as determined by external actuaries).

{v) Under the previous owner's long term incentive plan, the exccutive directors received an annual grant of PPL Corporation shares:
these shares vested on completion of the sale of NGED o National Grid on 14 June 2021, The value of the shares granted under the
Nauional Grid ownership is shown within this line

(viy The twe independent UK non executive directors are entitled to fees as determined by the appropriate Beard. However. nn

emaluments are paid (o National Grid non-executive directors appointed on 31 January 2022, who are officers of National Grid, in
respect of their services as dirgctors to the Group.
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9. Directors’ emoluments (continued)

{vii) During the year, four exccutive directors (2022: four) were members of the defined benefit ESPS.

{vii) An employec share option scheme is offered by the parent (o be settled in the shares of the parent. Mo shares were vested during the

year.
10. income tax expense

The major components of income lax cxpense are;

2023 2022
£m £m
Current tax

Current tax expense {see below) 5%.0 Q4.6
Adjustments in respect of prior years &2 (3.)

Deferred tax (Note 25)
Origination and reversal of temporary differences 64.7 46.6
Impact of tax rate change 20.6 2347
Adjustments in respect of prior years 0.7 0.9
145.2 373.6

The tax on the NGED Group's profit hefere tax differs from the theoretical amount that would arise using the standard rate of

corporation tax in the UK of 19% (2022: 19%) as follows:

2023 2022
£m Lm
Profit before income tax 6814 746.9
Profit before income tax multiplied by standard rate of
corporation tax in the UK of 19% (2022: 19%) 129.5 141.9
FEllects of:
Net (income not taxable). expenses not deductible for tax purposes (2.8) (0.7)
Enhanced 1ax reliel on capital expenditure (3.0 -
Impact of tax rate change 20.6 2347
Adjustments o tax charge in respect of prior years 0.9 (2.3)
1452 373.6

Total taxation {continuing operations}

The total lax expensc as a percentage of profit belore mcome tax gives an effective tax rate of 21.3% (2022: 50.0%) compared to the
standard rate of 19% (2022: 19%) due (0 the cffccts of the Hems stated above. The increase in the rate is mainly due to the impact of the
lax rate change - sce "Change in corporation tax rate" section at the end of this note. Expenses not deductible and income not taxable
have been nefted off as ndividually they are not material.  The enhanced tax relief relates to the 30% uplift on capital expenditure
incurred in the two years e 31 March 2023 that qualifics as super-deduction expenditure. Adjustments in respect of prior ycars mainly

relate to the revised analysis of capital expenditurc included in tax returns filed with HVIRC.
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190. Income tax expense (continued)

Tax relating to items charged or {credited) to other comprchensive income:

2023 2022
£m Em

Deferred tax:
Revaluation of eash flow hedges 4.3) 0.7
Re-measurement of pension liabilities (220.7) 2803
(223.0) 279.6

Current tax expense

The current tax expense for the year is the aggregate of the amounts of UK corporation tax payable by each Group company on its profit
for the year. The calculation of the amount of UK corporation tax payable is determined by lax legislation. The starting point for the
calculation (s the profit before tax shown in the income statement and adjustments required by e legistation are made to arrive at the
profit chargeable to corporation tax. The calculation of the amount of corporation tax expected Lo be paid for the year 13 shown below.
The actual amcunt payable will be determined following {urther detailed analysis at the time when the tax returns for the year for each
Group company are filed with HMRC.

2023 2022
£m £m

Profit before income tax multiplied by standard rate of
corporation tax in the UK of 19% (2022: 19%%) 129.5 141.9

Adjustments:

Depreciation and amoriisation (note i) (48.0) {39.8)
Pensions (note i) {16.9) 3.9
Other timing adjustments (note iii) 0.2 3.3
Other adjusiments (note ivy (3.8) (0.7)
Corporation tax payable on profits afier group relicf 39.0 94.6

iy Expenditure on tangible and intangible assets (net of related customer contribulions) is initiatly recorded on the balance sheet and
then depreciated or amortised over the useful economic Jives of the asse1s. Tax deductions are not allowed for the depreciation or
amortisation, except to the extent that the expenditiure is regarded as maintaining or replacing part of an asset, and instead tax deductions
are given for eligible expenditure at the rates prescribed by tax legisiation ("capital ailowances”).

(it) The expense of providing pensions to employees is deductible from taxable profits at the timic when contributions are paid into the

pension schemes and not when the cxpense is charged to the income statement. As a proportion of the pension expense is capitalised
(sez Note 8). the deduction for contributions paid in the year is greater than the expense in the income statement.
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10. Income tax expense {continued)

Current tax expense (continued)

(ifi) Adjustments arc required for the timing of other deductions. These include interest capitalised (sec Note 7) and employee benefit
expense (see Notg 8). A proportion of interest expense i3 included in tangible fixed asset additions, but the tax legislation provides for
this expense 0 be deducted against profits for the ycar. Contrary to this, a deduction lor employee benefit expense must be deferred
unti! the year of payment if the payment is not made within nine months of the year end.

(iv) Other adjustments are required for costs that are not deductible, such as legal fees relating to certain property transactions, and non-
taxable income, such as dividends received from investments that have already paid tax on their income. |n addition, the profit or loss
un disposal 0f tangible xed assets shown 1n the mcome statement is not taxable or deductible and is instead replaced with a gain or loss
calculated in accordance with tax legislation.

(v) All undertakings within the Group are tax resident in the UK, except for Aztee Insurance Limited which is tax resident in Guernsey
where the statutory tax rate is 0%. lHowsver, the results of Aztee Insurance Limited are included in the UK corporation tax returns filed
by its parent company, National Grid Electricity Distribution Network Holdings Limited. Therefore, all of the group's activities are
subject to UK taxation rules and the group's current tax charge comprises solely of UK tax.

Change in corporation tir rege
The corporation tax rate increased 1o 253% from | April 2023 as enacted via Finance Act 2021, This rate has been reflected in the

deferred tax balances as at 31 March 2023,

11, Dividends

2023 2022
£m Lm
Equity dividends - 0.02 pence (2022: 13.26 pence) per £1 share 0.2 140.2
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12. Property, plant and equipment

Non-network VYehicles
Distribution land &  Fixtures & & maobile
Generation network buildings  equipmen{ plant Total
£m £m £m £ £m £m

Cost
At 1 April 2021 0.5 16,485.1 182.5 302.8 153.4 17,1243
Additions - 1,011.2 4.3 37.0 10.5 1,063.0
Disposals and retirements - (2.2) - (25.1) {3.0) {353)
At 1 April 2022 0.5 17.,494.1 186.8 3147 155.9 18,152.0
Additions - 1,109.0 6.1 68.7 18.4 1,202.2
Transfers from intangible assets - - 6.7 (0.2) - 0.5
Disposals and retirements - (20.8) - {52.9) {8.5) (81.8)
At 31 March 2023 ¢.5 18,5823 193.6 330.7 165.8 19,272.9
Accumulated depreciation
At 1 April 2021 0.1 2,928.4 23.5 150.6 82.1 31847
Depreciation charge for the year - 2473 2.9 42.0 129 3051
Dispuosals and retirements - (2.2) - {(25.1) (7.8) (35.1)
At 1 April 2022 0.1 3,173.5 26.4 167.5 87.2 3.,454.7
Depreciation charge for the year - 263.0 33 41.1 14.2 321.6
Fransfers - - 02 - - 2
Disposals and retircments - (5.8 - {52.3) (8.3) (66.4)
At 31 March 2023 0.1 3,430.7 259 156.3 93.1 3,710.1
Net boolk value
At 31 March 2023 0.4 15,i51.6 163.7 174.4 727 15,562.8
At 31 March 2022 0.4 14,320.6 160.4 147.2 68.7 14,697 .3
AL3T March 2021 04 13,556.7 1550 152.2 71.3 13,939.6

included in distribution network and vehicles & mobife plant at 31 March 2023 was an amount of £188.7m (2022: £197.6m} relating to
expenditure an assets in the course of construction.

Tncluded 1 adddions are staff costs of L[344.6m (2022: £340.2m).

general overheads of L£101.7m (2022 £88.1m). capitahised
depreciation of £53.5m (2022: £34 | m) and interest of £11.3m (2022: £5.5

M.
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12. Property, plant and equipment {continuecd)

The table below shows the net book value of right-of-use assets included within tangible fixed assets at 31 March 2023 and 21 March
2022, split by calegory. The associated lease liabilitics are disclosed in note 20.

Land & Radio
buildings Fibres sites Vehicles Total
£m £m £m £m £m
At 1 April 2021 7.4 1.7 0.2 - 9.3
Additions 0.3 - 0.3 1.4 2.0
Depreciation {0.6) (0.7 (0.1) (0.1) (1.5)
At 31 March 2022 7.1 1.0 0.4 1.3 9.8
At 1 April 2022 7.1 1.0 04 1.3 9.8
Additions 0.1 4.3 0.1 4.1 8.8
Depreciation {0.6) (0.6} 0.1 0.9y (2.2)
At 31 March 2023 6.6 4.9 0.4 4.5 16.4
13. [nvesiment property
Retait Office Industrial Fotal
£m £m £m £m
Fair value
At April 2021 18.9 5.1 5.9 29.9
Valvation gaing 0.2 1.9 0.6 2.7
Valuation losses (6.9 - (0.1) (1.0)
Franslers to property, plant and equipment 2 - - 0.2
Disposals (0.3 - - (9.1)
At 1 April 2022 18.5 7.4 6.4 31.7
Valuation gaing - - 0.1 0.1
Valuation losses (2.6) (0.9) (0.9 (4.4)
Additions 0.3 0.2 - 0.5
Disposals - - - -
At 31 March 2023 16.0 6.3 5.6 27.9

The fair valuc of the investmeant property has heen arrived at on the basis of a valuations carried out by external independent valuers.
The valuers are regulated by the Royal Institution of Chartered Surveyors ("RICS™) and follow the rules, codes, and guidance in the
RICS Rules of Conduct for Firms. The valuations have becen prepared in accordancc with IFRS 13 Fair Value Measurements and
represent the "highest and best use' of the property.

In arriving at the valuation, tenancy details and markel evidence of transaction prices for similar properties arc taken into consideration.
Investment properties generating rental revenue are valued using an invesunent approach and vacant buildings are valued using the
comparison method of valuation. Where land is being held for development. the valuation technigue is based either on the comparison
method or residual method.

The amounts recognised in the income statement for rental income from investment property arc £2.3m (2022: £2.5m).

Investment properties are let on either full repair and insuring leases, under which all cutgnings are the respansibility of the lessee, or
under enancies. whore costs are recovered through a service charge levied on tenants during the period of oceupation. This service

charge amounted to £0.9m (2022: £0.5m) for which a similar amount is included within operating costs,

In determining the appropriate classes of investment property the Group has considered the nature, characteristics and risks associated
with its properties. As a consequence the Group has idemified the following elasses of assets:

L
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Notes to the National Grid Electricity Distribution ple (formerly Western Power Distribution pic) consolidated financial
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13. Investment property {continucd)
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The tables below show details for the larger properties. Within other assets, recorded at £4.6m (2022; £4.6m), are a further 22 (2022:
22) investment properties with an average value of £210,932 per property (2022: £208,864), valued by the NGED Group's internal
qualified surveyor.

All of the valuations fall within Level 3 of the fair value hierarchy (see Note 23). The table below provides details by class of property
of the fair value ascribed to each class of asset, an indication of the key inputs used in deriving the valuation, together with other key
features which inform the valuation process. In fight of the immaterial nature of the other asscts below to the financial staieiments as a
whole, the directors have elected not to provide the equivalent detailed information in respect of these valuations.,

The valuations are sensitive to movements in key variables, notably the yields applied to valuations based on income capitalisation
which can change due 1o general market conditions and also an assessment of the quality of the underlying tenant. Breadly, a 0.5%
increase 'decrease in an assumed vyield of 3% will result in a 10% decrease/increase in the value of a property, whilst a 05%
increase 'decrease in an assumed vield of 10% wiil result in a 5% decreasc/increase in the value of a property.

Unobscrvable and observable inputs used in determination of fair values Other key information
Class of Carrying Valuation Input Range Range
property amount/Fair technique {weighted 2023
value average)
2023 20623
£m
Retail 130 Income > Length of leases in place 6y > Age of building 29y
Level3 capitalisation ({in years) > Remaining useful life of 20-
> Yield 5.2% building -
> Passing rent (per sqm p.a.) £201.4 > Squarc metres 3.308
> Long term vacancy ratc 0%
Other retail 2.1 Tncome Nt rent (per sqm p.as) L£0-£230 > Age of building 50—
Level 3 capitalisation (£94) > Remaining useful lile of 30—
> [ ength of leases in place Dy - 4y building -
(in years) 3.0y) = Squarc metres 2,173
> Yield 0% 9.0% > Actual vacancy rate 19%
> Long levm vacancy rate 19%
Office 57 fncome . £0-£129 > Age of building 25y - 40y
- o >Net rent (per sqm p.a.) o R
Level 3 capitalisation (£41.0) > Remaining usefu! life of 20
> Length of leases in place Oy - 4.3y building
(in years) {1.6v) > Square metres 8.224
> Yield 0% - 10.4% > Actual vacancy rate 0% - 100%
> Long tenm vacancy rate 0% - 100% (48%0)
industrial 2.3 Income . i £53- £84 > Age of building 67y
Level 3 capitalsation - CtentpersAmpa) oo, > Rempining useful life of o
> [Length of leases in place 2.3y - 19y building
(in vears) {(7.8v) > Square metres 3.106
> Yield 9.7% > Actual vacancy rate 0%
> [ong term vacancy raic 0%
Total 233
Other asgets 4.6
Total fair value 279
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13. lnvestment property (conlinued)

Unobservable and obscrvable inputs used in determination of fair values

Other key information

Class of Carrying  Valuation Input Range Range
property amount/Fair technique {weighted 2022
value average)
2022 2022
£m
Retail [3.0 Income > [ength of leases in place 7y > Age of building 28y
Level 3 capitalisation (in years) > Remaining useful life of 201
> Yield 5.2% building
> Passing rent (per sqm p.a.) £201.4 > Square metres 5,308
> Long ferm vacancy rate 0%
Other retail 2.3 Income > Net rent (per sqm p.a.) £82 - £230 > Age of building 50+
Level 3 capitalisation o (£131) > Remaining uselul life of 20
> [ength of lcases in place Oy - 5y building
(in years) (3.0v) > Square metres 2,173
> Yield 6.4% - 9.0% > Actual vacancy rate 0%
> Long term vacancy rate 0%
Office 7.0 Income e ) £0-£138 > Age of building 24y - 39y
Level 3 capitalisation > Netrent (persqm p.a.) (£29.0) > Remaining useful life of 20—
> |ength of lcases in place Oy - 3.5y building
{in ycars) (0.5¥) > Sguare melres 8,224
> Yicld 0% - 9.4% > Actual vacancy rate 0% - 100%
> Long term vacancy rale 0% - 100% (54%%)
]ndust:ia] 2.8 lnC(?mS- . > Net rent {per sqm p.a.) L.5,3:w£84 > Age o.ﬂ.)uilding . 66y
lLevel 3 capitalisation (£75) > Remaining uscful life ol 20+
> Length of leases in place Oy - 20y buiiding
{(in years) (8.6y) > Square metres 3,100
> Yield 9.1% > Actual vacancy rate 0%
> Long term vacancy rate 0%
Total 27.1
Other assets 4.6
Total fair value 31.7
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[4. [ntangible assets Computer  Customer

Goodwill software confracts Fotal

£m £m £m £m

Cost
At 1 April 2021 1,574.5 75.8 6.2 1,656.5
Additions - 14.0 - 4.0
Transfers to property, plant and equipment - (3.1) - (3.1}
At b April 2022 1,574.5 86.7 6.2 1,667.4
Additions - 17.5 - 17.5
Transfers to property, plant and equipment - (0.5) - (0.3)
Disposals - (5.4) - 54
At 31 March 2023 1,574.3 98.3 6.2 1,679.0

Aggregate amortisation and impairment

At 1 April 2021 3204 291 6.2 3557
Charge for the year - 9.4 - 9.4
Disposals . (3.0 ; (3.1
At 1 Aprit 2022 3204 354 6.2 362.0
Charge for the year - 10.7 - 10.7
Transfers 1o property, plant and equipment - (0.2) - (0.2}
isposals - (5.1) - (5.1)
At 3] March 2023 320.4 40.8 6.2 367.4

Carrying amounti

At 31 March 2023 1,254.1 57.5 - 1,311.6
At 31 March 2022 1.234.1 513 - 1.305.4
AT 31 March 2021 2541 46.7 - 1.300.8

Included in additions is capitalised amortisation cost of L7.4m {2022: £6.3m).

