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Independent Power Networks Limited

Strategic‘Report for the Year Ended 31 December 2022

The Directors present their Strategic Report, ‘annual report and audited financial statements for the year
ended 31 December 2022. The Directors, in preparing this Strategic Report have complled with s414c of the
Companies Act, 2006.

Principal activity
The principal activity of the Company is the ownership and eperation of electric distribution networks in the
UK. : ’

Fair review of the business -

The profit for the year, after taxation,.amounted to £1,785,443 (2021: profit of £1,283,504). At the year-end
the Company had net assets of £69,667,303 (2021: net assets of £9,068,065). The Company had other
comprehensive income for the year of £60,813,795 (2021: £nil) due to transitioning from historic cost to the
revaluation model for subsequent measurement of Network assets. Further details can be found in note 2.

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

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

Regulatory

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

Health, Safety and Environmental

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

Liquidity and Interest Rates

The Group has a policy of seeking to have a number of sources of funds at any given time to meet its I1qund|ty
needs, as well as maintaining a balanced maturity profile to minimise, as far as possible, peaked repayments
and refinancing risk. Debt facilities are arranged with appropriate financial and operating covenants, ensuring
that management has the necessary flexibility in the operation of its business. The majority of the Group’s
existing debt has an unexpired term exceeding 8 years and is subject to a fixed interest rate.

Cash flow risk -
The Group uses derivative flnanaal instruments to manage certain exposures to quctuatlons in interest rates,
inflation rates and exchange rates. The Group does not hold any speculative financial instruments.

Credit-risk
Whilst the Group is dependent on a number of Iarge customers, the credit risk from the failure of those
customers is limited by regulatory regimes. The Group takes appropriate measures to reduce credit risk to a
manageable level and has strict procedures to manage credit risk relating to trade receivables. :
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Independent Power Networks Limited

Strategic Report for the Year Ended 31 December 2022 (continued)

Principal risks and uncertainties (continued)

Social, environmental and ethical policy
The Company is a member of the BUUK Infrastructure Group of Companies and accordmgly adheres to the
‘Group’s Social, Environmental and Ethical Policy. '

The Group recognises that its business activities and practices, and those of its suppliers, may have an impact
on its employees, society and the environment. As such the Group has developed its own policies and
procedures to ensure compliance with these matters. The Group expects all employees and its suppliers to
work to that Code, which as a minimum standard requires compliance with any relevant international and
national legal or regulatory framework. In addition, the Group has maintained reglstrat|on of 1SO 14001
environmental accreditation..

Health and safety

The Directors are committed to achieving high standards of health and safety in the Group s business activities
for employees and customers alike. Policies and procedureés are established to maintain continued provision of
safe and healthy working conditions compliant with statutory requirements and appropriate codes of practice.

Equal opportunities .

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

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

Approved by the Board on 24 July 2023 and signed on its behalf by:

D Corney
Director
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Independent Power Networks Limited

Directors' Report for the Year Ended 31 December 2022

The Directors present their report and the ﬁnancial}staterﬁents for the year ended 31 December 2022.

Principal risks and uncertainties and financial risk management objectives are discussed within the Strategic
Report. : : :

As a subsidiary company within the BUUK Group, the Company has taken the disclosure exemption in relation
to Streamlined Energy and Carbon Reporting ("SECR") where disclosure is made within a parent company's
group accounts. These SECR disclosures can be seen in the consolidated financial statements of BUUK
Infrastructure No°2 Limited.

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

C Linsdell ' ' ,
D Corney

D Overman

J Trounson

N Hindle

Dividends , .
During the year interim dividends were approved and paid of £2,000,000 (2021: £1,400,000). The Directors do
not recommend the payment of a final dividend (2021: £Nil). '

Employee involvement

The Directors recognise the integral importance of their employees in achieving Group success. Erﬁployee
involvement in the development of the business is encouraged through an open and honest working
environment, effective communication of business objectives and performance and actively seeking the
opinions and concerns of the wider business team. The Group has ranked as one of the UK’s BestWorkplaces™
for five consecutive years and in two consecutive years has ranked in the UK’s Best Workplaces™ for Women,
which reflects the Group's commitment to the importance of its employees.

Future developments _ .

