DacuSign Envelope 1D: 3ATDO7BADID0-4054-8616:C5673665200¢
' Reégistered niumber: 02731769

-

FOR THE YEAR ENDED 31 DECEMBER 2021

~

e

SCT 29/07/2022 #123
COMPANIES HOUSE

FRIDAY

J




DocuSign Envelope ID: 3A1D07BA-D3D0-495A-8816-C9C73569200C

VATTENFALL NETWORKS LTD

COMPANY INFORMATION. _' .

_ Directors Donald James Stewart Dawson
‘ - Karin ifwer (appointed 1 July 2021)
Jesper Karpsen

\

~ ‘Company secretary Darren John Reeve
Registered number 02731769

‘Registered office 5th Floor
70°St'Mary Axe-
London .
United Kingdom
EC3A 8BE:

- Independeit auditors PricawatefhoussCoopers LLP
' 1 Embankment place
London '
WC2N 6RH



‘DocuSign Envelope 1D: 3A1D07BA-D3D0-495A-881 6-C9C73569200C

VATTENFALL NETWORKS LTD
CONTENTS
Pages

Strategic Report 1-2
Directors' Report 3.5
Independent Auditors' Report 6-9
Statement of Comprehensive Income 10

, 1}
Balance Sheet 11
Statemeént of Changes in Equity 12

Notes to the Financial Statements

13-26



-

DocuSign Envelope ID: 3A1D078A-D3D0-495A-8816-C9C73569200C

VATTENFALL NETWORKS LTD

- STRATEGIC REPORT ' . i

FOR THE YEAR ENDED 31 DECEMBER 2021

Iintroduction

This report provides an overview 6f the current year performance, position and main‘issues't‘haf have been
considered by the directors. )

Principal activity

The principal activity of the Company is that of an Independent Distribution Network (eler":tric’ity) Operator (iDNO)
business, owning and operating electricity networks throughout mainland UK. The: Company is a private.

" company limited by shares, incorporated and domiciled in England -and Wales, United Kingdom. During the year

the Company's immediate and ultimate parent undertaking is Vatténfall AB; the Swedish based international
utility company. :

Business review

The Company is tasked with ‘b‘qilaing and operating an independent electricity distribution network business
connecting British homes and businesses to the electricity grid. On 1 November 2017 the company was granted
an operating.licence by the energy regulator, Ofgem. . Co

The Company achieved full ‘code. compliance’ in 2018 such that the Company can own and operate electricity
networks throughout mainland UK, : :

The Company's revenue -has iricreased for the year, reaching £114,167 (2920: £28,726) due to the Company
having engaged with a number of new Independent Connection Providers (IEPs) during 2021. This provided a
new source of projects to bid for and win. Vattenfall signed 38 new contracts in the year with a contract value of
£24m for an investment of £11m. Of the 38 new contracts signed, 11 were energised and generating revenue,
also resultifig in an increased value of tangible assets at the year end of £1,087,829 (2020: £177,525). The
remaining sites will be energised in 2022, subject to-delays caused by the impact of COVID-18 to construction

 sites. The sales pipeline grew significantly with a value of projects circa £139m. The Company also entered the

solar and battery market, energising a solar site and signing a contract with the developers of a battery site,
mietered at the extra High Voltage:level (33KV). ) x

The Company was building capability during the financial year and consequently made a loss for the year ended

. 31 December 2021 of £1,617,535 (2020: £1,496,411), resulting in a total net asset position at 31 December

2021 of £8,542,084 (2020: £10,159,619).
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VATTENFALL NETWORKS LTD

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Principal risks and uncertainties
The principal risks and uncertainties facing the business are: -

Competition risk ' ) ‘ ' N

In 2021 the regulator, allowed the introduction. of ‘Affiliated IDNO’s’ (AIDNO). An affiliated IDNO is an IDNO
company set up by one of the 14 DNO’s in the UK. In 2021 only oné DNO set up an AIDNO company. There is a
risk this increases competition: in the market. Vattenfall has not, to date, expérienced any competition from this
AIDNO: : :

Regulatory risk o '

RIIO-ED2 is ah energy policy and regulation developed by Ofgem. It sets price controls for the gas and electricity
network companies of Great Britain. It enables for a. fair relationship between investrients, returns ‘and the
market price @ company can charge customers. There is-a risk from potential regulatory changes which may
decrease market prices which the Company.can charge customers. The RIIO-ED2 price control sets the outputs
that the 14 electricity .Distribution Network Operators (DNOs) need to deliver for their consumers and the
associated revenues they are allowed to collect for the five-year peried from 1 April 2023 to 31 March 2028. it will
influence the réveniies IDNOs are able to generate and the costs payable to the host DNOs.