Goodwill acquired through business combinations has been allocated for impairment testing purposes te three cash-generating units
{"CGUS"). East Midlands. West Midlands. and South Wales, which are also operating segments. These represent the lowest tevel within
the NGED Group at which goodwill is monitored for infernal management purposes.

At 31 March 2014, an fivpairment loss of £186.2m and £62.2m was recognised in East Midlands and West Midlands. respectively. The
impairment was mainly as a result of changes in cash flow projections. largely following the agreement of the RING-ED1 price control
during that year. A further impairment loss of £72.0m was recognised at 31 March 20135 in West Midlands. This impairment had Jargely
arisen as a result of changes to the short-term inflation assumption which had reduced both the operating cash flows and the terminal
value usad in the discounted cash flow model. This was partly offset by higher than previously anticipated levels of capital expenditure
in that year, increasing both the future operating cash flows and the terminal value, and reducing the discount rate. For the Last
Midlands CGL. the increase in anticipatad levels of capital expenditure was such that no overall impairment foss was recognised in the
year.
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14. [ntangible assets (continued)

Carrying amount of goodwill allocated to cash-gencrating units ("CGUs")

2023 20122

£m £m

East Midlands 518.8 518.8
West Midlands 684.4 614.4
South Wales 120.9 1209
Carrying amount of goodwill 1,254.1 1,254.1

Goodwill is reviewed annually for impairment and the recoverability is assessed by comparing the carrying amount of the CGU
(including goodwill) with the recoverable amount of the CGL on a value in use basis.

The key assumptions for the value in use calculations are those regarding the discount rate and the multiple applied 1o the Regulatory
Agser Walue TRANMT a0 fe g of fre yemnd o Zenermine fre Rl e

CGU cash flows are derived fram the corporate business plan approved by the management. In determining the value in use, cash flows
for a psriod of 27 years (until 2050} have been discounted and aggregated with a terminal value, which is calculated by applying a
multiple to the RAV at the end of the period. A period of greafer than five yoars has been used as this duration more accurately reflects
the regulatory environment in which we operale. Most significantly. it is aligned to the UK Govemment's legislated commitment 1o
reach net-zere by 2050. The longer cash flow forecasls reflect the expected invesiment required in the network, in excess of the
cconomy wide long-term growth rates in order to deliver the energy transition commitments, before applying a terminal value at the
point those commitments are due to be fulfilled and market growth is expecled to stabilise. Management believes that this commitment
will require a significant shifl in the ~ ¥ 2 cnergy mix towards greater electrification of energy supply and the electrification of transport
and domestic heating and thus the cash flow period is important because it mirrors the timing of the cash outflows associated with major
capital replacement cycles and their subscquent recovery under electricity distribution regulation.

Typical industry practice 10 estimate the value of a UK utility is based on a muitiple of the entiry £ RAV. Based on cur cxperience, and
the general principle that the RAV broadly represents the basis upon which future returns to a business are determined. we consider a
RAYV based multiple at the terminal year to be the best eslimate of terminal value, The terminal value multiple applied 10 the RAV at the
end of the cash flow period i.e. 3] March 2050, is 37.5% (2022: 37.5%).

The cash Mows during the electricity price contro! peried from 1 April 2023 to 31 March 2028 ("RIIG-ED2") are based on revenues
allowed and cost of capital assumptions agreed in the RIIO-ED2 final determinations, together with management's cxpectation of the
related cost and capilal expenditure requirciments during that period. Cash flows beyond this period arc based on the approved budget
and the management’s cxpectation of the investment required to meet the net-zero target.

The pre-tax future cash flows are discounted using a pre-tax rafe discount rate of 3.532%. 5.63% and 3.57% (2022: 5.11%, 5.24% and
5.12%) for East Midlands, West Midlands and South Wales, respectively. The NGRD Group's post-tax weighted average cost of capital
{"WACC)" is calculated to be 4.919%. This is converted to a pre-tax discount rate for sach CGU using an itcrative caleulation approach
in the value 11 use methodology.

The pre-tax cash flows reflect an implied long ternmt growth rate of 2.3%-3.0%. Management supporls this long term growth rate and
considers this to be consislent with long term CPIH forecasts of 2%, reflecting continucd expansion of electrilication and electricily
demand in the long run. This alse justified by the fact that the Group has a historic track record of achieving performance targets and
forecasts a consistent level of performance in the future.

At 31 March 2023, the East Midlands, West Midlands, and South Walcs recoverable amounts exceeded their carrying amounts by
£1.569.9m, £1,313.9m., and £759.7m (2022: £640.9m, £823.5m, and £347.4m). respectively.

In assessing the carrying value of goodwill, the cash {lows have been sensitised to reasonable possible changes in key assumptions and
the analysis reflects sufficient headroom. No reasenable changes to inputs to the impairment test performed over the East Midlands,
West Midlands and South Wales were identified as resulting in an impairment. The key reasonable possible changes and sensitivities to
assumptions are presented below:
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14. Intangible assets (continued)

Reasonable possible changes in key assumptions:

Reduction in recoverable amounts

Fast West South
Midlands Midlands Wales Total
fm £m £m Lm
0.5% increase in the pro-tax discount rate to 6.02%, 6.13% and 6.06% (638.0) (390.2) (306.0) (1,534.2)
for East Midlands, West Midlands and South Wales, respectively
10% decrease in terminal value multiple on the RAV 10 27.5% (372.0) (333.0) (163.0} (868.0)
Change in assumplion required o eliminate all headroom and bring value in use equal to the carrying valug of CGUSs:
Increase in the pre-tax discount rate by 1.78% by 2.10% by 2.05%
to 7.30% to 7.73% to 7.62%
A decline in the terminal value multiple to 6% does not eliminate all the headroom.
All changes in assumptions in above sensitivities assume that other assumptions remain the same.
15. Inventories
2023 2022
£m £m
Raw materials 35.2 35.6
Work in progress . 0.9
36.4 36.5

The ¢cost of inventories recognised as an expense during the year was £11.2m (2022: £9.8m). The cost of inventories recognised as an
cxpense includes £0.3m (2022 £0.6m) in respect of write downs of inventory 10 not realisable value and has been reduced by £nil

(2022: £0.3m) in respect of reversal of such write downs.

16, Trade and other receivables 2023 2022
£m £m
Current receivables
‘[rade receivables 291.1 282.3
Other recetvables 14,8 14.2
Accrued income 5.8 8.1
Current tax receivable 4.7 -
Prepayments 238 2275
Total current receivables 340.2 3275
Non-current receivables
Cnher receivables 0.7 1.3
Reimbursement asset re unfunded pension hability 2.7 3.2
Prepayments 0.6 1.0
Total non-current receivables 4.0 3.3
Total trade and other receivables 3442 3330
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16. Trade and other receivables {conlinued)

The carrying amounts of trade and other reeeivables are considered to approximate their fair value.

Tradc receivables includes unbitied DUS income of £171.2m (2022: £150.2m).

Other receivables relate primarily to insurance claims and the non-current balances that arc expected to be recovered over the next threc
Years,

NGED South Wales has an unfunded obligation in relation to previous exccutives. This is subject to reimbursement by National Grid
Elcetricity Distribution Holdings Limited (formerly Western Power Distribution Holding Company Limited), and therefore a
corresponding reimbursement asset is stated an the balance sheet and matches the liability recorded under TAS 19 (Note 25).

As at 31 March 2023, trade receivables and accrued income at @ nominal value of £2.6m (2022: £21.4m) were Impaired and fully
provided for. Movements in the provision for impairment were as follows.

2023 2022

£m £m

At 1 April 21.4 3.5
Provision for impairment 1.9 25.4
Amounts written off’ as uncolleclable (20.3) (6.7)
Amounts recovered during the year 0.4) (0.8)
Al 31 March 2.6 284

The NGED Group considers 100% of its credit risk 10 be with counterparties in related industries. The maximum credit risk exposure is
represenied by the carrying value as at the balance sheet date.

As al 31 March, the aged analysis of trade recervables is as follows:

Neither past due Past due but nol impaired

Total nor impaired <30 days  30-60 days  60-90 days  90-120 days > 120 days

£m L Lm Lm Im Em £m

2023 291.1 285.7 3.7 0.4 0.5 - 0.8
2022 2823 274.6 4.3 2.3 0.3 4.5 0.3

Tradc receivables that are neither past due nor impaired relate largely 1o charges made 10 electricity supphicrs tor the use of NGED's
distribution network. Credit risk managemem for these reccivables is performed in accordance with industry standards as set out by
Ofgem and governed by the credit rules within the DCUSA.

In order to minimise exposure to debt, the DCUSA requires NGED to monitor electricity suppliers’ (NGED's customers) indebtedness
ratios daily to ensure it docs not exceed 85%. The indebtedness ratio 1s defined as 'Value at Risk Credit Limit" where 'Value at Risk' iy
the suppliers’ current culstanding invoices plus a 13 day estimate of unbilted amounts and 'Credit Limit' is calculated by refercnce to
NGED's RAV. the suppliers’ credit rating from an approved credit referencing ageney, and the suppliers payment performance hisiory.

Whare necessary, supplicrs can ensure they are within the 83% indebtedness threshold by providing coliateral to increase their "Credit
Limit'. This can be in the form of 2 letter of credit or equivalent bank guarantee, an escrow account deposit, a cash deposit. or any other
form of collateral agreed betweon NGED and the supplier. At 31 March 2023, the NGED Group held colateral in relation to trade
receivables in the form of cash £16.0m (2022: £4.9m), letters of credit £84 5m {2022+ £106.2m), and parent company guaraniees
£15.6m (2022: £16.6m). Letters of credit have a rating of "y '3 AZ/S&P A or greater. The maximum amounts for parent company

guarantees are based on their credit ratings as per the DCUSA regulations.
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17. Loan receivable

2023 2022
£m Lm
Loan receivable from ultimate parent company 146.0 -

Loan receivable from ultimate parent company pertains to amount lent under the two-way loan agreement with National Grid Ple. The
loan is unsecured and is repayable on demand. Interest is accrued on the balance at daily SONIA plus 0.25% margin.

18. Cash at bank and in hand

2023 2022

£m £m

Cash at bank 47.5 47.2
Shaort-term bank deposits 0.5 101.6
Cash at bank and in hand 48.0 148.8

The fair value of cash at bank is considered to approximate its carrying amount. Short term deposits are measured at fair value through
profit and loss ("FVTPL"™). Cash at bank earns interest at fleating rates based on short-term bank deposit rates. Short term deposits are
all instant access funds.

A1 31 March 2023, the NGED Group had available £845.0m (2022: £845.0m) of undrawn committed borrewing facilities in respect of
which all conditions precedent had been met. All facilities incur commitment fees at market rates. At 31 March 2023, it also had
available undrawn uncommitted facilities of £1.9m (2022: £1.9m).

Included in cash and short-term bank deposits are restricted amounts totalling £15.6m (2022: £12.4m) which are not readily available
for the general purposes of the NGED Group. The restrictions relate largely to minimum cash balances that are required to be

maintained for insurance purposes and cash balances that can only be used for low carbon network fund projects.

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise the following at 31 March:

2023 2022

£m £m

Cash at bank and in hand (from above) 48.0 148 8
Bank overdrafis (Note 200* (11.3) (21.1)
Cash and cash equivalents 367 127.7

*Bank overdrafts comprise principally unpresented cheques and BACS al the year end.
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19. Trade and other payables

2023 2022
£m £m
Current payahles

Trade payables 86.0 53.0
Social securily and other taxcs 71.0 65.6
Payments received in advance 246.2 2145
Other payables 20.6 4.9
Deferred contributions 51.8 492
Deferred income 12.6 12.3
Accruals 281.0 2853
Amounts due (o alliliated National Grid Companias - 4.4
769.2 689.2

Non-current payables
Deferred contributions 2,954.2 2,806.8
2,954.2 28068
3,723.4 3,496.0

Frade and other payables comprise amounts outstanding for trade purchases and ongoing costs. Other payables include £16.0m (2022:
£4.9m) DUcS collateral deposits received from suppliers in accordance with the DOUSA. Deferrcd contributions are those amounts
received from customers in respect of new connections to the nehworle

The carrying amount of trade and other payables is considersd to approximare their fair value.

20. Loans and ather borrowings

2023 2022
£m £m

Current
Bank overdrafts 11.3 21.1
Loan with ullimate parent company (i) 567.9 662.6
Lease liabilities™ 3.2 1.7
5.25% GBL700m bonds due 2023 (i) - 7003
3.625% GBE500m bonds due 2023 499.6 -
1,082.0 1.385.7

(1) The lean with ultimate parent company pertains to amounts drawn under the two-way loan agreement with “ational Grid Ple. The
loan is unsccured and is repayable on demand. Interest is acorued daily on the balance at SOXNIA plus 0.23% margin.

(i1) 5.25% GREZDN bond due 2023 was repaid in Jaguary 2023,
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20. Loans and other borrowings (continued)

2023 2022
£m £m

Non-current
Lease liabilities* 13.3 8.2
5.873% (GB£250m bonds due 2027 {iv) 249.4 2492
5.75% GBL200m bonds due 2040 (iv) 198.0 197.9
2.375% GB£250m bonds due 2029 248.0 247.7
4.804% GBL225m bonds due 2037 (3) (iv) 221.6 221.4
5.75% GB£200m bonds duc 2040 (iv) 198.0 197.9
1.623% GBL250m bonds due 2035 246.6 246.4
6.25% GB£250m bonds due 2040 (iv} 2563 2560.6
6.00% GB£250m bonds due 2025 (iv) 251.1 2516
5.75% GBLEOOmM bonds due 2032 (iv) 793.9 793.2
3.875% GB£400m bonds due 2024 (iv) 399.2 398.6
3.625% GBL500m bonds due 2023 - 498.9
7.375% 1JSS202m bonds due 2028 159.4 148.7
3.5% (GBL350m bonds due 2026 347.7 347.0
1.75% GBL£230m bonds due 2031 246.7 246.3
3 E% Do Iing hends Zue 2071 432.2 -
TG Sarnr B gy S 203D 430.5 -
1.5419% - RPI GBL£103m index linked bonds 2033 (ii) (iii) 188.9 166.6
1.541% — RP1 GB£120m index linked bonds 2036 (i) (ii1) 2159 190.4
0.010% + RP1I GBE£30m index linked bonds 2029 {iii) 69.0 61.2
0.010% - RPT GBL30m index linked bonds 2036 (Gii) 39.9 35.3
2.671% - RP1 GB£140m index linked bonds 2043 (iii) 244.9 220.6
1.676% ~ RPI GBLI105m index linked bonds 2052 (iii) 164.2 146.7
0.4973% . RPIGB£100m index linked bonds 2030 (iii) 136.1 119.5
1.23% | RPI GBE£30m index Jinked bonds due 2028 (iii) 39.3 34.7
5,790.1 3.284.6
Total loans and other borrowings 6,872.1 6,670.3

{1} May bc redeemead. in total but not in part. on 21 Decentber 2026, at the greater of the principal value or a value determined by
reference to the gross redemiption yield on a nominated UK Government hond.

(it} May be redeemed, in total by scries, on 1 December 2026, at the greater of the adjusted principal value and a make-whole value
determined by reference to the gross real yield on a nominated UK Government bond.

(i) The principal amount of the nofes is adjusted based on changes in a specified index, as detailed in the terms of the related
indentures. The adjustment to the principal amounts in the currcnt year was an increase of approximately £67 8m resulting from
inflation.