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

Going concern

After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources
to continue to adopt the going concern basis in preparing the annual report and financial statements. The
directors have received assurances that the company will have access to the BUUK Group’s financial resources
for a period of at least one year from the date of signing of the financial statements and that companies in the
BUUK Group will not demand repayment of any inter-company debt where the company does not have the
financial resources to effect such payment. In the longer term, the Directors have a reasonable expectation
that the Group has adequate resources to continue in operation for the foreseeable future and that its
financial support will be sufficient for the company to continue to trade and meet its obligations as they fall
due.

Further details reg_ayrding the adoption of the gbing concern basis can be found in Note 2 of the financial
statements. ) ’ : :

’
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Independent Power Networks Limited

Directors' Report for the Year Ended 31 December 2022 (continued)

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

Disclosure of information to the auditors .

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

This confirmation is given and should be |nterpreted in accordance with the provnsmns of 5418 of the
Companies Act 2006.

Directors' respon5|b|I|t|es statement
The Directors are responsible for preparing the annual report and the financial statements in accordancé with
applicable law and regulations.

Company law requires the Directors.to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102
"The Financial Reporting Standard Applicable in the UK and Republic of Ireland". Under company law the
Directors must not approve the financial statements unless they are satisfied. that they give a true and fair view
of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing
these financial statements, the Directors are required to:

¢ select suitable accounting policies and then apply them consistently;
» make judgements and accounting estimates that are reasonable and prudent;

e state whether appllcable UK Accounting Standards have been followed, subject to any materlal departures
disclosed and explained in the financial statements; and

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

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

Appypeved by the Board on 24 July 2023 and signed on its behalf by:
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Independent Power Networks Limited

Independent Auditor's Report to the Members of Independent Power Networks Limited

Report on the audit of the financial statements

Opinion

In our opinion the financial statements of Independent Power Networks Limited (the 'Company'):

e give a true and fair view of the state of the Company's affairs as at 31 December 2022 and of its profit for
the year then ended; : s .

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 102 "The Financial Reporting Standard appllcable in the UK and
Republic of Ireland"; and .

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

We have audited the financial statements which comprise:

¢ the Income Statement;

¢ the Statement of Comprehensive Income;

¢ the Statement of Financial Position;

o the Statemen:t of Changes in Equity; and

. the related notes 1 to 18.

The financial reporting framework that has been applied in their'preparation is applicable law and‘ United

Kingdom Accounting Standards, including Financia! Reporting Standard 102 "The Financial Reporting Standard
applicable in the UK and Repubilic of Ireland" (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

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

We are independent of the Company in accordance with the ethical requirements that aré relevant to our
audit of the financial statements in the UK, including the Financial Reporting Council's (the 'FRC's') Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtamed is sufficient and appropriate to prowde a basis for our
opinion. ,
Conclusions relating to going concern

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

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

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the
relevant sections of this report.
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Independent Power Networks Limited

Independent Auditor's Report to the Members of Independent Power Networks Limited
(continued) '

’

Other information

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

Our responsibility is to read the other information and, in doing so, consider whether the other information is

_materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or
otherwise appears to be materially misstated. if we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regérd.

Responsibilities of Directors

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

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

Auditor’s responsibilities for the audit of the financial statements -

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in’
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can’arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of Users taken on the basis of these financial statements.

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

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

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

Independent Auditor's Report to the Members of Independent Power Networks Limited
-{continued)

-

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

identified the key laws and regulations that:

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

-s do not have a direct effect on the financial statements but compliance with which may be fundamental to
the company'’s ability to operate or to avoid a material penaity.

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

in common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to
the risk of management override. In-addressing the risk of fraud through management override of controls, we
tested the appropriateness of journal entries and other adjustments; assessed whether the judgements made
in making accounting estimates are indicative of a potential bias; and evaluated the business rationale of any
significant transactions that are unusual or outside the normal course of business.

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

* reviewing financial statement disclosures by testing to supperting documentation to assess compliance
with provisions of relevant laws and regulations described as having a direct effect on the financial
- statements; | .

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

¢ enquiring of management and external Iegal counsel concerning actual and potential litigation and claims,
and instances of non-compliance with laws and regulations; and :

« reading minutes of meetings of those charged with governance and reviewing correspondence with HMRC.