Key performance indicators ("KPIs")
- As the Company is building an qperational business within' mainland UK, fhe principle KPls include:

e the.nurber.of asset offers made duringd the year (409 actual versus taget of 360);
" the number of asset offers accépted during the year (38 actual versus target of 36) and the value of the
contracted revenue (£24m actual versus target of £23m); :
the number of energised sites during the year (11 in 2021 versus 1 in 2020); and
the number of unplanned outages (0 in 2021 and 0 in 2020).

This report was approved by the board and signed on its behalf.

~—DocuSigned by:

Donald Jm.@s Stuwart Dawson

it E7AB)SE92DBB4AF. .. ’
.Donald James Stewart Dawson

Director

Date: 21 July 2022
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VATTENFALL NETWORKS LTD

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their reéport and the audited financial staterents for the year énded 31 Decembar 2021..
Dife’ctétS" responsibilities: statement

“The difectors are responsible for preparing the- Annual Report and the fi nanclal statements in-accordance wrth
applicable law and:regulation. A

Company law requires the directors to prepare fi nancigl statemerits: for each ﬁnancral year, Under that law the
directors have: prepared thie. financial statements in &ccordance with United ngdom Generally Accepted
Accourting Practice: (United Kingdom ‘Accounting Standards, compnsnng FRS 101 ‘Reduced Disclosure

Framework’ and-applicable. law). '

)

Under company law; directors: must not approve. the financial statements unless they are satisfied that they give
‘atrue and fair view of the state of affairs of the company:and of the profit or: loss of the corpany for that period. -
“In preparing the financial statements, the drrectors are required to:

select suitable accounting policres and then apply them consisténtly;
state whether applicable United ngdom Accountmg Standards compnsmg FRS. 101 have been followed
subject'to any material departures disclosed and explained in the financial statements;
make Judgements and accountirig éstimates that are feasohable and prudent and
. prepare ‘the fihancial statements on the gomg ‘concern basrs unless it is inappropriate to présunie that the
‘ company will continue in business:

The: durectors are also responsrbie fo,r safeguardmg the. assets of the company and hence for taking reasonable
steps for the preventron and ‘detection of fraud and other iiregularities.

The directors are responsrble for keeping adequate accounting recotds that are sufﬁcient to show and explain
the: compan' : j,hsactlons and" disclose ‘with reasonable accuraty-at any time , ,posutton of the
comipany and enable them 16 ensure: that the' ﬂnancnal statements comply wrth the Compames-Act 2006.

Golng concern :

For the: purposes of assessing: whether ‘going coricern' is. :an -appropriate ‘basis for prepanng the ‘financial ‘
" statements;- the. directors have reviewed projectioris for the: period to 31 December 2023 using assumptions
“which the directors consider to be approprlate to the current financial position: of the Company with regards to

revenue, cost of sales, borrowing-and debt repayment plans.

. Given :the Company is-in the investment stage, it rehes on. the. support provrded from -its’ parent company,
Vattentall. AB. As the Company's cash is subject to. a cash pooling arrangement administered by Vattenfall AB,
the directors have obtained: writter: conﬁrmation from Vattenfal! AB that the: Company's. cash will be at-all times
available under the: cashi ooling atrangement to enable the Company to meet its-liabilities as they fall due,

Based 'on these: scenarios, the wrten confirmation obtamnes 1rom Vvattenfail AB and the resources avaiiablc 1o
the Company the directors believe the Company has: sufficient liquidity to manage. thiough a range of different
scenarios until at least 31 Decembéf 2023. Given the Group's strong liquidity posmon the: directars adopt the
gomg concern basisin prepanng the financial statements
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VATTENFALL NETWORKS LTD

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Results and dividends

The loss for the year, after taxation’, amounted to £1 :6-1 7,535 (2020: loss £1,496,411).
The dividend paid in the year is £nil (2020: £nil).