(iv) May bc put by the holders 1o the issucr for redemption if the fong-term credit ratings assigned 10 the notes are withdrawn by any of
the rating agencics (Mondy's or S&P) or reduced 10 8 non-investment grade rating of Bal or BB~ In connection with a restructuring
event which includes the loss of, or a material adverse change to, the distribution licences under which the issuer operates.

None of the outstanding debt sscurities noted above has sinking fund requirements.

*I.ease liabilities

2023 2022

£m im

Opening 9.9 9.4

Additions 8.8 2.0

Payments during the ycar (2.7) (i.n

Interest expense 0.5 0.2

At 31 March 16.5 9.9
of which

Current 32 .7

Non-current 13.3 8.2
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20. Loans and other borrowings (continued)

*Lease liabilities {continued)

The NGED Group leases various properiies under non-cancellable operating lease arrangements. ln addition 1o this, NGED leases in
tighls 6 capacily on ihird party fibre optic networks. and space and equipment at third party telecommunication sites, under non-
cancellable lease arrangsments. in order to extend its corc fibre network for its point to point transmission services. The leases have
various lerms, escalation clauses and renewable rights. Lease terms and rentals to be paid during the leasc term are defined within the
agreement, In some cases. lease rentals may be subject to a rent review on dates specified within the agreement at the then prevailing
market rate.

Short term lcases and low value leases are cxcluded om recognition on the balance sheet. The amount charged to rent expense
pertaining to short lerm leases amounts to £8.1m (2021: £7.4m) and pertaining to low value leases amounts to £0.8m (2021: £0.8m).

The carrying amounts of the NGED Group's borrowings are denominated in the following currencies:

2023 2022
£m £m
UK pound 5,850.0 6,521.6
'S dellar 159.4 148.7
fiuro 862.7 -
6,872.1 6.670.3
21. Reconciliation of liabilities arising from financing activitics
2023 2022
£m £m
Borrowings (excluding leasc liabilities and bank overdrafts) 6,844.3 6,639.3
Lease liabilities 16.5 9.9
Derivatives in hedging relationship {43.8) (35.9)
Gross debt net of related derivatives (excluding bank overdraft) 6,817.0 6,613.3
Change in liabilities arising from financing activities
2023 2022
£m £m
Cash flow per firancing activity section of cash flow statement
Net (decrease) increase in short term borrowings (107.2) 661.2
Proceeds from long term borrowings net of issue costs §66.7 -
Repayment of long term borrowings (700.0) (618.1)
Paynenl of lease liabitities 2.7) (1.7
Change in liabilities arising from financing activilies 56.8 41.4
Non-cash adjustmenls
Fair valug change in derivatives (7.9 {7.9)
Fair value gain on borrowings related (o fair value hedges (14.0)
Foreign exchange loss on borrowings 20.0 7.2
Net inctease in borrowings due o indexation 125.0 67.8
Amortisation of premiums. discounts and issuc costs 2.0 2.0
Interest payabie balance rolled into ultimate parent company two-way loan 12.5 1.4
Leases acquired during the year 8.8 2.0
Interest expense on leasc 0.5 0.2
Movement in gross debt net of related derivatives in the year 203.7 114.1
Gross debt net ol related derivatives at beginning of year 6,613.3 6.499 2
Gross deht net of related derivatives (excluding bank overdrafis) at end of year 6,817.0 66133
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22. Financial instruments

Financial risk management objectives and policies

Risk management related to financing activities is carried out by the National Grid ple central treasury department under policies
approved by the Finance Commitiee of the National Grid ple Board. These policies have been deemed applicable at NGED companies
by their rcspective board of directors. The objective of the treasury department is to manage funding and liquidity requirements,
including managing associated financial risks, to within acceptable boundaries. The Finance Commitiee provides written principles for
overall risk management. as well as written policies covering specific areas such as foreign exchange risk, interest rate risk, credit risk,
liguidity risk. use of derivative financial instruments and non derivative financial instruments, and investment of excess liquidity. Details
of key activities in the current year arc set out in the Finance Commitiee report on page 89 of the National Grid ple Annual Repord and
Accounts.

The NGED Group's principal financial liabilities, other than derivatives, comprise bank loans and overdrafts, bonds and trade payables.
The main purpose of these financial liabilities is to raise finance for the NGED Group's operations. The NGED Group has various
financial asscts such as trade receivables and cash and short-term deposits, which arise directly from its operations.

The main risks arising from the NGED Group's financial instruments are fair value interest rate risk, liquidity risk, foreign currency risk
and credit risk. The Board revicws and agrees policies for managing cach of these risks and they are summarised below.

Where appropriate, derivatives are used for hedging currency and interest rate risk. and exposures are formally designated as fair value
or cash flow hedges as defined in IFRS 9. Hedge accounting allows the timing of the profit or loss impact of qualifying hedging
instruments to be recognised in the same reporting period as the corresponding impact of hedged exposures. To qualify for hedge
accounting. documentation is prepared specifying the risk management objective and swategy, the component transactions and
mathodology used for effectivencss measurement

Hedge accounting relationships are designated in line with risk management activities further described below. Categories designated at
NGED are:

- eurrency risk arising from our forecasted forcign currency transactions (debt issuance) is designated in cash flow hedges;

- currency and interest rate risk arising from botrowings are designated in cash flow or fair valuc hedges.

The assessment of whether the derivative will be effective is determined by comparisen of the critical terms of the hedging instrument
{(i.e. cross-currency interest rate swap) with the critical terms of the hedged item. Critical terms of hedging instruments and hedged items
are transacted 1o match ona 1:1 ratio by notional values. Because of the fact that the critical terms are the same, the entity can conclude
that changes in cash flows attributable to the risk being hedged arc expected 1o be completely offset by the hedging derivative. Hedge
ineffectiveness can nonetheless arise from inherent differences between derivatives and non-derivative instruments and other market
factors including credit. correlations, supply and demand, and market volatilities. Ineffectiveness is recognised in the remeasurements
component of finance income and costs (see note 7). [ledge accounting is discontinued when a hedging relationship na longer qualifics
for hedge accounting.

Certain hedging instrument compenents, such as gains or losses arising from forcign currency basis, are treated separately as costs of
hedging with the gains and losses deferred in a component of other equity reserves, and released systematically into profit or loss to
correspond with the timing and impact of hedged exposures. or released in full to finance costs upon an early discontinuation of a
hedging relationship.

The hedge ratio is calculated from the quantity of the hedge item being hedged and the quantity of the hedging instrument being used to
hedge that quantity of the hedged item. There is no imbalance between the weightings of the hedged item and the hedging instrument.

It is, and has been throughout 2023 and 2022, the NGED Group's policy that no speculative trading in financial instruments shall be
utidertakcn.

Market risk
Market risk is the risk that movements in market rates, including foreign exchange rates. interest rates and inflation will affect the NGLD
Group's profit. The management of market risk is undertaken with risk limits approved by the Board.

Interest rate risk

The NGED Group has issued debt to finance its operations, which exposes it to interest rate risk. The WNGED Group's interest rate risk
management policy includes achieving the lowest possible cost of debt financing. while managing volatility of interest rates, applying a
prudent mix of fixed and floating dcbt, either directly or through the use of derivative financial instruments affecting a shift in interest
rate exposures between fixed and floating, and also matching debt service requirements to projected cash flows
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22. Financial instruments (continued)

Hedge accounting for interest rate risk

Borrowings issued at variable rates expose the NGED Group to cash flow interesi rate risk. Where a hedging instrument resuits in
paving a fixed rate, il is designated as a cash flow hedge because it has reduced the cash flow volatility of the hedged borrowing.
Changes in the fair value of the derivalive are initially recognised in other comprehensive income as gains or losses in the cash flow
hedge reserve, with any incffective portion recognised immediately in the income statement.

Borrowings paying fixed rates expose NGED to fair value interest rate risk. Where the hedging instrument pays a floating rate, it is
designated as a fair value hedge because it has reduced the fair value volatility of the borrowing. Changes in the fair value of the
derivalive and changes in the fair value of the hedged e 1 rekation o the risk being hedged are both adjusted on the balance sheet
and offset in the income statement to the exient the fair value hedge is effective. with the residual difference remaining as
inelfectivencss.

The NGED Group has entered into cross-currency interest rate swaps designated as fair value hedges in order to hedgg the fair value
risks associated with the Euro borrowings arising from fluctuations in interest rates.

NGED may also hedge the variability in the semi-annual interest payments related to the forecast debt issuance attributable to changes in
the benchmark intsrest rate {l.e. swap ratc) between hedge inception and the -smumscs s pricing date. This can be achieved through the
use of a forward-starting interest rate swap, whereby NGED pays (ixed and receives floating, that will be terminated when the debt
issuance is priced. Through interest rate swaps NGED wants to benefit from lower gilt rates at a point of time. Locking in the rates at
the lowest possible levels assists NGED (o outperform the allowed cost of debt under Ofgem's price contro! mechanism.

The possible sources of hedge ineffectiveness are if the hedged transaction does net occur or if the transaction does not oceur at the
initial agreed terms such as timing. principal and tenor of issuance. Another possible source of hedge ineffectiveness is the credit risk of
the swap counterparty.

The net exposure to interest rates at the balance sheet date can be summarised thus:

2023 2022

Carrying Carrying

Intercst bearing saming assets and liabilities: amount amount
im fm

Fixed 5,148.0 1,975.7
Floating 388.1 3349
Index-linked 1,698.2 975.0
6,634.3 6.485.6

2023 2022

Carrying Carrying

Represented by: amount amount
£m Im

Cash al bank and in hand (48.0) (148.8)
Loan receivablz (146.03 -
Derivative financial assets lahilities (43.8) (35.9
L.oans and borrowings 6,872.1 6.670.3
6,634.3 6.483.6
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22. Financial instruments {continued)

Interest rate sensitivity

The impact of a change in interest rates is dependent on the specific details of the financial asset or Hability in question. Changes in
fixed ratc financial assets and liabilities, which account for the majority of loans and borrowings, are not measured at fair valuc through
the income statement. In addition to this, changes to fixed-to-fixed hedging instruments which arc recorded under cash flow hedge
accounting also do not impact the income statement, Changes in variable rate instruments are recorded through the income statement.
The exposure measured is therefore based on variable rate debt.

The foliowing table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other variables held constant.
on the NGED Group's profit before tax (through the impact on floating rate borrowings). There is no impact on the NGED Group's
equity.

The sensitivity analysis excludes all non-derivative fixed rate financial instruments carried at amortised cost but includes all non-
derivative floating rate financial instruments.

Currency derivalives have not been included in the sensitivity analysis below as they are not considered io be exposed 1o Intercst rate
risk.

All sensitivity analysis has been prepared on the basis of the proportion of fixed to floating instruments being consistent as at the
balance sheet date. The sensitivity analysis is indicative only and it should be noted that the NGID Group's exposure to such market rate
changes is continually changing. The calculation is based on lincar exirapolations of rate changes which may not reflect the actual result
which would immpact upon the NGED Group.

2023 2022
Income Income
statement statement
(before tax) Equity  (belore tax) Equity
+/- £m +-£m —-Lm =i~ Lm
Interest Rate - - 100bp 3.9 - 5.3 -

Infiation risk

The NGED Group's index-linked borrowings and interest liabilities arc exposed 10 & risk of change in the carrying value due 10 changes
in the UK RPI. This form of ligbility is a good match to the NGED Group's regulated assets ("RAN'Y), which are also linked to RPI duc
to the price sctting mechanism imposed by the regulator, and also the price cap iz linked to RPL By matching liabilities 1o assets, index-
linked debt hedges the exposure 1o changes in RPI and delivers a cash flow benefit, as compensation for the inflation risk is provided
through adjustment to the principal rather than in cash.

The carrying value of index-linked debt held by the NGED Group is as follows:

2023 2022
£m Im
Index-linked debt 1,098.2 973.0

Inflation sensitivity

Asguming scnsitivity to the RPL does not take into account any changes to revenue or operating costs that are affected by RPI or
inflation generally, the following able shows the illustrative effect on the income statemeant that would result from reasonably possible
mouvements in changes in RPI betore the effects of tax.

2023 2022
Tncome income
statement statement
(before fax) Equity  (befoie tax) Fquity
+/-£m +-£m — - L ~ - £m
UK Retail Prices Index - - 1.00% 11.8 (8.9) 9.8 (7.9

Natiena! Grid Blectricily Distribution ple (formerly Western Powsr Distribution ple) 98



Notes to the National Grid Electricity Distribution ple (formerly Western Power Distribution ple) consolidated financial
statements (continued)
For the year ended 31 March 2023

22. Financial instruments (continued)

Foreign currency risk
The NGED Group's assets are principally sterling denominated; however. the NGED Group has aceess to various international debt
capital markets and raises foreign currency denominated debt and is therefore exposed to foreign currency risk on its borrowings.

Hedge accounting for currency risk

Where long-term debt is denominated in a currency which is not sterling, the NGED Group's policy is to swap 100% of the foreign
currency deneminated principal and interest cash flows into sterling through the use of cress-currency interest rate swaps. Under a
currency swap, the NGED Group agrees with another party 1o exchange the principal amount of the two currencies, together with
interest amounts in the two currencies agreed by reference to a specific interest rate basis and principal amount. The principal of these
instruments reflects the extent of the NGED Group's involvement in the instruments but does not represent its exposure to credit risk,
which is assessed by reference to the fair value.

The NGED Group has entered into cross-currency interest rate swaps designated as cash flow hedges in order to hedge the currency cash
Mow risks associated with the futlure interest and principal payments on the NGED Group's US dollar and Euro borrowings arising from
fluctuations in currency rates.

The cross-currency interest rate swaps have two fixed interest rate legs that match the interest payment, currency, notional amount and
maturity date of the relate debt. Furthermore, the swaps also provide for a final exchange of currency on maturity of debts, thereby atso
eliminating any currency risk related 1o the principal repayment.

At 31 March 2023, the NGED Group had outstanding cross-currency swap agreements in cash flow hedges against borrowings with a
total principal amount of $202.0m (2022: $202.0m) and <T.360 3m (2022: nil) and a swapped nolional principal of £990.4m (2022:
£121.9m). The hedges were assessed 10 be effective. The cross-currency interest rate swaps have a remaining term of ninc years (2022:
scven years) to match the underlying hedged borrowings consisiing of semi-annual interest payments and the repayment of principal
amounts. Under the swaps the NGED Group recetves US dollar interest at an average fixed rate of 6.0% (2022: 6.0%) and Euro interest
at an average fixed rale of 3.7% (2022: nil) and pays pound sterling interest at an average fixed ratc of 5.6% {2022: 7.4%).

The principal amount of the NGED Group's forgign currency denominated monetary assets and monetary liabilities at the reporting date
and the impact of derivative financial instruments used to manage forgign currency risk were as follows:

2023 2022

$m Sm

Borrowings (202.0) (202.0%
(ross exposure (202.0) (202.0)
Effcot of cross-currency interest rate swaps 202.0 202.0
Nct exposilre - -
2023 2022

Em &

Borrowings {1,000.9) -
(Gross exposure (1,0060.0) -
Effect of crogs-curency interest rate swaps 1,000.0 -

Net exposture - -

Foreign currency sensilivity
The following table demonstrates the sensilivity to a reasonably possible change in Sterling against the US dollar and euro cxchange
raie. with all other variables held constant, of the NGED Group's profit before tax and the XOLD Group's cquity.
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22. Financial instruments (continued)

Foregign currency seasitivity fcontinued) 2023 2022

Tncome Income

statement statement
(before tax) Equity  (before tax) Equity
£m £m £m £m
0% in¢rease in exchange rates - US Dollar - (1.2) - 2.7)
10% decrease in exchange rates - US Dollar - 1.5 - 3.3
10% increase in exchange rates - Euro - {5.9) - -
10% decrease in exchange rates - Evro - 74 - -

Credit risk fsee also Note 16)

Credit risk is the risk that a customer or counterparty 0 a financial instrument will fail to perform or fail to pay amounts due causing
financial loss to the NGED Group and arises from cash and cash equivalents, derivative financial instruments and deposits with financial
institutions and principally from credit exposures to customers relating to outsianding receivables.