Report on other legal and regulatory requirements

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

¢ the information given in the Strategic Report and the Directors' Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the Strategic Report and the Dlrectors Report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the Company and its environment obtalned in the course e of
the audit, we have not identified any material misstatements in the Strategic Report or the Directors' Report.
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Independent Power Networks Limited

Independent Auditor's Report to the Members of Independent Power Networks Limited
(continued)

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

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

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

e certain disclosures of Directors' remuneration specified by law are not made; or

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

We have nothing to report in respect of these matters.

Use of our report

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

Lee Welham FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP ‘
Statutory Auditor

Cambridge

United Kingdom

26 July 2023
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Independent Power Networks Limited

Income Statement for the Year Ended 31 December 2022

Note
Turnover . ) -3
Cost of sales
Gross profit .
Administrative expenses

Operating profit 4
Interest receivable and similar income '

Interest payable and similar expenses
Profit before tax
Taxation 9

Profit for the financial year ‘

)
The above results were derived from continuing operations.

The notes on pages 14 to 25 form an integral part of these financial statements.

- Page 10

2022 2021
£ £

14,523,551 11,597,656
(9,326,258) (6,631,594)
5,197,293 4,966,062
(2,736,081) (2,853,216)
- 2,461,212 2,112,846
‘ 178 ;
(228,398) (188,815)
2,232,992 1,924,031

(447,549) (640,527) .
1,283,504

1,785,443



Independent Power Networks Limited

Statement of Comprehensive Income for the Year Ended 31 December 2022

2022 2021
£ £
Profit for the year ’ - 1,785,443 1,283,504
Surplus/(deficit) on revaluation of network assets before tax . 81,085,060 . -
Income tax effect of revaluation of network assets - (20,271,265) -
Total comprehensive income for the year o 62,599,238 1,283,504

'

The notes on pages 14 to 25 form an integral part of these financial statements.
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Independent Power Networks- Limited

{Registration number: 04935008)

Statement of Financial Position as at 31 December 2022

Fixed assets
Tangible assets

B

Current assets
Debtors .
Cash at bank and in hand

Creditors: Amounts falling due within one year
Net current liabilities

- Total assets less current liabilities

Provisions for liabilities
Net assets

Capital and reserves
Called up share capital
Revaluation reserve
Profit and loss account

Total equity

Note

10

11

12

13

14

2022 2021
£ £
98,935,226 17,841,965
2,631,545 12,116,980
295 5,859
2,631,840 2,122,839
(10,361,560) (9,751,068)
(7,729,720) (7,628,229)
91,205,506 10,213,736
(21,538,203) (1,145,671)
69,667,303 9,068,065
© 25,001 25,001
60,813,795 .
8,828,507 9,043,064

69,667,303

9,068,065

" Approved and authorised by the Board on 24 July 2023 and signed on its behalf by:

D Corney
Director

The notes on pages 14 to 25 form an integral part of these financial statements.
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Independenf Power Networks Limited

Statement of Changes in Equity for the Year Ended 31 December 2022

Profit and loss

Share capital account Total
. : £ £ ‘ £
At 1 January 2021 ' 25,001 9,159,560 9,184,561
Profit for the year . . . - 1,283,504 1,283,504
Dividends . : ' - (1,400,000)  (1,400,000)
At 31 December 2021 : : ' 25,001 9,043,064 9,068,065
Revaluation Profit and loss .
Share capital reserve account Total
Notes £ ’ £ £ £
At 1 January 2022 25,001 . 9,043,064 9,068,065
Profit for the year . - - 1,785,443 1,785,443
Other comprehensive : . . 4
income - 60,813,795 . - 60,813,795
Total comp;rehensive
income . - 60,813,795 1,785,443 62,599,238
Dividends 15 B - - (2,000,000)  (2,000,000)
At 31 December 2022 ‘ : 25,001 60,813,795 ' 8,828,507 69,667,303

The notes on pages 14 to 25 form an integral part of these financial statements.
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Independént Power Networks Limited

Notes to the Financial Statements for the Year Ended 31 December 2022

1 General information

The company is a prlvate company limited by shares, incorporated .in the United ngdom and reglstered in
England and Wales.

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

Woolpit Business Park

Woolpit

" Bury St Edmunds

Suffolk

IP30 9UP

These financial statements were authorised for issue by the Board on 24 July 2023.