Directors \

The directors who ée&ed during the year were:

Donald James Stewart Dawson

Karin Ifwer (appointed 1 July. 2021)

Jesper Karpsen ‘
Thomas (?tto Schafer (resigned 31 March 2021)

Financial risk management

The Company is exposed to financial risk through its financial assets and liabilities. The most important
components to financial risk aré credit risk, liquidity risk, price risk and cash flow risk. The Company needs to
manage their investment activities and operating expenses with the cash flow received from energised projects
and investment ffom its parent company: Therefore, the only financial risk the difectors consider relevant to the
Company is cash flow risk.-

Future developments

The Comparny intends to continue to acquire new projects and is continuously reviewing its business to stay
aligned to the challengirig and uncertain energy market conditions. On the basis of risk analysis and adequate
operational processes, we have faith that we will be able to tackle the challenges ahead and to stay on top of our .
operations. .
Qualifying third party indemnity provisions

Certain directors benefited from qualifying third party indemity provisions.in place during the financial period and
at the date of approval of this repart. ' .
Disclosure of information to auditors

Each of the persons who are directors at the.time when this Directors’ Report is approved hasfconfir_med‘that:'

. so far as the director is aware, there is no relevant audit information of which the Company's au&it‘o’rs are
unaware, and . .

) the director has taken all the steps that ought to ha\;e been taken as a director in order to be aware of any
relevant audit information and to establish that the Company's auditors are.aware of that information.

- Page 4
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VATTENFALL NETWORKS LTD

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Post Balance Sheet events

Markets are disturbed by unrest in eastern Europe. In times of uncertainty conscious steer is given by the
manageinent to maintain sufficient funds to operate the. Company. At present, the directors believe that the
Company is well placed to continue without significant adverse operational or financial impact.

Across the world, multiple. jurisdictions have imposed economic sanctions on--Russia, Belarus and some
individuals and entities deemed to-be closely linked to goverament officials in both countries. In addition to this,
companies trading with, or associated with, Russia and Belarus have engaged in boycotts and trade enmibargoes.
The directors have considered the possible effects these could have on the Company and have determined that.
there is no impact to the Company.

. Independent auditors

The independent auditors, Pricawagegt;GQSeCOQpers LLP, Will be proposed for reappointment in accordance with -
section 485 of the Companiies Act 2006,

This teport was ‘approved by the board and signed on its t;_ehalf.

DocuSigned by:

@oku« James Stuwart Dawson.
Donald James Stewart Dawson.
Director

Date: 21 July2022 .
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Independent auditors’ report to the
members of Vattenfall Networks
Limited

Report on the audit of the financial statements

Opinjon
in our-opinion, V'a'nenfau Networks Limited's financial statements:

) .gwe a true and fair view. of the staté of the company's affaws asat3t Deoember 2021 and of its loss for-the
‘year then. ended

&« -have been properiy prepaned in accordance with United ngdom Generally Accepted Accouitirig. Practice
(United ngdom Accountmg Standards; comprising FRS 1071 “Reduced Disclosure Framework?, afd -
applmbie Iaw) and

+ have béen prepared in accordanice with the raqunrements of the Companies Act2008.

We have audited the'financial statements, included within the-Annual Report, which comprisé: the Balance Sheet
as at:31 Deoember 2021; the Statement of Comprehensnve Income-and the Staterient of Changes.in.Equity for
the year then ended; and the notes: to the financial statements; ‘which inciude-a description of the. significant
acgquntmg policies.

Basis for .opinion

We conducted our audit in accordance with Intemauonal Standards on Audltmg (UK) ("ISAs (UK) ) and applmble-
law. Oui-responsibilities under ISAS (UK) are further descnbed in the Auditors' responsnbllmes for the-audit of the
financial statements section: of our réport. We believe that the' audlt evidence we have obtained is suffic:ent and

' ) appropnate ‘to provnde 4:basis for our opirion.

Independence

We remained, independent of the oompany in accordance with the ethical réquirements that are relevant:to our
audit of the financial statements in the UK. whlch includes the FRC's Ethical Standard, ahd. we have fulfilied our
" other ethml responsnbnhttes in-accordance with these requlrements

Conclusions re’lafiri‘g to.going concern
Based oh the work we have performed ‘we"have: not |dent1ﬁed any maferial uncertainties relating to evefits or

conditions. that, mdcvrdually or: oollectwely may cast sugmf‘ cant doubt on;the company’s ability to continue as'a
gomg concer for d penod .of at laast twelve' months ffom when the:financial statements-are authorised for issue:

In auditing the financial Statéme‘nts._ w'e have concluded that the directors’ useiof th'é:'g_omg concern basis of

accounting in'thespréparation of the financial §yatémeht$ is appropriaté.