NGED maintains credit policies and procedures with respect to counterparties (including requirements that counterparties maintain
certain credit ratings eriteria). Depending on the creditworthiness of the counterparty, the NGED Group may require collateral or other
credit enhancements such as cash deposits or letters of credit and parent company guarantees.

The maximum exposure to credit risk is represenied by the carrying amount of each financial asset in the balance sheet. At 31 March the
maximum exposure to credit risk was as follows;

2023 2022

£m £m

Cash at bank and in hand 48.0 148.8
Loan receivable 146.0 -
Trade receivables 291.1 2825
Other receivables 15.5 15.5
Accrued income 5.8 51
Derivative financial instruments 48.4 359
554.8 494.8

The NGED Group held collateral in relation to trade receivables in the form of cash £16.0m (2022: £4.9m). letters of credit £84.5m
(2022: £106.2m), and parenl company guarantees £15.6m (2022: £16.6m).

NGED has concentrations of customers among electric utilities and other energy marketing and trading commpanics. These
concenirations of counterparties may impact NGED's overall exposure to credit risk, either positively or nggatively, in that

counterpartics may be similarly affected by changes in economic, regulatory or other conditions.

The analysis ¢f NGED's financial asscts by credit risk rating grade is as follow:

12 month Liletime

2023 ECL ECL FVTPL I'vod Total

£m £m £m £m £m
AAA 10 A (Low to Fair Risk) 47.3 - 0.3 48.4 96.4
BBB ¢ B (Monitoring) 146.0 - - - 146.0
Others monitored on ageing matrix - 313.0 - - 315.0
Total gross carrying value 193.5 315.0 0.3 48.4 557.4
Loss allowance - (2.6) - - (2.6)
Net carrying value 193.5 3124 0.5 18.4 354.8
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22. Financial instruments (continued)

Credit risk (see also Note 16) fcontinuedy

2022 12 month Lifetime

LCL ECL EVTPL FVOCI Total

Lm Lm £m £m £m
AAA 1o A (Lowto Fair Risk} 472 - 101.6 359 184.7
BBB' to B (Monitoring) - - - - -
Others monitored on ageing matrix - 327.5 - - 327.5
Tota! Gross Carrying Value 47.2 3275 101.6 359 512.2
Loss Allowance ; 214 - - 21.4)
Net Carrying Value 47.2 306.1 101.6 35.0 160.8
Ligquidity risk

Liquidity risk is the risk that the NGED Group will not have sufficient funds to meet the obligations or commitments arising from its
business operations and its financial liabilities.

Treasury is responsible for managing the banking and tquidity requirements of the NGED Group, risk management relating to interest
rate and foreign exchange exposures, and for managing the credit risk relating to the banking counterparties with whicl it transacts. The

department’s operations are governed by policies determined by the Board.

The following credit facilities were in place at 31 March 2023:

Letters of Unused

Expiration Capacity Borrowed credit issued capacity

date £m £m £m £m

NGED South West - Syndicated Credit Facility May 20258 220,40 - - 2200
NGED East Midlands - Syndicated Credit Facility May 2023 250.0 - - 250.0
NGED West Midlands - Syndicated Credit Facility May 2025 250.0 - - 250.0
NGED South Walss - Syndicated Credit Facility May 2025 1230 - - 125.0
Bank overdraft 20.0 - - 20.0
Uncommitted Credit Facilities 6.0 - 4.1 1.9
Tolal Credil Facililies 871.0 - 4.1 86G.9

The NGED Group also has uncommitted two-way loan facilities with its ultinrate parent, National Grid Plc.

The ~NGED Group's primary source of liquidity is cash generaled from its ongoing business operations. The electricity regulator sets a
major element of the NGED Group's revenues, providing both a stable and predictable source of funds. In recognition of the long life of
the NGED Greup's assets and anticipated indebtedness, and to create financial efficiencics, the NGED Group's policy s to arrange that
debt maturities are spread over a wide range of dates. thereby ensuring that the NGED Group is not subject to excessive refinancing risk
in any one year. The NGED Group has entered into borrowing agreements for periods out to 2056,

The following lables detail the NGED Group's remaining contractual maturity for its non-derivative financial liabilities. The fables have

been drawn up based on the undiscounted cash flows of financia! Uabilities based on the earliest date on which the NGED Group can be
required to pay. The table includes both inferest and principal cash flows.
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22. Financial instruments (continued)

Liguidity risk (continued)

2023 Less than One to Five to Greater than
ane year five years [ifteen years fifleen years Total
£m £m £m £m £m
Borrowings excluding lease liabilities 1,324.5 2.047.7 4,122.3 1,695.9 9,189.5
[.ease liabilities 3.2 9.8 3.9 7.0 23.9
Trade and other payables 387.6 - - - 387.6
Total 1,715.3 2,057.5 4,126.2 1,702.6 9,601.0
2022 Less than One to Five to  Greater than
one year five yoars  fiflcen years  fiftcen vears Total
£m £m im £m rm
Borrowings excluding leasc liabilities 1,630.6 2,482.9 2,527.8 1,869.8 8,911
Lease liabilities 1.7 43 4.0 6.3 16.5
Trade and other payables 347.6 - - - 347.6
Total 1.979.9 2,487.2 2.931.8 1,876.3 9,275.2

The following table details the NGED Group's liquidity analysis for its derivative financial instruments

based on the undiscounted gross cazgh (inflows) and outflows on dervivatives that require gross settlement.

The table has been drawn up

2023 Less than One to Five to Greater than
One year five years fifteen years f{ifteen years Total
£m £m £m £m £m
Cross currency derivative paymenis 53.1 212.3 1,296.6 - 1,562.0
Cross currency derivalive receipts (44.9) (179.7) {1.370.9) - (1,595.5)
Total 8.2 32.6 (74.3) - (33.5)
2022 Less than Onc 1o Five to  Greater than
one year five years fiftcen years  fificen years Total
Lm Lm L L £m
Cross currency derivative payments 9.0 35.9 139.8 - 184.7
Cross currency derivative receipts (11.3) (45.4) {176.4) (233.1)
Total 2.3) (9.5) (36.6) {48.4)

Fa values of financial assets and finar

Set out below is a comparison by category of carrving amounts and fair values of all of the NGED Group's financial instruments that are

carricd m the Anancial statements,
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22. Financial instruments (continued)

Fair values of financial assets and financial liabifities {continued)

24123 Fajr value
through  Fair value
Amortised profit & through  Total book
cost loss Ol value Fair value
£m £m £m £m £m

Financial assets

Cash at bank and in hand 47.5 0.5 - 48.0 48.0
l.oan receivable 146.0 - - 146.0 146.0
Derivative financial instruments - - 48.4 45.4 48.4
Trade and other receivables 3124 - - 312.4 3124

Financial liabilities

Bank overdraft (11.3} - - (11.3) (11.3)
Interest-bearing loans and borrowings:
- Tixed rate borrowings (5,178.2) (5,178.2) (5,071.3)
- Floating rate borrowings (367.9) - - (567.9) (367.0)
- Index nked (1,008.2) - . (1,098.2) (983.0)
Lease liabilities (16.5) (16.5) (16.5)
Derivative financia! instruments - (2.9) (L7) (4.6) (4.6)
Trade and other payables {387.6) - - (387.6) (387.6)
(6,753.8) (2.4) 46,7 (6.709.5)  {(6,487.4)
2022 Tair value
though Fair value
Amortised profit & through  Total book
cost lass o] value Fair value
£m Em £m Lm £m

Financiol assets

Cash 47.2 1086 - 148.8 148.8
Derivative financial instruments - - 35.9 35.9 359
T'rade and other recetvables 306.1 - - 306.1 306.1

Financial liabilities

Bank overdrafl 21.1) - - (21.1) (21.1)
Inieresi-bearing loans and borrowings:
- Fixed ratc borrowings (2.001.7) - - (5.001.7) (3,374.4)
- Floaling rate borrowings (662.6) - - (662.6) (662.6)
- Index linked (975.0 - . (975.00  (1.420.8)
Lease liabilitics (9.9 (9.9) (9.9}
Trade and other pavables (347.6) - - (347.6) (339.9)
(6,664.6) 101.6 3:9 (6,327.1) {7,558.00

The fair value of the NGED Group's outstanding cross-currency inlerest rate swaps is the estimated amount, calculated using discounted
cash flow modcls. that the NGED Group would receive or pay in erder to terminate such contracts in an arm's length transaction taking
inte account market rates of interest and foreign cxchange at the balance sheet date.

The carrying value of the NGED Group's bank loans and overdrafts approximates thoir fair value. The fair value of the NGED Group's
other borrowings is estimated using guoted prices or. where these are not available, discounted cash flow analysis based on the NGED
Group's currenl incremental borrowing rates for similar types and maturities of borrowing: these are classified as Level 2 in the fair
valuz hicrarchy.
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22. Financial instruments (continued)

Fair values of financial assets and financial liabititics fcontinued)

The carrying valuc of short ferm receivables and payables arc assumed to approximale their fair values where discounting is not
material.

Fair value hierarchy
The NGED Group uscs the following hierarchy for determining and disclosing the fair value of financial instruments by valuation

technique:
Level 1t quoted {unadjustcd) prices in aclive markets for identical assets or liabilities;
Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable,
either directly or indirectly; and
Level 3: techniques which use inputs which have a significant effect on the recorded fair value that arc not based on

ochservable market data,

As at 31 March 2023, the NGED Group held the following financial instruments measured at fair value:

2023 Level 1 Level 2 Level 3 Total
£m £m £m £m

Assets imeasured at fair value
Derivatives financial instruments - 48.4 - 48.4
Shart term deposits 0.5 - - 0.5

Liabilities measured at fair value

Derivatives financial instruments - {4.6) - -
2022 Tevel Tevel 2 Level 3 Total
£m £m £m £

Assets measured at fair value
Derivatives financial instruments - 35.9 - 359
Short term deposits 101.6 - - 101.6

To manage interesi rate risk and foreign currency exchange risk, NGED uses contracts such as forward-starting swaps and cross-
currency interest rate swaps. An income approach is used to measure the fair value of these contracts, utilising readily observable inputs,
such a3 forward interest rates and forward foreign currency exchange ratcs. as well as inputs that may not be observable, such as credit
valuation adjustmentz. Tn certain cases, market information cannot practicably be obtained to value credit risk and therefore internal
medels are relied upen. These models use projected probabilities of default and estimated recovery rates based on historical
observances. The impact of credit risk on the fair valuc of derivatives is generally small relative to liabilitics like debt becauss the
principal (notionaly amount is not at risk and credit enhancements often exist and thus the overall classification of derivatives as Level 2
remains appropriate. NGED generally does not caloulare separate liquidity valuation adjustments, based on the rzders view that
liguidity risk is included in the market prices NGED also docs not generally celeulate madelling reserves, as the interest rate foreign
currency derivarives can be developed using standard practices.

During ihe reporting period ending 31 March 2023, there wore no transfers betwsen Level | and Level 2 fair value ineasurerents, and
no transfers into and out of the Level 3 fair value measurements.

Hedge counterpartics are major banks of high quality ercdit standing.

In addition to the abowve financial mstruments, the fair valuge of long-tenm debt and investment at amortised cost as disclosed under
financtal liabilities is classified as Level 2.

NGED uses observable market data from Bloomberg to arrive at the falr value of long term debt and investment ar amortised cost.
Capital visk management

The primary objective of the NGED Group's capital management is to ensure that it maintaing a strong credit rating and healthy capital
ratios 10 order to support its business and maximisc shareholder value.
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22. Financial instruments (continued)

Caplial risk management (continued)

The NGED Group manages its capital structure and makes adjastnients to it, in light of changes in economic conditions. To maintain or
adjust the capital structure, the NGED Group may adjust the dividend payment to shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives. pelicics or processes during the years ended 31 March 2023 or 31 March 2022.

The NGEL Group does not consider the standard gearing ratio of net debt as a percentage of net debt plus net assets shown in the
balance sheet as an appropriate capital monitoring measure ag it does not reflect the economic value of the assets of the Group's
regulated businesses. lnstead, the NGED Group monitors capital using a gearing ratio, which is net debt divided by the RAY. The RAV
is a regulatory measurc of the regulated business' assel base required to camy oul the rcgulated activities. Regulated revenues are
designed fo cover operating costs (including certain replacement expenditure) and capital depreciation, as well as an allowed rcturn on
the RAV. The NGED Group's policy is 1o maintain a gearing ratio thal ensures an investment grade credit rating. The NGED Group
includes within net debt borrowings and associated cross-currency interest rate swaps less cash and cash equivalents and depesits.

2023 2022
£m £m

Short ferm borrowings 1,667.5 1,362.9
Long term borrowings 5,776.8 32764
Tease liabilities 16.5 9.9
Letters of credit 4.1 4.1
Cross-currency interest rate swaps (43.8) (359
Loan receivable (146.0) -
Cash and cash equivalents (excluding restricted cash) (21.1) {(114.8)
Net debt 6,654.0 6.302.6
Regulatory Asset Value 10,846.4 G.407.1
Gearing ratio 61% 69%
Reconciliation of cash flows to net debt

2023 2022

Em £m

Net decrease (increase) in cash and cash equivalents 93.7 (11.4)
Nel {(decrease) ingrease in short term borrowings (107.2) 661.2
Net increase (decrease) in long term borrowings 166.7 (618.1}
el increasc in loan receivable (146.0} -
Payment ol lease liabilitics (2.7) (1.7
Change in debt resulting from cash flows 4.5 30.0
Fair vatue change in derivative (7.9 (7.9)
Fair value gain on borrowings related to fair value hedges (14.0)
Foreign exchange loss on borrowings 20.0 7.2
Netincrease in borrowings due to indexation 125.0 6738
Amortisation of premiums, discounts and issue costs 2.0 2.0
Movement in letters of credits - 0.6
Interest payable balance rolled into ultimate parent company two-way loan 12.5 1.4
Leases acquired during the vear 8.8 2.0
Interest expense on lease 0.5 2
Movement in nel debt in the year 151.4 103.3
Net debt at beginning of year 6,502.6 £,399.3
Netdebt at end of year 6,634.0 6,502.6
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23. Derivative financial instruments

edging Instruments

As at 31 March, the NGED Group held the following derivative financial instruments measured at fair value:

Change in
2023 value used
for
Carrying Carrying Line item calculating
Nominal amount amount in balance ineftective
amount assets liabilities sheet hedge
‘ £m £m £m £m £m
\
! Foreign currency risk
Cross-currency interest rate swaps - cash flow hedges 730.1 48.4 (1.7) Derivative (23.0)
financial
instrunients
Intergst rate risk
Cross-currency interast rate swaps - [air value hedges 260.3 2.9y Derivative (13.0)
financial
instruments
990.4 48.4 (4.6} {36.0)
2022 Change in
value used
tor
Carrying Carrying Line item calculating
Nominal amount amount  in balance incffective
anount {assets)  (liabilities) sheet hedge
Em fm m Lm £m
Foreign currency risk
Cross-currency interest rate swaps - cash flow hedges 121.9 359 - Dertvative -
financial
instrumants
1219 35.9 - -
Timing profile for hedge instrumenis’ nominal amounts
2023
Less than One to Ilive to Greater than
one year five years [ifteen years fifteen yvears Total
£m £m £m £m £m
Cross-currency intercst rate swaps - cash flow hedges - - 730.1 - 7301
Cross-currency interest rate swaps - fair vatue hedges 260.3 260.3
2022
less than Onc to Five to Greatsr than
one year five vears  fifteen years  fifteen yvears Total
£m Lm Lm Lm Im
Cross-currency interest rate swaps - cash flow hedges - - 121.9 - 121.9
The averags rate of the hedging instrumasits is as follows:
2023 2022
Forelgn currency risk:
Crozs-currency inlerest rate swaps 3.52% 7.37%
Interest rate risk
Cross-currency interest rate swaps 5.79% -
National Grid Electricity Distribution ple (formerly Western Power Distribution ple) 106