2 Accounting policies

Summary of significant accounting policies and key accounting estimates

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

Basis of preparation X

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

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

Summary of disclosure exemptions

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

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

The financial statements of BUUK Infrastructure No 2 Limited may be obtained from Synergy House, Woolpit
Business Park, Windmill Avenue, Woodlpit, Bury St Edmunds, Suffolk, IP30 9UP.
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Independent Power Networks Limited

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

2 Accounting policies (continued)

Going concern

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

The Group is cash generative and holds a Baa2 (investment grade) rating from Moody's. The rating was
reconfirmed by Moody’s in May 2022. At the date of approval of the financial statements the Group. has
undrawn committed facilities of £195.3m with a syndicate of banks, of which £160.5m is available for general
corporate purposes and £34.8m is linked to future capital expendlture These facmtles were renewed in 2019
and are due to expxre on 18 September 2024.

The Group has Senior Secured Loan notes denominated in GBP (£1,835m) which incur a fixed rate of interest.
The Group’s borrowings have an average remaining maturity of c.8.8 years, with maturity dates ranging from
2025 to 2048. £226m of the loan notes in place at year end were due for repayment in April 2023, these
comprised $350m dendminated in USD and £25m in GBP. Cross currency interest rate swaps, used to fix the -
USS denominated interest and capital. repayments, were settled alongside the capital repayment. This
obligation was met through the issue of new senior loan notes, with a value of £350m in the same month.

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

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

Changes in accounting policy

During the year ended 31 December 2022, a change in accounting policy has been lmplemented to transition
from a cost to revaluation model for subsequent measurement of Network assets, in order to present more -
relevant information for the users of the accounts. Further details are included within the tangible assets
accounting policy.

This change has been applied prospectively, in line with FRS 102 10.10A.
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Independent Power Networks Limited

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

2 Accounting policies (continued)

Judgements and key sources of estimation uncertainty

The Directors consider the following to be critical judgements or key sources of estimation uncertainty that
have been made in the process of applying the Company’s accounting policies which significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next financial year.

o

The following judgement had a significant effect on the amounts recognised in the financial statements.
- Basis of preparation of cash flow forecasts:

in preparing the cashflow forecasts which form the basis of the Company’s Network asset revaluations
management have leveraged approved budgets and forecasts prepared at a Group level, using an allocation of
Group revenues and costs, in order to calculate future cash-flows specifically derived from the ownership and
operation of the Company’s Network assets. This is considered the most appropriate basis of allocation as the
activities and finances of the Company are managed centrally, as part of the BUUK Infrastructure Group. Data
is held at a sufficiently disaggregated level to be able to reasonably assign costs solely associated with the
utility assets, whilst also reflecting both costs and savings derived from its operation within the Group. '

The allocation of revenues and direct costs is based on a rate determined by the number of in-place utility
connections of the Company at year end. Overhead allocation is based on the proportion of employees
required to maintain the existing utility connections.

The following estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are addressed below.

Discount rate and long-term terminal growth rate used to determine the carrying amount of Network Assets:

Network Assets are stated in the statement of financial position at their re-valued amounts (with the exception’
of assets in the course of construction which are measured at cost), being the fair value at the date of
revaluation, less any subsequent accumulated depreciation and subsequent accumulated impairment losses.
Revaluations are performed by the Directors at each statement of financial position date. In determining the
fair value at the statement of financial position date, the Directors use the income approach. The income
approach requires the Directors to estimate the future cash flows expected to arise from the Network Assets
and to discount those cash flows using a suitable discount rate in order to determine present value.

The discount rate applied by the Directors is an equity discount rate determined using various market based
assumptions. Significant judgment is required when determining the risk premium to be applied in
determining a suitable equity discount rate. The long-term terminal growth rate has been determined based
on a combination of past experience, current order-book and management’s expectations of future growth
rates in the industry. Details of the fair value calculation are set out in Note 10
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Independent Power Networks Limited

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

2 - Accounting policies (continued)

" Revenue recognition -

Turnover represents the amounts receivable services provided in the normal course of business for electricity
transportation through the Company’s network assets, net of discounts, VAT and other sales-related taxes,
recognised when services are provided and rendered based upon usage during the year.

Revenue arising in relation to ‘Supplier of Last Resort’ (SoLR) process amendments, made in April 2022, is
pass-though in nature and recognised in accordance with FRS 102. It is recognised gross, when services are
provded, with costs presented within cost of sales. :

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

Finance income and costs )

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

‘

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

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

Current tax is calculated on the basis of tax rates and laws that have been enacted or substantively enacted by
the reporting date in the countries where the company operates and generates taxable income.