However-,.because.notall.fu_t'iqre events or'conditions can be predicted, this-conclusion is not a guarantee as to
the company's -ability. to continué:as. a going concern.
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Qur responsibilities and the responsibilities of the directors with respect to going concem are described in the
relevant sections of this report.

Reporting on other information-

The other information comprises all of the information in the Annual Report other than the finaricial statements
and our auditors’ report thereon. The directors are responsible for the other information. Our opinion' on the
financial'statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, :our reésponsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements. or cur’
knowledge obtained in the audit, or 6therwise appears to be: matenally misstated. If we identify an apparent
material inconsistency or material misstatement, we-aré required o perform procedures to conclude whether
there.is a material misstatement of the financial statements or & material misstatement. of the other information.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors! Report, we also oonsuiered whether the dlsclosures required.
by the UK Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to feport
certain opinions and mattsrs as described below.

Strategic Report and Directors’ Report

{in our opinion, based on the work undertaken in the course of the audit, the .information given in the Strategic
"Report and Directors' Report for the year ended 31 December 2021 is- consistent with the financial statements
and has been prepared in accordance with applicable lsgal requirements. '

In light of the knowledge and understanding of the company. and its environment obtained in the course of the
-audit, we did not identify any material misstatements in thie Strategic Report and Directors' Report.

Responsibilities for the financial statements and the audit

-Responsibilities of the directors for the financial statements

As explained more fully in the Directors' responsibilities statement, the directors are responsible for the
pneparatlbn of the financial statements in accordance with the dpplicable framework and for being satisfied that
they give'a true and fair view. The diréctors are also responsible for such interal controt as they determiine s
necessary to-enable the preparation- of financial statémenits that are frée from material misstatement, whether
due to fraud or.error.

K]
In prepanng the financial statements, the directors are responsible for assessing the company’s ability to continue
ds a going concern, disclosing, as appllcable matters refated to going concem and using the going concem
basis of accounting unless the directors either intend to liquidate the company or to cease operations, or have
no realisti¢ alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonablé assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error and to issue an auditors’ repoit that includes. our.
opinion. Reasonable assurarice is @ high level of assurarice, but Is not a guarantee that an audit conducted in
. actordance 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 econoniic decisions of users taken on the basis of these financial statements.
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+ the financial'statements are not in agreement with the accounting fecords.and returns:

- We have no-exceptions to report arising from this responsibility.

Kevin McGhee (Senior Statutory Auditor)

for and on behalf of PricewsterhouseCoopers LLP
.Chartered Accountants and: Statutory Auditors
“London )

21 July 2022
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’

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

Turnover
Cost of sales

Gross profit

Administrative expenses

Operating loss .

Interest receivable and similar income
Interest payable and similar expenses .
Loss'before tax: |

Tax on loss

Loss for the financial ,year'

Total comprehensive expense for the year

The notes on pages 13 to 26 form part of these financial statements.

.note 17 for further detail.

_ Note

10

As restated

2021 2020
£ . £
nater 28726
- (51,749)  (17,206)
62,418 11,520
(2,045,655)  (1,909,205)
(1,983,237) (1,897,685)
178" -
: (18,850)
(1.083,089) (1,016,535)
. 365524 420,124
1,617,535)  (1,496,411)
(1,617,535)

(1,496.411) -

Prior year adjustments have Been recognised and result i ina decrease of £202,407 to the loss: recogmsed See
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DocySign Envelope ID: 3A1D07BA-D3D0-495A-881 6-C9C73569200C

VATTENFALL NETWORKS LTD
REGISTERED NUM'BER:-0273'1 769

BALANCE SHEET
AS AT 31 DECEMBER 2021

As reststéd
2021 ' 2020
Note £ £
Fixed assets
Tangible assets - 1 1,087,829 177,525
' 1,087,829 177,625
Current asséts
Debtors: amounts falling due after more than
-one year : 12 - 300,892
Debtors: amounts falling due within one year - 12 2,810,436 - 2,582,701
Cash at bank and.in hand ‘ 13 5,437,282 7,478;644 _
8,247,718 10,362,237
Creditors: amounts falling due within.one A ‘ ' _ o
year . . 14 (749,995) (380,143)
Net current assets o 7,497,723 9,982,094
Total assets less current liabilities 8,585,552 10,159,619
Provisions for liabilities. ‘
Deferred tax : 15 (43,468) -
a4en) -
_ Net asseéts ; 8,542,084 - 10,159,619
Capital and reserves
~ Calledup share capital 16 15,000,002 15,000,002
Accumulated lpsses- ' ‘ (6,457,918) (4,840,383)
Total equity 8,542,084 10,159,619