INotes to the National Grid Electricity Distribution ple (formerly Western Power Distribution ple) consolidated financial

statements (continued)
For the year ended 31 March 2023

23. Derivative financial instruments (continued)

Hedged items - cash flow hedges

2023 2022
Change  Cash flow Change
in value hedge in value
used for reserve used for Cash flow
calculating balance calculating hedge
hedge net of hedge reserve
ineffectiveness tax ineffectiveness balance
£m £m £m £
Foreign currency risk:
Borrowings 23.0 (11.6) - 3.8
Interest rate risk
Borrowings - (15.3) - (17.6)
Hedged 1tems - Fair value hedges
23 2022
Change Fair value Change Fair value
in value gain hedge in value gain hedge
used for Carrying adjustments used for Carrying  adjustments
calculating value of included calculating value of included
hedge hedged in hedge hedged in
ineffectiveness  borrowings borrowings ineffectiveness  borrowings  borrowings
£m £m £m Lfm L Im
Interest rate risk
Bortowings 12.0 8627 (14.1) - - -
Hedge effectivenass
2023
Line item in
ingome Amount Amount Line item in
Ineflective statement reclassified reclassified income
hedge portion including because hecause statement
Iledging  recognised ineffective  cash flows hedged item including
eain/(loss) in income hedge no longer alfected reclass
in OC1 statement portion expected P&L  adjustment
£m £m £m £m
Fareign currency risk - cash Aow hedge (1.9) - Finance - (16.9)  Finance
income costs
Interest rate nisk - cash flow hedge - - - 1.3 Finance
costs
Interest rate risk - Fair value hedge - (L.0) Finance - -
income
2022
Line item in
income Amount Amount  Ling ilem in
Ineffective statement  reclassifled  reclassified income
hedge portion including because because statcment
Hedging  recognised meffective  cash flows  hedged item including
gain / (loss} in income hedge no longer affected reclass
in OCT statoment portion expected P&L.  adjustment
£m £m £m Em
Foreign currency risk 9.9 - - - (9.3) Finance
costs
Interest rate risk - - - - 1.8
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23, Derivalive financial instruments (continued)

Reconciliation of hedging reserve 2023 2022
Cash flow Cost of Cash flow Cost of
hedge hedge hedge hedge
reserve reserve reserve reserve
£m £m £m £m
Opening balance (13.8) - (16.9) -
Hedging gain'(loss) (1.9) 0.6 9.9 -

Ameount reclassified to tncome statement because

hedged item affected profit and loss (15.6) - {7.5) -
Income tax impact 4.4 (0.1) 0.7 -
Closing balance (26.9) 0.5 (13.8) -

24. Deferred tax

The following arc the deferred tax labilitics and assets recognised by the NGED Group and movements thereon during the current and
prior vear:

Accelerated Retirement

capital benefit

allowances obligation Other Total
£m £m £m £in

At 1 April 2021 706.7 75.1 (13.0) 760.8
Charge to the incame statement 2773 4.3 0.4 282.2
Charge'(credit) to cguity - 2803 {07y 279.6
Transfcr between categories (9.1) - 5.1 -
At 1 April 2022 974.9 3369 (6.2) 1.328.6
Charge 10 the income statement 63.7 223 0.3 86.3
Credit to equity - (220.7) 4.7 225.4)
Disposal of subsidiary 0.9 - - 0.9
At 31 March 2023 1,039.5 161.5 (10.6) 1,190.4

Accelerated capital allowances represents the tax deferred on profits due to the difference in timing when the deductions for expenditure
on fixed assets arc recognised in the income statement through depreciation and when tax dedoctions for that expenditure through
capital allowances are included in tax returns tiled with HMRC. Deferred tax arises on retirement benefit ebligations as tax deductions
are included n tax returns as contributions are paid to the pension schemes and not when the obligations or surpluses on the schemes
are recorded 1o the financial statements. The other deferred tax balances relate (o items such as provisions and accruals that are tax
deductible when paid rather than when acerued and debt value adjustments that are taxed deducted under tax rules at times different to
when those adjustments have been recognised in the inconie statements.

Deferred tax assets and liabiliies are only offset where there 15 a legally enforceable right of offsct and there i3 an intention t¢ settle the
balances net. Afier offset, there is a net deferred tax liability that will reverse after more than one year. The net deforred tax liability
will impact the Jroeg s tax payments over a very long period of time mainly due to the long expected useful lives of fixed assets and the

Crouze 1 emson sonees fa g 10 Tl modarty dats

Deferred tax assets are recognised for tax loss carry-forwards 1o the extent that the realisation of the deferred tax bencfit through future
taxable profits is probable. The Group did not recognise deferred tax assets of £238.1m (2022: £238.1m) in respect of capital losses
amounting to 932 3m {2022: £952.4m) that can be carried forward againgt future taxable chargeable gains as thers 13 no use of thesc
azsets for the forescoable future.
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For the year ended 31 March 2023

25, Retirement benefit obligations

Introduction

The NGID Group operates four defined benefit pension schemes:

- two segments of the Electricity Supply Pension Scheme ("ESPS™).
- the segment covering NGED South West and NGED South Wales ("ESPS WPD™), and
- the segment covering NGED East Midlands and NGED West Midlands ("ESPS CN")

- the Western Power Utilities Pension Scheme ("WPUPS")

- the Infralec 1992 Pension Scheme ("Infralec 927)

The assels ol all four schemes are held separately from those of the NGED Group in trustee administered lunds.

The ESPS provides pension and other rclated defined bencfits based on final pensionable pay 10 employees throughout the electricity
supply industry. The two segments of the TISPS relating to NGED are closed to new members except in very limited circumstances.
Existing members are unaffected. A defined contribution scheme is offered to new employees.

NGTD Scuth Wales is the principal employer for WPUPS. which is a defined benefit scheme providing benefits relating to previous
employees of a former affiliated group. NGED South Wales will lund the actuarial deficit. However, as National Grid Electricity
Distribution [oidings Limited, (formerly Western Power Distribution Holding Company Limited), the Company's parent, has taken full
financial responsibilily for this scheme, NGED South Wales will be reimbursed for these payments.  As National Grid Electricity
Distribution Holdings Limited. (formerly Western Power Distribution Holding Company Limited) is outside the NGED Group, the
value of the reimbursement agreement is stated in the balance sheet (Note 26) and matches the gross asset/liability recorded under IAS
19 below.

Infralec 92 provides benefits on both a money purchase and final salary basis and is operaled by NGED South Wales.
WPUPS and Infralec 92 are closed with no active members.

The NGED Group also has an unfunded obligation which relates to previous executives of NGED Rast Midlands and NGED West
Midlands. NGED Scuth Wales also has an unfunded obligation in relation to previous executives. This is subject to reimbursement by
National Grid Distribution Holdings Limited as a resuft of the novation agreement executed during the prior year, and therefore a
corresponding reimbursement asset is stated on the balance sheet (Note 16) and matches the liability recorded under [AS 19.

Other scheme
NGED also operates a defined contribution scheme. The assets of the schemc are held separately from those of NGED in an
independent fund administered by the scheme trustee. The scheme has two sections:
{a) a closed section with no active members. At 31 March 2023 there were 188 members with deferred benefits in the scheme (2022:
£91) and 7 pensioners (2022: 3). Market value of the assets was £2.3m (2022: £2.4m).
{b) a new pension arrangement available to all new employees in NGED with effect from 1 April 2010. At 31 March 2023 there were
5,001 members (2022: 4.588). The market value of the assets of the open section of the scheme was £164.1m (2022: £164.0m).
Employer contributions to the scheme amounted to £15.3m in the year (2022: £13.5m).

Defined benefif schemes

The liability/asset recognised in the balance sheet in respect of defined benelit pension plans is the present value of the defined benefit
obligation at the end of the reporting period less the fair value of the plan assets. The defined benefit obligation is calculated annually
by independent actuaries, Aon, using the projected unit method. The present value of the defined benefit obligation is determined by
discounting the estimated future cash outflows using interest rates of high-quality corporate bonds that arc denominated in the currency
in which the benefits are paid, and that have terms to matueity approximating to the terms of the related pension obligation.

Actuarial gains and losses arising from experience adjustments and changes to actuarial assumptions are charged or credited to equity in
other comprehensive income in the period in which they arise. Past-service costs are recognised immediately in income.

The schemes are funded, defined benefit, final salary pension plans. The level of benefits provided depends on members' length of
service and their salary at the date of leaving the NGED group. The majority of pensions in payment receive inflationary increases n
line with the RP[ ("Retail Prices Index™) inflation. The bencfit payments are from trustee-administered funds. The amount of
contributions to be paid is decided jointly by the employer and the Trustees of the Scheme. Asscts held in trust are governed by UK
regulations and practice. The schemes' investment strategy is decided by the Trustees, in consullation with the employer. The Boards of
Trustces must be composcd of representatives of the employer and plan participants in accordance with the schemes' legal
documentation.

Nationa! Grid Electricity Distribution ple (formerly Western Power Distribution plc) 109
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25. Relirement benefit obligations (continucd)

‘The amounts recognised in the balance sheet are determined as follows:

2023

FSPS WFPD ESPS CN WPUPS  Infralec 92 Linfunded Total

£m £m £m £m £m £m

Present value of obligatiens 1,809.9 2,535.1 381.% 10.¢ 6.4 4,742 .6

Fair value of scheme assets (1,930.9) (2,986.6) (457.0} {13.9) - (5,389.0)

s 'defici fi lan and (assct)labili

(Sul‘plu%)‘dc 1§1t of funded plan and (assct)liability (121.0) (451.5) (76.5) 3.8) 6.4 (646.4)

recognised in the balance sheet
Representad by:

Retirement benefit obligations - - - - 6.4 6.4

Retiremient benefit assets {121.0) {4351.5) {76.5) (3.8) - {652.8)

(121.0) {451.5) (76.5) (3.8) 6.4 (646.4)

2022

ESPS WPD ESPS O WPUPS Infralec 92 Unfunded Total

£m £m £m £m £m £m

Present valuc of obligations 2.368.5 3,336.9 491.8 12.8 7.7 6.217.7

Fair value of scheme assets {2,827.3) (4,216.3) (597.0) (17.3) - (7,658.1)

(Surpiusg) deﬂfm of funded plan and (asset) lability (158.8) (879.4) (105.2) (4.7) 27 (1440 4)
recognised in the halunce sheet

Repraesented by:

Retirement bengfit obligations - - - - 7.7 7T

Retirement benefit assets (458.8) (879.4 (165.2) (4.7) - (1.448.1)

(458.8) (879.4) (103.2) 4.7y 77 {1.440.4)

The regulator, Ofgem. currently allows ongoing service costs and & proportion of the deficit ¢costs 1o be recovered through regulated
income

Analysis of the amount charged to profit before interest and taxation or w0 capital expenditure-

2023

ESPS WPD ESPS CN WPUTPS  lInfralee 92  Unfunded Total

£m £m £m £m £fm £m

Current service cost 23.7 27.2 - - - 50.9
Administrative costs 1.5 1.9 g - - 4.1
WPUPS reimbursciment agreemeit - - (0.7) - - (0.7)
Operating charge relating to defined 252 291 ) i 543

henefit plans

Interest income on plan assets {67.3) (100.2) {14.0) (0.4 - (1819
Interest on plan fiabilities 55.7 78.5 11.5 0.3 0.1 146.1
WPUPS reimbursement agreement - - 2.5 - - 2.5
Orther finance (income) expense {11.6) (21.7) - 0.1y 0.1 (33.3)
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25. Retirement benefit obligations (continued)

2022
ESPS WPD ESPS CN WPUPS  Infralec 92 Unfunded Total
Lm fm £m Lm £m Lm
Current service cost 32.6 36.4 - - - 65.0
Adntinistrative costs i3 1.7 n.4 - - 3.
WPUPS reimbursement agreement - - (0.4) - - (0.4
Operatlr_ng charge relating to defined 339 181 ) ) ) 72.0
benefit plans
Interest income on plan assets (32.9) (79.1) {12.1) (0.4) - (144.5)
Interest on plan Jabilities 52.2 73.5 10.1 0.3 0.2 136.3
WPLUPS reimbursement agreament - - 2.0 - - 2.0
Ollier Mnance {icomeYexpense 0.7 (3.6) - ((CR)] 0?2 )
The operating charge is allocated to the operating expenses in the income statement or 1o capilal expenditure as appropriate.
Analysis of the amount recognized in other comprehensive income:
2023
ESPS WPD ESPS CN WPLUPS  1nfralec 92 Unfunded Total
£m £m £m £m £m £m
Return on plan assets excluding amounts
included ininterest (income) expense 902.7 1,247.4 126.2 3.6 - 2,279.9
Gain from change in
demographic assumptions (22.4) (29.9) (4.7} (0.1) - (57.1)
Gain from change in Ninancia)
assumptions (5373.6) (770.3) (92.0) (2.2) (1.1) (1,439.2)
Ixperience losses{gains; 55.4 42.5 1.0 0.1) - 08.8
WPUPS Reimburscment agreement - - (30.5) - 0.4 30.1)
Remeasurement losses fecognised in 362.1 489.7 - 12 0.7) $52.3
other comprehensive income
2022
ESPS WPD ESPS CN WPLUPS Infralec 92 Unfunded Total
£m £m £m £m £m £m
Return on plan assets excluding amounts
included in interest income (196.3) (294.4) (2.8) - - (493.7)
Loss from change in
demographic assumptions 87.2 118.4 131 0.5 - 2152
(Gain)foss lrom change in
financial assumptions (335.8) (462.4) (29.5% (1.1 0.4 {(828.4)
Experience losscs 24.5 38.1 14.0 .2 76.8
WPUPS reimbursement agreement - - 3.2 - (0.2) 5.0
Remeasurement (gal‘ns}. 1()5868 recognisad in (420.6) (600.3) ) (0.4) 02 (0211
other Cumprehenswe mncome
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Notes to ithe National Grid Electricity Distribution ple (formerly Weslern Power
statements (continued)
For the ycar ended 31 March 2023

25. Retirement benelit obligations (continucd)

The moveneent in the net defined benefit obligation over the accounting period is as follows:

Distributien ple) consolidated financial

LESPS WPD Year ended 31 ivlarch 2023 Year ended 3t March 2022
Present Fair value Present Fair value
value of of plan value of of plan
obligation assets Total obligation assets Total
£m £m £m Lm £m £m
Liability/(asset) at 1 April 1,368.3 (2,827.3) (438.8) 2.606.1 (2,637.0) {31.5)
Current service cost 23.7 - 23.7 326 - 320
Administrative costs 1.5 - 1.5 1.3 - 1.3
tnterest expense (income) 3579 (673 {11.6) 32.2 (32.9) (0.7
Past service cost and gains and losses
on settlemcnis 4.8 - 4.8 - - -
85.7 (67.3) 18.4 §6.1 (52.9) 332
Remeasurements:
Return on plan assets excluding amounts
included in interest (income) expense - 902.7 902.7 - (196.5) (196.5)
{Gain)loss from change in
demographic assumptions (22.4) - (22.4) 87.2 - 87.2
Gain from change in financial
assumptions (373.6) - (373.6) (335.8) - (335.8)
Experience losses 55.4 - 55.4 243 - 245
(540.6) 902.7 362.1 {224.1) {196.5) (420.6)
Coniributions:
Employers - {42.7) (42.7) - (39.9) (39.9)
Plan participanis 3.8 (3.8) - 3.8 (3.8) -
3.8 (46.5) (2.7 38 (43.7) (39.9
Payments from plan
Benefit payments (106.0) 106.0 - (102.1) 1021 -
Administrative costs {1.5) 1.5 - {1.3) 13 -
{107.5) 107.5 - (1034 1034 -
1.iability/(asset) at 31 March 1,509.9 {1.930.9 (121.0) 23685 (2,873 {4358.8)
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25, Retirement benelit obligations (continued)