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

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

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

Tax assets and liabilities are.not discounted.

Where items recognised in other comprehensive income or equity are chargeable to or deductible for tax
purposes, the resulting current or deferred tax expense or income is presented in the same component of
comprehensive income or equity as the underlying transactlon
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Independent Power Networks Limited

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

-2 Accounting policies (continued)

Tangible assets
Network Assets are stated in the statement of financial position at their re-valued amounts, being the fair
value at the date of revaluation, less any subsequent accumulated depreciation and subsequent accumulated
impaired losses.

Any revaluation increase arising on the revaluation of Network Assets is credited to a revaluation reserve,
except to the extent that it reverses a revaluation decrease for the same asset previously recognised as an
expense, in which case the increase is credited to the income statement to the extent of the decrease
previously expensed. A decrease in carrying amount arising on the revaluation of such Network Assets is
charged as an expense to the extent that it exceeds the balance, if any, held in the revaluation reserve relating
to a previous revaluation of that asset. ’

Depreciation .

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

Asset class , ' ' Depreciation method and rate
Infrastructure assets ' » 60 years straight line

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid
investments that are readuly convertible to a known amount of cash and are subject to an insignificant risk of
changein value

Debtors

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

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

Creditors o

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

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

Share capital

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

Revaluation reserve
Revaluation reserves are used to record the:surplus or deﬂcnt in the revaluation of Network Assets. Any
amount relating to an asset which is sold is transferred to retained earnings.
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Independent Power Networks Limited

Note\s to the Financial Statements for the Year Ended 31 Decémb_er 2022 (continued)

2 Accounting policies (continued)

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

3 Revenue

The analysis of the Company's revenue for the year from continuing operations is as follows:

2022 2021
£ £
Service revenue _ C ' "11,994,606 11,597,656
SOLR Revenue _ s S 2,528,945 e

14,523,551 . 11,597,656

SoLR revenue represents pass-through revenue associated with the Electricity Supplier of Last resort costs
recovery process, requiring additional billing by the Company on behalf of Distrubution Network Operators
from April 2022 to April 2023. See the revenue recognition policy within note 2 for further detail.

-

4 Operating profit

Arrived at after charging/(crediting) .
2022 2021

£ £
Depreciation expense ' : 330,832 346,194

Fees fo} the audit of the financial statements of £40,980 (2021: £40,980) were borne by another Group
company during the year on behalf of Independent Power Networks Limited. .

5 Other interest receivable and similar income

2022 2021

Other finance income ' 178
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Independent Power Networks Limited

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

6 Interest payable and similar expenses

2022 2021
£ £
Other finance costs . S 32
Interest payable on loans from group undertakings - 228,398 188,783
228,398 188,815

7 Staff costs

The Company had no employees during the year (2021: nil) with all administrative tasks undertaken by
employees of fellow Group undertakings.

8 Directors' remuneration

"The' Directors received no emoluments in the year (2021: £nil) in respect of qualifying services. The Directors
are employees of other Group companies and the services that they provide to the Company are considered
" ancillary to the services that they provide to those other Group companies. )
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. Independent Power Networks Limited

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

9 Taxation

Tax charged/(credited) in the income statement

2022 2021
£ £
Current taxation
UK corporation tax : - -332,104 270,539
UK corporation tax adjustment to prior periods . (5,822) -
326,282 270,539
Deferred taxation
* Arising from origination and reversal of timing differences ' 121,267 125,036
Arising from changes in tax rates and laws . - 244,952
Total deferred taxation ) - 121,267 369,988
Tax expense in the income statement ' 447,549 640,527

The differences between the tax assessed for the year and the standard rate of corporation tax of 19% (2021:

19%) are reconciled below: )
' 2022 -

2021
' £ £
Profit before tax _ ' ' 2,232,992 1,924,031
Corporation tax at standard rate ' o 424,268 365,566
Increase from effect of different UK tax rates on some earnings ’ 29,104 30,009
Deferred tax expense relating to changes in tax rates or laws ' - 244,952
Decrease in tax from adjustment for prior periods A (5,823) -
Total tax charge ' o 447,549 640,527

Deferred tax

The Finance Bill 2021, substantively enacted in May 2021, provided for the main rate of corporation tax to
increase to 25% from 1 April 2023. Accordingly deferred tax has been calculated at the year end using a tax

rate of 25%.