ESPS CN Year ended 31 March 2023 Year ended 31 March 2022
Present  Fair value Present Fair value
value of of plan value of of plan
obligation assets Total obligation assets Total
£m £m £m £m fm £m
Liability/(asset) at 1 April 3,336.9 (4,216.3) (879.4) 3.671.9 (3,940.9) (265.0)
Current service cost 27.2 - 212 8.4 - 364
Administrative costs 1.9 - 1.9 1.7 - 1.7
Interest expense’(income) 78.5 (100,2) (21.7) 73.5 (79.1) (5.6)
107.6 (100.2) 7.4 111.6 {79.1) 32.5
Remeasurements:
Return on plan asscts excluding anmounts
included 0 intergst {income)expense - 1,247.4 1,247.4 - (294.4) (294.4)
(Guin) loss frem change in
demographic assumptions (29.9) - (29.9) 118.4 - 118.4
Gain from change in financial
assurmptions (770.3) - (770.3) (462.4) - (462.4)
Experience losses 42.5 - 42.5 381 - 38.1
(757.7) 1,247 .4 489.7 (305.9) (294.4) (600.3)
Contributions:
Employers - (69.2) (69.2) - (42.0} (42.6)
Plan participants 5.7 (5.7) - 3.7 {3.7) -
5.7 (74.9) (69.2) 3.7 (48.3) {42.6)
Payments from plan:
Benefit payments (155.5) 155.5 - (144.7) 144.7 -
Administrative cosis {1.9) 1.9 - (1.7) 1.7 -
(157.4) 157.4 - {146.4) 146.4 -
Liability/(asset) at 31 March 2.535.1 (2,986.6) (431.5) 3.336.9 (4,.216.3) (879.4)
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25. Retirement benefit obligations (continued)

WPLPS Year ended 31 March 2023 Year ended 31 March 2022
Present Fair value Present Fair value
value of of plan value of of plan
obligation assels Total obligation assets Total
fm £m £m £ Lm £m
Liahility/(asset) at 1T April 491.8 (597.0) (105.2) 510.0 (608.4) (98.4)
Administrative costs 0.7 - 0. 0.4 - 0.4
Intercst expense/(incoms) 11.5 (14.9) (2.5 10.1 12.1) (2.0)
12.2 {14.0) 1 10.3 12.1) (1.6)
Remeasurements:
Return on plan assets excluding amounts
mcluded in interest expense {incoms) - 126.2 126.2 - {2.8) (2.8)
{Gain)'loss from change in
demographic assumpiions 4.7) - 4.7 13.1 - 13.1
Guain from change in financial
assumptions (92.0) - 92.0) (29.5) - (29.5)
Experience loss 1.0 - 1.0 14.0 - 14.0
(95.7) 126.2 30.5 (2.4) (2.8) (3.2)
Contributions:
Employers - - - - - -
Payments from plan:
Banefit payments {26.5) 26.5 - (25.9) 259 -
Administralive costs 0.7) 0.7 - (0.4) 0.4 -
(27.2) 27.2 - (26.3) 263 -
Liability/(asset) at 31 March 381.1 (437.6) (76.5) 491.8 (597.0) (105.2)
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Notes to the National Grid Electricity Distribution ple (formerly Western Power Distribution ple) consolidated financial

statements (continued)
For the year ended 31 March 2023

25. Retiremenl benelit obligations (conlinued)

Infralec 92

Year ended 31 March 2023

Year ended 31 March 2022

Present Fair value Present Fair value
value of of plan value of of plan
Liability/(asset) a¢ 1 April 12.8 (17.5) @7 135 (17.4) (3.9)
Interest expense/(income) 0.3 (0.4) (0.1) 0.3 (0.4) (0.1
0.3 0.4 (0.1) 0.3 (0.4) (0.1)
Remeasurements:
Return on plan assets excluding amounts
included in interest (income). ‘expense - 3.0 3.6 - - -
(Gain)loss from change in
demographic assumptions {0.1) - 0.1 0.5 - 0.5
Gain from change in financial
assumptions (2.2) - 2.2) (1. - (N
Fxperience {gains) lnsses (0.1) - (0.1) 0.2 - 2
(2.4) 3.6 1.2 0.4) f 0.4)
Contributions:
Employers - (0.2} (0.2) - (0.3) (0.3)
- (0.2) 0.2) - (0.3) (0.3)
Payments from plan:
Benefit payments {0.6) 0.6 - (0.6) 0.0 -
(0.6) 0.6 - (0.6) 0.6 -
Eiability/(asset) at 31 March 10.1 (13.9) (3.8) 12.8 (7.5 (4.7
Ihe signiticant actuarial assumptions made were as follows:
2023
ESPS WPD ESPS CN WPLPS Infratec 92
% % Yo %o
RPI Tnflation 315 318 3.20 3.20
CPIl Inflation 2.65 2.65 2.60 2.60
Rate of general long-term salary increases 3.10 3.10 Nfa Nfa
RPi-linked pension increases 3.05* 2.95 3.20 295
CPi-linked pension inercases N/a Nfa 2.60 N/a
Post-88 GMP pension increases 2.00 2.80 2.00 2.00
Discount rale for scheme liabilities 4.80 4.80 4.80 4.80

* with 5% cap for years ending 31 Marceh 2022 and 31 March 2021,
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Notes to the Mational Grid Electricity Distribution ple (formerly Western Power Distribution ple) consofidated financial

statements (continued)
For the year ended 31 March 2023

25. Retirement benefit obligations (continued)

‘The significant acluarial assumptions made were as follows:

2022

ESPS WPD ESPS CN WPUPS 1nfralec 92

% Y %o Y%

RPI Inflation 3.50 3.60 3.7 3.70
CP1 Inflatien 3.05 3.10 315 315
Rate of general long-term salary increases 335 3.60 Na Nra
RPI-linked pension increases 3.10 3.10 3.70 3.15
CPI-linked pension increases N'a Nia 315 Nia
Post-88 GWP pension increasss 2.10 2.10 2.15 2.15
Discount rate for scheme liabilitics 2.80 2.80 2.75 275

Assumptions relating to future mortality are set based on actuarial advice in accordance with published statistics and experience. These
assumptions translate into an average life expectancy in years for a member at age 60:

ESPS WP

31 March 2023

31 March 2022

i
|
| with CMI 2021 core
Mortality table adopted |

annum long-tcrm

i improvement rate

Based on S2PPXA base iables

Based on S2PXA basc

tables with CMI 2021

annum long-term
improvement rate

core

! projections and a 1.25% per projcctions and a 1.25% per

Life expectancy for a male currently aged 60 26.3 26.9 :

. Life expeclancy for a femalz currently aged 60 28.5 28.8
| P

: Life cxpectancy at 60 for a male currently aged 977 28 1 }
40 ;

Life expectancy at 60 for a female currently 29 70 20,00 ‘:
aged 40 ]

LESPS CN

31 March 2023

3% Mareh 2021

‘Based on $2PXA base tables

with CMI 2021 core
Mortality table adopted
annum long-larm
improvemsant rate

Based on S2PXA base

tables with CMVE 2021

annun long-term
improvement rate

core

projections and a 1.23% per projections and 2 1.25% per

RO

Lilz expectancy for a maie currently aged 60 26.5 269 :

I

Life expectancy for a female currently aged 60 283 28.8
Life expectancy at 60 for a male currently aged | - :
277 28] !

40 | ;

e evpeciancy at 60 for & £ & T ] d
Life expectancy at 60 for a female currently : 2 70 5060 :
aged 40 i ;

National Grid Llectricity Distribution ple {formerly Western Power Distribution ple)




Notes to the National Grid Electricity Distribution ple (formerly Wesiern Power Distribution plc) consolidated [inancial
statements (continued)
For the year ended 31 March 2023

25. Retirement benefit obligations (continued)

wPues
31 March 2023 ' 31 March 2022 {
*with CMI 2021 core *with CMIE 2021 core
Mortality table adopted projections and a 1.25% per projections and a 1.25% per
annum long-term annum long-term
improvement rate : improvement rate
Life expectancy for a male currently aged 60 26.4 26.9
Life expectancy for a female currently aged 60 289 29.2
[ife expectancy at 60 for a male currently aged } 97 8 282 ‘
40 | i
Tife e 1 o 4 4 : |
ife expectancy at 60 for a female currently i 104 30.6 |
aged 40 ; |

* Male non-pensioners: 103% of S3PMA base tables, female non-pensioners: 97% of S3PFA middle base tables. male pensioners
103% of S3PMA basc tables, female pensioners: 96% of SIPFA_middie base tables

Infralec 92
31 March 2023 33 March 2022 !
; 100%) of S2P XA base tables 100% of SZPXA base tablcsf
with CM1 2021 core with CMI 2021 core
Mortakily table adopted I projections and 2 1.25% per  projections and a 1.23% per;
: annum tong-term annum long-term 4
improvement rate improvement rate !
i :
Life expectancy for a male currently aged 60 | 26.3 26.9
Life expectancy for a female currently aged 60 28.3 288
Life expectancy at 60 for a male currently aged 2% 1 255
40
ife expectancy z " female cur
Life expectancy at 60 for a female currently : 301 10.4
aged 40 i

The sensitivity of the defined benefit obligation 10 changes in the principal assumptions is:

Impact on defined benefit oblipation

Change in
assumption ESPS WPD  LSPSCON WPLPS infralec 92
Yo £m £m £m £m
Discount rate - 1% —2647-211] 3457281 ~41:-35 -1
RPI Inflation +-1% -202:-174 -220-208 -36°-32 ~1/-1
Lifc expectancy ~ 1 year 64 109 19 -

The above sensitivity analysis on the discount rate is based on a change in assumption while holding all other assumptions constant. The
change in RPIL infiation assumption impacts on the salary increases, CPl assumption, revaluation in deferment and pension incrcase
assumptions. When calculating the sensilivity of the defined benefit obligation to significant actuarial assumptions the same method
(present value of the defined benefit obligation calculated with the projected unit credit method at the end of the reporting period) has
been applicd as when calculating the pension liability recognised within the baltance shest.
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25, Reiirement benefit obligations (coniinued)

ESPS WPD scheme assets are comprised as [ollows:

31 March 2023

31 March 2022

Of which Of which
not quoted not quoted

in an active i an active
Tota! market Total market

£fm £m £m £m

Equities 259.0 (2.0) 628.7 {3.6)
Credit 203.2 - 250.0 -
Property 225.2 225.2 253.2 2532
Diversificd alternatives 247.3 - 536.4 -
1.0} strategy 998.5 998.5 1,130.6 1,130.6
Other including cash and net current assels (2.3) (4.6) 28.4 4.1
Total 1,930.9 1,217.1 2,827.3 1,376.1

ESPS CN scheme assets are comprised as follows:

31 March 2023

51 March 2022

Of which
not quoted
in an active

Of which
not quoted
in an active

Total market Total market

£m £m Im Em

Equities 204.2 (i.4) 686.7 (6.0)
Credit 2954 - 3547 -
Property 358.2 358.2 3635.7 363.7
Diversified altcrnatives 461.0 - 798.1 -
LDI strategy 1,675.1 1,542.8 2.018.2 1,943.1
Orher including cash and not current assets (7.3) (8.7) (7.1 (8.5)
Total 2,986.6 1,890.9 4,212 .8 2,294.3

WPUPS scheme assets are comprised as [0llows: 31 March 2023 31 March 2022

Of which Of which
not quoted not quoted
in an active in an active
Total market l'otal rmarlet

£ £ Lm Lm

Corporate bonds 244.4 - 281.6 -
LDl stralegy 2117 204.9 3129 309.5
Other 1.5 0.9 2.5 (0.9
Total 437.6 203.8 397.0 308.6

Infralec 92 scheme assers are comprised as follows:

371 Mareh 2023

31 March 2022

Of which Of which

not quoted not quoted

in an active in an active

Total market Total market

£m £m £m m

Equities 7.7 - 7.9 -

Government bonds 3.2 - 3.8 -

Corporats bonds 2.6 - 35

Other 0.4 9.1 0.3 -

Total 13.9 0.1 17.5 -
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Notes to the National Grid Eleetricity Distribution ple (formerly Western Power Distribution ple) consolidated financial
statements (continued)

For the year ended 31 March 2023

25, Retirement benefit obligations (continued)

‘There is no sell~investment in any of the schemes.

Through iis defined benefit pension plans. the NGED Group is exposed to a number of risks, the most significant of which are detailed
below:

Assel volatility IThe liabilities are calculated using a discount rate sel with reference to corporate bond yields; if’
. assets underperform this yield, this will create a deficit. ‘The scheme holds a significant proportion
of growth assets (e.g. equities) which are expected to outperform corporate bonds in the long-term;
while providing volaiility and risk in the short-term. The allocation o growth assets is monitored:
such that it is suitable with the schemes' long-ierm objecuves. :

:Changes in bond vizlds A decrease in corporate bond viclds will increase the schemes’ liabilities, although this will be
: ;partially offset by an increase in the value of the schemes’ bond holdings.
Inflation risk "The majerity of the schemes' benefit obligations are linked to inflation, and higher inflation will:

lead to higher liabilities (although, in most cases, caps on the level of inflationary increases are m'
iplace to protecl against extreme inflation). A proportion of the assets are either unaflected by or

:loosely correlated with inflation, meaning than an increase in inflation will increase the deficit. !

Life expectancy iThe majority of the schemes' obligations are to provide bencfits for the life of the member, so!

iincreases in life expectancy will result in an increase in the liabilities. i

The schemes use Government bonds, corporate bonds and cash as matching assets in the 1.D1 strategy holding. The remaindear of assets
are used as growth asseis.

The current agreed employer contributions for the WPD segment of the ESPS are 43.1% per annum of pensionable salaries plus an
additional £1.2m per annum covering future benefit accruals, expenses (including PPF levies) and death in service benefits. In addition,
the Company i3 committed to deficil contributions of £18.0m per annum payable monthly from 1 April 2023 to 30 November 2024,

The current agrecd employer contributions for the CN scgment of the ESPS are 37.5% per annum of pensionable salaries plus an
additional £1.2m per annum covering future benefit accrual, expenses (including PPF levies) and death in service benefits, The payment

of deficit contributions into ESPS CN are currently suspended but will be restarted at £3m per month should the assessed funding level
fall below a definad level.

The results of the 31 March 2019 funding valuation showed that WPUPS was in surplus and as a resull. no contributions are expacied io
be pald into the scheme for the vear ending 31 March 2024,

The Company is currently committed to payments of £0.2m per annum until 31 March 2024 (inclusive) in respect of Infralec 92,

Current expected total employer contributions for the year ending 31 March 2024 arc £47.2m for the WPD scgment of the ESPS and
£31.8m for the ON scgment of the ESPS.

The next triennial valuation for each scheme is being negotiated with an effective date of 31 Mareh 2022, Pending the outcome of these
valuations. the contribution requirements summarised above are likely to change.

The woighted average duration of the delined benefit obligation is around 13 years for the WPD segment of the ESPS, 12 years for the
CN segment of the ESPS and around 10 years for WPUPS and Infralec 92.
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Notes to the National Grid Electricity Disiribution ple (formerly Western Power Distribution ple) consolidated financial
statements (continued)
For the year ended 31 March 2023

26. Provisions

WPLIPS Asset
Reimbursement Retirement
Agreement  Obligations Insurance Pensions Other Total
M (i) (i) (iv) (v}
£m £m £m £m £m £m
At 1 April 2022 105.2 345 17.4 38 29 163.8
Additional  {release) 1.8 2.5 {0.8) (0.4) 2.9 6.0
Net decrease due to discount rate change and
unwinding of discount - {7.8) - - - (7.8)
WPUPS reimbursement remeasurements (30.5) - - - - (30.5)
Utilised during year - {1.1) - (0.7} - (1.8)
Al 31 March 2023 76.5 28.1 16.6 2.7 5.8 129.7
Provisions have been analysed between current and non-current as follows:
Current - 1.1 8.8 0.7 4.5 15.1
Non-current 76.5 274) 7.8 2.0 1.3 114.6
At 31 March 2023 76.3 28.1 16.6 2.7 5.8 129.7
Current - 1.5 9.1 0.8 1.9 133
Non-current 103.2 33.0 8.3 3.0 1.0 150.5
At 31 March 2022 105.2 34.5 i7.4 3.8 29 163.8

(1) NGED South Wales is the principal employer for WIRUPS, which is a defined benefit schems providing benelits relating to previous
employees of a former affihated group. NGED South Wales will fund the actuarial deficit. [lowever, as Natioval Grid Electricity
Distribution Holdings Limited {formerly Western Power Distribution Folding Company Limited), the Company’s parent, has taken full
firancial responsibility for this scheme. NGED South Wales will be reimbursed for these payments. As National Grid Llectricity
Distribution Holdings [Limited is outside the NGED Group. the value of the reimbursement agreement is stated in the balance shzet as a
proviston above, anid matches the gross asset recorded under 1AS 19 (Note 23).

(1) Asset retirement obligations relate 10 an estimate of the costs of disposing and removing wood poles, fluid filled cahles, SF6 gas
units and PCB contaminated units at the end of their vseful lives and are expeocted to be seftled over the next 85 years. These assets are
included in distnibution network within property, plant and equipment.

(iil) Insurance provisions relate o claims covered by the NGED Group's wholly-owned captive insurance company, Aztec Insurance
Limited ("Artec”), based in Guernsey, and claims covered by external insurers. This includes third party motor claims, employers'
liability, public and product liability, and professional indemmnity and includes claimg that are reported but not yet paid and anticipated

cost of claims incurred but net yot reported. The divectors expect the provision to be settled i the next five years.

(iv) Pension provisions relate to expected settlements of liabilities relating to the pension liability relating to the Electricity Association
Technology Limited ("EATL™) and are expecied to be settled over a period of approximately cight years.

(v} Other provisions relate principally 10 onsrous uninsured losses. and miscellaneous claims arising in the ordinary course of business:
the directors expect other provisions to be settled within the next two years.
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Notes to the Natienal Grid Electricity Distribution ple (formerly Western Power Distribution ple) consolidaied [inancial
statements (continued)
For the year ended 31 March 2023

27. Share capital

2023 2022
£m £m

Essued and tully paid:
1,057,592,372 (2022: 1,057,592 372) ordinary shares of £1 each 1,057.6 1,057.6

The sharcs entitle the holders thereof io one vote per share held. Fach share ranks equally for any dividend deelared and any distribution
made on a winding up. The shares are not redeemable.

28. Capital and reserves

2023 2022

£m £m

Share capital 1,057.6 1,057.6
Merger reserve (963.1) (963.13
Hedging reserve (26.4} (13.8)
Non-cash capital contribution reserve 35 0.5
Retained earnings 0,179.9 6,275.5
6,251.5 6,356.7

The share capital represents the nominal value of the authorised ordinary shares in the Company in issue which carry a right to
participate in the distribution of dividends or capital ¢f the Company.

The merger reserve arose on the restructuring of NGED Group entities under common control in October 2014 and September 2001,
The hedging reserve is stated net of tax and compriscs of £0.3m gain in relation to cost of hedging and £26.9m loss in relation to cash
flow hedge reserve heing the effective portion of the cumulative net change in the fair value of cash flow hedge derivative instruments

related to hedged transactions that have not yel occurred. Refer note 23 for details.

The non-cash capital contribution reserve pertains to the employee share option scheme offered by the parent to be seftled in the
shares of the parent.

29. Caontingent liabilities

The NGED Group's businesses arc parties (o various legal claims, actions and complaints. Afthough the NGED Group is unable to
predict with certainty whether or not it will ultimately be successiul in these legal proceedings or, if not. what the impact might be, the
direciors currently believe that disposition of these matters will not have a materially adverse effect an the NGED Group's financial
statements.

28, Commilments

Capital commimmenis
Capital expenditure contracted {or at the balance sheet datz but not recognised in the financial stalements 13 as follows:

2023 2022
£m L
Property, plant and equipment 182.3 146.1

Operating lease comnitments - NGED Group as lessor

The NGED Group has enlered into commercial properiy leases on its investment property portfolio, consisting of the NGED Group's
surplus offices, shops remaining from a discontinued business, and surplus land, and also on its fibres The leases have lease terms
betwsen | and 123 years, and have various terms, escalation clanses and renewable rights. Leases include a clause to enable upward
revision of rental charge on a review cycle sct on lease inception according to prevailing market conditions.
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Notes (0 the National Grid Electricity Distribution ple (formerly Western Power Distribution plc) conselidated [inancial
statements (continued)

For the year ended 31 March 2023

30. Commitments (continued})

Operating lease commiltments - NGED Group as lessor (continued)

Future minimum rentals receivable under non-cancellable operating leases at 31 March are as follows:

2023 2022
£m £m

Year 1 3.6 3.
Year 2 30 29
Year 3 2.6 2.4
Year 4 2.5 1.8
Year 5 2.4 1.8
Year 6 and onwards 5.7 7.5
19.8 196

Guaranfees and indemmities
The ~GED Group has provided guarantees in respect of the funding required by the NGED Group's pension schemes.

31. Related party transactions

The immediate parent undertaking of the NGED Group is National Grid Electricity Distribution Holdings Limited (formerly Western
Power Distribution Holding Company Limited), which is registered in England and Walces. The ultimate controlling parent of the NGED
Group 15 Nationa! Grid Ple, registersd in Bngland and Wales.

The smallest and largest group in which the results of the Company are consolidated is that by headed by National Grid ple. registered in
England and Wales. Copies of these consolidated financial statements can be obtained from the Company Secretary, Natienal Grid ple, 1-

3 Strand, London WC2N 3HH

There are no personnel, other than the directors, who as key management have authority and responsibility for planning, directing and
controlling the activities. directly ot indirectly. of the NGED Group. Details of dircctors' compensation are set out in Note 9.

The following significant transactions with related partics were in the normal cotrse of business

2023 2022

£m £m

Revenue - National Grid affiliate companies (1) 12.4 4.0
Operating costs - National Grid affiliate companies (31) {49.1) (19.8)
Net finance cost (3.9) (1.8)
Loan with ultimate parent company (iii) (367.9) (662.6)
Lean receivable from uliimate parent company (iii} 146.0 -
Amounts due to affiliated Nationa!l Grid Companies - 44
WPUPS reimbursement lahility re WPUPS pension azset (1v) (76.3) 103.2)
Reimbursement asset re unfunded pension liability (v} 2.7 3.2

(i) Revenue from related parties consisis of engineering recharge revenoe from National Grid entities in relation to ongoing diversion
projzots.

(i1 Operating costs charged by related parties largaly relates w0 National Grid exit charges (charges levied by National Grid Electricity
Transmission for connection o the electiicity transmission system) and corporate recharges.

(i) Ths loan with and receivable from ultimate parent company pertaing to amounis drawn under the two-way loan agresment with
National Grid Ple. The loan is unsecured and is repayable demand. Interest is accrued on the balance daily at SONIA plus 0.23%
margin.

ra
(o)
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Notes to the National Grid Electricity Distribution plc (formerly Western Power Distribution plc) consolidated financial
statements (continued)
For the year ended 31 March 2023

31. Related party transactions (continued)

(iv)NGED South Wales is the principal emplover for WPUFPS, which is a defined benefit scheme providing benefits relating to previous
cmployees of a former affiliated group. NGED South Wales will fund the actuarial deficit. However, National Grid Electricity
Distribution Holdings Limited (formerly Western Power Distribution Holding Company Linuted), the Company's parent, has taken full
financial responsibility for this scheme, NGED South Wales will be reimbursed for these payments. As National Grid Electricity
Distribution Holdings Limited is outside the NGED Group, the value of the reimbursement agreement is stated in the balance shect and
malches the asset recorded under IAS 19 (Note 25 and Note 26).

(vi NGED South Wales also has an unfunded pension liability in respect of previous executives. National Grid Flectricity Distribution
Holdings Limited has taken full responsibility for this scheme and, therefore, NGED South Wales wil! be reimbursed for thesc
payments. The value of the reimbursement agreement is stated in the balance sheet and matches the liabilily recorded under 1AS 19
(INote 25 and Note 16).

31. Events after the reporting period

On 3 April 2023, the £845m RCF facilities of the Group expiring in May 2025 were cancelled and replaced with a new facility of
£845m with a 5 vear maturity expiring on 3 April 2028,

On 24 April 2023, the Group repurchased £115.8m of the £800m 5.75% bond duc in April 2032, The bond was repurchased at a fair
value of £117 2m.

National Grid Electricity Distribution ple (formerly Western Power Distribution ple) 123



Parent Company financial statements of National Grid Electricity Distribution ple (formerly Western Power Distribution ple)
Company balance shect
As at 31 March 2023

2023 2022
Note £m £m
Non-current assets
Investments:
Shares in subsidiary undertakings 4 2,876.0 2,876.0
Derivative financial instruments 48.3 35.9
2,924.3 29119
Current assets
Debtors 5 124.6 371.6
Cash at bank 0.1 0.2
124.7 371.8
Creditors - amounts falling due within one ycar 6 (768.6) (493.9)
Net current liabilitics (643.9) (122.1)
Total assets less current liabilities 2,280.4 2,789.8
Creditors - amounts faliing due after imore than ene year 6 (564.7) £1,032.1)
Provision for lizbilities
Deferred tax 7 (1.8) (1.2)
Net assets 1,713.9 1,736.5
Capital and reserves
Share capital 8 1,057.6 1,037.6
Hedging reserve 9 1.1 1.0
Profit and loss account 655.2 677.9
Equity shareholders' funds 1,713.9 1.736.3

The Company reported a loss [or the financial year ended 31 March 2023 of £22.5m (2022: £18.0m profit) and other comprehensive
income of £0. 1w (2022: £0.5m).

The financial statements of the Company on pagss 124 to 133 were approved by the Board of Dircetors and authorised for issus on 36
June 2023 and signed on its behalf by:

Cordelia O'Hara Graham Roy Ilalladay
Director Director
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Company statement of changes in equily
For the year ended 31 March 2023

Share Hedging Retained Total
capital reserve earnings equity
£m £m £m fm
At 1 April 2021 1,057.6 0.5 806.1 1,858.2
Profit for the year - - 18.0 1.0
Other coniprehensive income ~ 0.5 - 0.5
Total comprehensive income tor the year - 0.5 18.0 18.5
Share capital reduction - - N }
Fquity dividends paid {13 76 prnee per £1 share) - {(110.2) (140.2)
AL 31 March 2022 1,057.6 1.0 677.9 1,736.5
Loss for the vear - - (22.5) (22.5)
Other comprehensive income - 0.1 - 0.1
Total comprehensive income/{loss) for the year - 0.1 (22.9) (22.8)
Equily dividends paid (0.02 pence per L1 share} - - 6.2 (0.2)
At 31 March 2023 1,057.6 1.1 6352 1,713.9
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Notes to the Company linancial statements
For the year ended 31 March 2023

1. Authorisation of financial statements and statement of compliance with FRS 181

The parent Company financial statcments of National Grid Flectricity Distribution ple (formerly Weslern Power Distribution pley (the
"Company") for the year ended 31 March 2023 were authoriscd for issue by the board of directors on 30 June 2023 and the balancc
sheet was signed on the Twwd’s behalf by Cordelia O'Hara and Graham Roy Halladay. National Grid Electricity Distribution ple 1s a
public limited conipany incorporated and registered in England and Wales.

The Company mects the definition of a qualifying entity under FRS 100 "Application of Financial Reporting Requirements”. These
financial statements were prepared in accordance with Financial Reporting Standard 101 "Reduced Disclosure Framework" ("FRS 101"}
and in accordance with applicable accounting standards.

2. Significant accounting policies

Basis of preparation

As permitted by FRS 101, the Company has laken advantage of the disclosure exemptions available under that standard in relation to
financial instruments, capital management, presentation of comparative information in respect of cerfain assets. presentation of a cash
flow statement, standards not yet effective, impairment of assets and related party transactions. Where required, equivalent diselosures
arc given in the group accounts of Nationa! Grid Elcetricity Distribution ple (formerly Western Power Distribution ple) which are
included on pagesto | 1o 126.

As permitted by Section 408 of the Companies Act 2006 the Company has clected not to present its own income statenient or statement
of comprehensive income for the year. The profit attributable to the Company is disclosed in the footnote to the Company's balance
sheet.

The financial statements have been prepared on the historical cost basis, except for the revaluation of derivative financial instruments
that are measured at fair value, as explained in the accounting policies below. Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the pricc that would be received 1o scll an asset or paid o transfer a liability in an orderly transaclion between market
parlicipants at the measurcment date, regardiess of whether that price is directly observable or estimated using another valuation
technique. 1n estimating the fair valuz of an asset or liability, the Company takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account when pricing the asset or liability at the measurement date. Fair value
for measurenient and ‘'or disclosure purposes in these financial statcments is determined on such a basis, except for share-based paynient
transactions that arc within the scope of ITRS 2, leasing transactions that arc within the scope of IFRS 16, and measurements that have
some similarities to fair value but arc not faiv valus such as nct realisable value in 1AS 2 or velue in use in 1AS 36,

The Jomgany ; financial statcments are presented in Sterling as this 1s the currency of the primary economic environment in which the
Company operates, Alt values are rounded to the nesarest hundred thousand pounds sxcept when otherwise indicated.

The principal accounting policies adopted are set out below.

Going concern

The directors have prepared the financial statcments on the going concern basis as they have a reasonable expectation that the Company
has adequale resources to continue in operational existence for the foreseeable future, The cumrent financial position of the Company
shows net current liabilities of £643.9m (2022: £122.1m). The Company's net carrent liabilities will be settled with a combination of
cash flows fram operating activities, use of existing long-term facilities and issuances of Jong-term debt The Company can access either
short or fong term borrowings in order to linance repavment of any loans duz The Company has credit ratings above the investment
grade and there is sufficient avidence, including historical analysis of the Jovgur 1 ability to raise debt, to indicate that the Company
will be succcssfully abls to raise debt to finance repavments as needed. A letter of support has also been obtained from the a parent
undertaking confirming that it will provide financial support to the Group {or not less than 12 months from the date of approval of the
financial stalements.

The NGED Group's operating companies are regulated DNOs. DNOs are essential in keeping critical infrastructure assets operating
safely and securely and in making sure that homes and businesses across the country are receiving the cnargy needed  The work of the
Group is crucial for the continuation of existing essential services. the establishment of new critical infrastructures and for keeping the
pubhe. including the most vulnerable in our society, safe. Since the Company's income is primarily dividend and interest income from
NGED Group entities, the Company dogs not cunsider that stags therg is a matsrial uncertainty casting a doubt over the entity's ability to
continue as a going concern.

National Grid Electricity Distribution ple (formerly Wesiern Power Distribution ple) 12b



Notes to the Company financial staiements (continued)
I'or the year ended 31 March 2023

2. Significant accounting policies (continued)

Going concern (continued)

Having assessed the regulatory obligations of the business, the Company's investment portfolio, its consistent dividend inflow, the
ability to raise finance externally and the ability of the parent undertaking 1o provide financial support. the directors have concluded that
Lhe going concern basis of preparation remains appropriate.

Impact of new International Financial Reporting Standards
The following new standards are effective for accounting periods beginning on or after 1 January 2022:

Amendments to IFRS 3 - reference to the conceptual ramework, effective for annual periods beginning on or afier 1 JTanuary 2022;
Amendments to IAS 16 - amendments regarding proceeds before intended use, effective for annual periods beginning on or alter 1
January 2022,

Amendments to IAS 37 - amendments regarding onerous contracts - cost of fulfilling a contract, effective for annual periods
beginning on or after 1 January 2022;

Annual improvements to IFRS standards 2018 - 2020 cycle - effective for annual periods beginning on or after | January 2022,

The Company has assessed the impact of these standards and concluded that these standards do not have any material impact on the
Company's financial statements.

Foreign currencies

Transactions in foreign currencies are initially recorded in the entity's functional currency by applying the spot exchange rate ruling at
the date of the transaction. Monetary assets and liabilitics denominated in foreign currencies are retransiated at the functional currency
rate of exchange ruling at the balance sheet date. All differences are taken to profit and loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the cxchange rates as at the
dates of the initial transactions,

Taxation

Current tax 18 measured at the amount expected to be payable (or recoverable) in respect of the taxable profit (or loss) for the period
based on tax ratcs and laws that have been enacted or substantively enacted at the balance sheet date. This includes UK corporation tax
payable to HM Revenue & Customs ("HMRC") and amounts payable 1o (or receivable from) other UK group companies for losses and
other amounts transferred between them ("group relicf™),

Deferred tax is the tax expected to be payable (or recoverable) in future periods duc to differences between the time when profits and
losses are recognised in the linancial statements and the time when those profits and losses are included in tax returns filed with HMRC.
These temporary differences arise in the current period and then reverse In future perieds. The temporary differences are calculated by
comparing the carrying valuc of assets and liabilities at the balance sheet date with their corresponding fax bases included in tax returns.