The Company has no unrecognised deferred tax assets or liabilities at 31 December 2022 (2021: £nil).

Page 21



Independent Power Networks Limited

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

10 Tangible assets

Infrastructure
assets

£
Cost or valuation )
At 1 January 2022 . 21,803,355
Revaluations . ' 81,085,060
Additions - - ’ 339,033
At 31 December 2022 . . 103,227,448
Depreciation . .
At 1 January 2022 _ 3,961,390
Charge for the year : , 330,832
At 31 December 2022 V . 4,292,222
Carrying amount
At 31 December 2022 | - 98,935,226

At 31 December 2021 . 17,841,965

Revaluation
The fair value of the company's Network assets was revalued on 31 December 2022. An independent valuer
was not involved.

The valuation was based on a fair value model which applied an RPI-based revenue growth methodology to a
zero-connections growth scenario over a 10 year périod using internally-approved budgets which are built on
- detailed RPI-based revenue growth models. A perpetuity calculation is then used and based on the final year of
the 10 year model, normalised for any known one-off items reflected in year 10. The fair value model assumes
an annual level of operating costs and maintenance expenditure sufficient only to support the continued
operation of the network assets in existence at the statement of financial position date. The rate used to
discount the estimated cash flows was 7.2%.

Had this class of asset been measured on a historical cost basis,‘ the carrying amount would have been
£17,850,166 (2021: £17,841,965).

The estimated fair, value was materially sensitive to two input assumption made in deriving the model - the
discount rate and the long-term terminal growth rate of 2%. A 100 basis point increase in the discount rate
would result in a decrease in the fair value of approximately £7,335,037 and a 100 basis point decrease in the
long-term terminal growth rate would result in a decrease in the fair value of approximately £4,746,578. -
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Independent Power Networks Limited

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

11 Debtors

Trade debtors
Prepayments
Accrued income.

12 Creditors

Due within one year

Trade creditors

Amounts due to group undertakings
Social security and other taxes
Other payables

"Accruals

2022 2021
£ £
1,166,848 871,230
53,190 63,806
1,411,507 1,181,944
2,631,545 2,116,980
2022 2021
£ £
1,708 3,877
8,060,768 8,234,433
178,935 116,920
283,031 168,629
1,837,118 1,227,209
10,361,560 9,751,068

Included within amounts due to group undertakings are non-interest bearing amounts of £330,188 (2021:

£276,361), which are unsecured and repayable on demand. -

Interest bearing amounts due to group undertakings are unsecured and repayable on demand with interest

charged at 3.3% (2021: 2.53% ).

.13 Deferred tax

Accelerated/(decelerated) capital allowances

Deferred tax arising on gains on network asset revaluations
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Independent Power Networks Limited

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

13 Deferred tax {continued)

Deferred tax

£
At 1 January- 2022 . 1,145,671
_Increase (decrease) in existing provisions S : 20,392,532
At 31 December 2022 ' ‘ 21,538,203
14 Share capital
Allotted, called up and fully paid shares -
2022 2021 .
No. £ No. £
Ordinary Shares of £1 each ) 25,001 25,001 25,001 25,001
15 Dividends
Interim dividends paid
2022 2021
£ £

Interim dividend of £80.00 (2021 - £56.00) per ordinary share . 2,000,000 1,400,000

16 Commitfnents

Capital commitments , o

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

The total amount contracted for but not provided in the financial statements was £4,368,295 (2021 :
£4,323,198).

17 Related party transactions

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

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

,Notes to the Financial Statements for the Year Ended 31 December 2022 (contim.ied)

18 Parent and ultimate parent undertaking

The company's immediate parent is Inexus Group (Holdings) Limited, incorporated in the United Kingdom.
The ultimate parent and controlling party is Brookfield Corporation, incorporated in Canada.

The largest group of which the Company is a member and for which Group financial statements are prepared is
Brookfield Corporation. These financial statements are available upon request from its registered office at
Brookfield Corporation, Suite 100, Brookfield Place, 181 Bay Street, Toronto, Canada.

The smallest group of which the Company is a member and for which Group financial statements are prepared
is BUUK Infrastructure No 2 Limited, a Company registered in England and Wales. These financial statements

"are available upon request from its registered office at Synergy House, Woolpit Business Park, Windmill
Avenue, Woolpit, Bury\St Edmunds, Suffolk, IP30 SUP.

Page 25