Deferred lax 1s recognised on all temporary differences except

» where the temporary difference arises from the initial recognition of geodwiil or of an asset or liability in a transaction that is not a
business combination that at the time of the transaction affects neither accounting nor {axable profit or loss:

* in respect of taxable temporary differences associated with investments in subsidiarics, associates and joint ventures, where the timing
of the reversal of the temporary differences can be controlled and it is probable that the lemporary differences will not reverse in the
foreseeable future: and

= deferred tax agsets ave recognised only 1o the extent that it is probable that taxable profit will be available against which the asset may
be recoverad.

Deferred tan 15 measured on an undiscounted basis at the tax rates thal are cxpected to apply in the perieds when the temporary
differences will reverse based on tax rates and laws that have heen enacted or substantively enacted at the balance shect date. Deferred
tax assets and tiabilitics are offset only to the extent permitted by tax legislation.

Income tax is charged or credited to other ¢omprehensive income if it relates to items that are charged ov credited to other

comprehensive income. Similarly, income tax is charged or credited directly to equity if il relates to rtems that are credited or charged
direclly to equity. Otherwise tincome tax is recognised in profit and loss.
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Notes (o the Company financial statements {continued)
For the year ended 31 March 2023

2. Significant accounting policies {(continued)

Financial assefs

Financial assets are classified as debt instruments at amoriised cost; debt instruments al fair value through other comprehensive income
("FVQCI"); financial assets at fair value through profit and loss ("FVTPL"); derivatives designated as hedging instruments in an
effective hedge; or as equity instruments designated at FVOCI, as appropriate. Financial asscts include cash at bank. debtors.
investments, and derivative financial instruments.. Fhe Company determines the classification of its financial assets at initial
recognition. Financial assets are recognised initially at fair value, normally being the transaction price plus. in the case of financial assets
not at fair value through profit or loss, directly attributable transaction costs. For financial assets at FVTPL, transaction costs are
immediately recognised in profit and loss.

‘The subsequent measurement of financial assets depends on their classification, as follows:

Debt instruments at amortised cost

Debt instruments that meet the hold-to-coflect business model test and sole payment principal and interest ("SPP’I") contractual cash
flow test, are carried at amortised cost using the effective interest method, if the time value of money is significant. Gains and losses are
rccognised in income when the debt instruments are derecognised or impaired. as well as through the amortisation process. This
category of [inancial assets includes cash at bank, deblors and investments.

Financial assets al FVYOCI

Financia! assets at FVOCIL, that meel the sole payment principal and interest ("SPPI") contractual cash flow test and the objective of the
Group is achieved both by collecting contractual cash flows and sclling financial assets. are carried on the balance sheet at fair value
with gains or losses recognised in other comprehensive income. This category of financial assets include derivatives designated as
hedping instruments in an effective cash flow hedge.

Derivatives designated as hedging instruments in an effective hedge
These derivatives are carried on the balance shect at fair value, The treatment of gains and losses arising from revaluation is described
helow in the accounting policy for derivative financial instruments and hedging activities.

Impairment of financial assets
The Company recognises impairment on financial asscts following the expected credit loss ("ECL") model in IFRS 9.

Debtors

Dcbtors mainly comprise amounts owed by group undertakings and are considered to be low risk. Therefore the impairment provisien is
deterniined as 12 months expected credit loss. The 12-month ECL results from those default events on the financial assets that are
possible within 12 months afier the reporting date.

Investmerts
Investments are considered to be fow risk, and thercfore the impairment provision is determined as 12-month expected credit loss. The
12-month ECL resulis from those default events on the financial assets that are possible within 12 months after the reporting date.

Cash at bank and in hand

Cash at bank is subject to the impairment rcquircments of IFRS 9 but the impairment loss on these is deemed imumaterial since they have
an insignificant risk of change in value.

Financial liabilities

Financial liabilities are classified as financial liabilitics at FVTPL: or as financial labilities measured at amortised cost. as appropriate.
Financial labilities include creditors. The Company determines the classification of its financial liabilities at initial recognition. The
measurement of financial habilities depends on their classification. as follows:
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Notes to the Company [inancial statements (continued)
Forthe year ended 31 March 2023

2. Significant accounting policies (continued)
Financial liakilities (continued)

Financiaf liabilities measured at amortised cost
All other tmancial hablities are imibally recogmised at fair value. For interest-bearmng loans and borrowings this 1s the tar value ot the
proceeds received net of issue costs associated with the berrowing,.

After initial recognition, other financial liabilities arc subsequently measured at amortised cost. Amortised cost is calculated by taking
inte account any issue costs, and any discount or premium on secitlement. Gains and losses arising on the repurchase, setilement or
cancellation of liabilitics are recognised respectively in interest and other income and finance costs,

This categery of financial liahilities includes ereditors

Derivative financial insiruments and hedging

The Company uses derivative financial instruments such as forward currency contracts and interest rate swaps to hedge its risks
associated with foreign currency and interest rate fluctuations. Derivative financial instrumems are initally recognised at fair value on
the date on which a derivative contract is entered into and are subsequently remcasured at fair value. Derivatives are carried as assets
when the lair valuc is positive and as liabilities when the fair value is negative.

Gains or losses arising from changes in the fair value of derivatives that are not designated as effective hedging instruments or where
hedge is not fully effective, are recognised in the income stalement as remcasurements.

Offsetting of financial assets and liabilities

Financial assets and liabilities are prescnted gross in the balance sheet unless both of the following criteria are met: the Company
currently has a legally enforceable right to set off the recognised amounts: and the Company intends to either scttle on a net basis or
realise the asset and settle the Hability simultanecusly. A right of set off is the Camgsire’s legal right to settle an amount payable to a
creditor by applying against it an amount reccivable from the same counterparty. The relevant legal jurisdiction and laws applicable to
the relationships between the parties are considered when assessing whether 4 current legally enforceable right to set off exists.

Staff cost
The Company docs not employ any personnel. All staff are employed by the relevant subsidiaries.

Dividends
Dividend distribution 1o the Company's shareholder is recognised as a liability in the NGED Group's financial slalements in the year in
which the dividends are approved by the Company's dirgetors.

Share capital
Ordinary shares are classified as equity and are recorded at the par value of proceeds received, net of direct issue costs. Where shares
are 1ssucd above par value, the proceeds in excess of par value are recorded in the share premium account.

3. Critical accounting judgements and key sources of estimation uncertainty

In the application of the ormguny § accounting policies, which are described in Note 2. the directors are required to make judgements.,
estimates and assumptions about the carrying amounts of assets and liahilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical expericnee and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are rccognised in the
peried in which the estimate is revised il the revision affects only that period, or in the period of the revision and future periods if the

revision affects both current and future periods.

There are no estimates dependent upon assumptions which could change in the next financial year and have a material effsct on the
carrying amounts of assets and liabilities recogniscd at the balance sheet date.

Thete are no judgements dependent upon assumptions which could change in the next financial year and have a maierial elfect on the
carrying amounts of assets and liabilities recognised at the balance sheet date.
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Notes to the Company Rnancial statements (continued)
For the year ended 31 March 2023

4. Subsidiary undertakings

2023 2022
£m fm
Cost and Net book value 2,876.0 2.876.0
Details of the Company's subsidiary undertakings are as follows:
Subsidiary underiakings Principal activity Proportion
Yo
National Grid Electricity Distribution (South Wesl) ple (formerly Western Electricity distribution 100
Power Distribution {(South West) ple)
National Grid Electricity Distribution (Socuth Wales) ple (formerly Western Flectricity distribution 100
Power Distribution {South Wales) plc)
National Grid Electricity Distribution (East Midlands) ple (formerly Western Electnicity distribution 100
Power Distribution {East Midlands) plc)
National Grid Electricity Distribution (West Midlands) ple (formerly Western  Electricity distribution 100
Power Distribution (West Midlands) ple)
National Grid Electricity Distribution Investment Holdings Limited (formerly  Investment company 100
W'D Investment Holdings Linuted)
National Grid Llectricity Distribution Network Holdings Limited (formerly Investment company 100
WD Distribution Network Holdings Limited)
WPD WEM Limited Investment company 100
National Grid LElectricity Distribution Midlands Limited {formecly WD Investment company £00
Midlands Timited)
WPD WEM Holdings Limited investment company i00
National Grid Electricity Distribution Investments Limited (formerly Weslern  Investment company 100
Power Distribution Investments Limited)
National Grid Telecoms Limited (formerly WPD Telccoms Linited) Telecommunications 100
National Grid Tleciricity Distribution Generation Limited (formerly Western Power gencration 00
Power Generation Limited)
Natignal Grid Flectricity Distribution Property Investments Limited Property management 100
(formerly WPLD Property Ilnvestments Limited)
Kelston Properties 2 Limited Froperty managecment 100
Avtec Insurance Limited Insurance 100
National Grid Helicopters Limited (formerly South Western Helicapters Helicopter operalor 100
Limited)
NG Electricity Distribution Limited (formerly WPD Limiwed) @ Properiy management 100
Sheet Road Management Conpany Limited Properly management 51
South Wales Electricity Share Scheme Trustecs Limited Trustee company 100
Hyder Profit Sharing Trustees Limited Daormant company 100
WA Share Scheme Trustees Limited Dormant company 100G
Central Nerworks Trustees Limited Daormant company 160
WPD Share Scheme Trustess Limited Dormant company 100
Western Power Pension Trustes Limited Dormant company 100

~ncorporated in Guernsey

All undertakings are registered in bngland and Wales unless stated.

Except for National Grid Electricity Distribution Investment Holdings Limited (formarly WPD Investment Holdings Limited) and WPD
WEM Holdings Limited, which are owned 100% directly, all shares are held by subsidiary undertakings. All holdings are in ordinary
shares.

Except for Aziee Insurance Limited and NG Lblectricity Distribution Limited (formerly WPD Limited), the registered office of ali
subsidiary undertakings is Avonbanrk, Feeder Road. Bristo! BSZ 0TB. The registered office for Aztec Insurance Limited is PO Box 153,
Mill Court. La Charroterie, St Peter Port, Guernsey, GY1 4E7T and for NG Electricity Distribution Limited (formerly WPD Limited) is
Elizabeth House. Les Ruettes Braves, St Peter Port. Guernsesy, GY 1 TEW,

The cxemption under £.394A and s.448A from preparing and filing the financial statements of the dormant subsidiaries has been
availed.
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Notes to the Company linaneial statements (continued)
For the year ended 31 March 2023

4. Subsidiary undertakings (continued)

The foliowing UK subsidiaries will lake advantage of the audil exemption set out within section 479A of the Companics Act 2006 for
the year ended 31 March 2023

Subsidiary undertakings Company number
South Wales Electricity Share Scheme Trustees Limited 02525006
National Grid Electricity Distribution Network Holdings Limited (formerly WPD Distribution Network 08857746
Holdings Limited)

National Grid Electricity Distributian Investment Holdings Limited (formerly WPD Investment Holdings 10991479
Limiied)

National Grid Electricity Distribution Midlands Limited {(formerly WPD Midlands Limited) V2300928

WPD WEM Ioldings Limited 07578676

WPD WEM Limited 04066211

5. Debtors

2023 2022
£m Lm
Amounts lalling due within ¢ne year:

Aanounts owed by Group undertakings 115.9 3716
Current {ax receivable 8.7 -
124.6 371.6

Amounts owed by Group undertakings
2023 2022
£m £m
Inter-company loan due [rom WPD WEM Holdings Limited 1124 370.0
Interest on loan due from WPD WEM Holdings Limited 3.3 1.7
1159 371.7

The note receivable is unsecured and repavable on demand. The note accrues interest at a rate of SONIA compounded to 6 monthly
tenors, plus a margin of 1.25%.

6. Creditors

2023 2022
£m £

Amounts falling due within one year:
3.625% GBE500m bonds duc 2023 499.6 -
Loan with ultimate parent company (1) 20%.2 476.6
Amounts owad to Group undertakings 43.3 0.9
Accruals and deferred income 16.5 16.4
768.6 493 9
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Notes to the Company linancial statements (continued)
For the year ended 31 March 2023

6. Creditors {continued)

2023 2022
£m £m

Amounts falling due after more than one year:
7.375% USS2535m bonds due 2028 (2) 217.1 2063
3.623% GBL300m bonds due 2023 - 498.9
3.5% GB£350m bonds due 2026 347.6 346.9
564.7 1.052.1

Borrewings arc stated net of unamortised issuc costs of £1.3m (2022: £2.0m), discount on issue of £1.5m (2622: £2.1m) and premium
on issuc of £10.4m (2022: £12.2m). These costs, together wilh the interest expense, are allocated to the income statement over the term
of the bands at a constant rale on the carrying amount.

{1) The loan with ultimate parent company pertains to amounts drawn under the two-way loan agreement with National Grid Ple. The
loan is unsecured and is repayable on demand, Interest is accrued daily on the balance at SONIA plus ¢.25% margin.

(2) The Company is a co-obligor and makes all payments on the $235m 7.375% notes due 15 December 2028, In accordance with the
agrecments, the Company and National Grid Eleciricity Distribution Holdings Limited (formerly Western Power Distribution Holding
Company Limited) are jointly and severally, and fully and unconditionally, liable for the notes. The Company has recognised the
obligation for the notes. in full.

7, Deferred tax

The following are the deferred tax liabilitics recognised by the Company and movements thereon during the current year. All balances
relate to temporary differences in respect of non-trade financial transactions.

2023 2022
£m £m
At 1 April 1.2 0.7
Charged to the income statcment 0.5 0.4
Charged to cquity 0.1 0.1
At 31 March 1.8 1.2
8. Share capital

2023 2022
£m £m

Issued and fully paid:
1,057.592,372 (2022: 1,057,592.372) ordinary shares of £1 cach 1.057.6 1,037.6

The shares entitle the holders thereaf to one vote per share held. Each share vanks equally for any dividend declared and any distribution
made on awinding up. Phe shares are not redecmable

[¥5)
[
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Notes to the Company linancial statemenis (continued)
TFor the year ended 31 March 2023

9. Hedging reserve

2023 2022

£m £m

At 1 April 1.0 03
Reclassification adjustments for gains on cash flow hedges

included in profit or loss 0.2 0.6

Income tax effect (0.1} (0.13

At 31 March 1.1 L.G

The hedging reserve 15 stated net of tax and relates to the effective portion of the value of interest rate derivatives associated with the
issuance of existing long-term debt. The interest rate derivatives were scttled in prior years and the net gain continues to be amortised
through the profit and loss account over the lerm of the debt.

10. Events after the reporting period
There were np events after the reporting period.
11, Related party transactions

The immediate parent undertaking of the Company is Mational Grid electricity Distribution Holdings Limited (formerly Westem Power
Distribution Holding Company Limited). which is registered in England and Wales. The ultimate controlling parent of the Company is
Nationa! Grid Ple, registered in England and Wales.

The largest group which includes the Company and for which consolidated financial statements are prepared is National Grid ple,
registered in England and Wales. Copies of these consolidated financial statements can be obtained from the Company Sceretary,
National Grid ple, 1-3 Strand. London WC2N SEH.

Loax with ultimale parent company

At 31 Mareh 2023, the Company has drawn down £209.2m (2022: £476.6m) under the two-way loan agreement with the parent
company, National Grid Ple. The loan is unsecured and is repayable on demand. Interest is accrued daily on the balance at SONTA plus
0.23% margin

Registered nffice:
National Grid Electricity Distribution ple {(formerly Western Power

Dhistribution ple) Telephone : 0117 933 2000
Avonbank Fax : 0117 9332001

Feeder Road email: nged.infof@nationalgrid.co.uk
Bristol Registered number 09223384
BS20TH
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