Prior year »adj'ustments have been recognised and resuit.in an increase of £202,407 to net assets. See note. 17
for further detail. . '

Tho _ﬁnna;;¢| ctatarments on pagee 10 ta 26 ware approved by the board of directors on 21 July 2022 and sighed
on its behalf by:
' e DocSIgned by:

@bmu James Shawvart Dawwsow
Donald Jarmes Stewart Dawson
Director
Date: 21 July 2022

The notes oh pages 13 to 26 form part of these financial statements.
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. VATTENFALL NETWORKS LTD  °

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

A\

At 1 January 2020

Comprehensive expense for the year
Expense for the year (as restated)

Total comprehensive expense for the yeaf (as restated)

Transactions with owners in their ¢apacity as owners .
Shares isstied during the year -

Total transactions with owners .

At 31 December 2020 and 1 January 2021 (as restated)

Comprehensive expense for the year
~ Expense for the year

Total comprehensive expense for the year

At 31 Decomber 2021

Called up Accum.ul'a__t_e,d

share capital losses Total equity
£ £ £

2 (3,343,972) (3,343,970)

. - (1,496,411)  (1,496,411)

- (1,496,411)  (1,496,411)
15,000,000 - 15,000,000
15,000,000 - 15,000,000
15,000,002  (4,840,383) 10,159,619
- (1,617,635)  (1,617,635)

- [1,617,535) (1,617,535)
15,000,002 8,542,084

- (6,457,918)

The notes on pages 13 to 26 form:part of these financial statements.

A prior year adjustment has been recognised, see note 17 for further details.
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DocuSig_r; Envelope ID: 3A1D07BA-D3D0-495A-8816-CIC73569200C

VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

1.

Authorisation of financial statements

The financial statements of Vattenfall Networks Ltd (the "Company") for the year ended 31 December
2021 were approved by the board and authorised for issue on 21 July 2022 and the Balance Sheet was
signed on the board's behalf by Donald James Stewart Dawson. Vattenfall Networks Ltd is a private
company limited by shares, incorporated and domiciled in England and Wales, United Kingdom.

Accounting policies

2.1

2.2

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and in accordance
with Financial Reporting. Standard 101 'Reduced Disclosure Framework' and the Companies Act
20086, A

The financial statements are prepared using the functional ahd‘pr’ese‘_'ntational currency, GBP.

The preparation of financial statements in compliance with FRS. 101 're_quires the use of certain
critical ‘accounting estimates. It also requires management to exercise judgement in applying the
Company's accounting policies (se€ note 3). :

The following principal accounting policies have been applied.

Financial Reporting Standard 101 - reduced disclosure exemptions

- The Company has taken advaritage of the following disclosure exemptions under FRS 101:

.....

. the requirements of IFRS 7 Emancnal’l'nst'ruments: Disclosures
. the requirements of paragraphs 91-99 of IFRS. 13 Fair Value Méasurement
. the requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115,
118, 119(a) to (c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers
. the requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements' to present
_ comparative information in respect of: '
- paragraph 79(a)(iv) of IAS 1, ‘
- paragraph 73(e) of IAS 16 Property, Plant and Equipment;

S the requirements of paragraphs 10(d), 10(f). 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D,

111 and 134-136 of IAS 1 Presentation of Financial Statements

. the requiréements of IAS'7 Statement of Cash Flows

) the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in

. Accounting Estimates and Errors _ ‘ ,

. the requirements of paragraph 17 and 18A of IAS 24 Related Party Disclosures

. the requirements in IAS 24 Related Party Disclosures to disclose related party transactions
entered into between two of more members of a group, provided that any subsidiary which is a
party to the transaction is wholly owned by such a member.

Equivalent disclosures are included in the consolidated financial statements of Vattenfall AB as at 31
December 2021 and these financial statements may be obtained from the Vattenfall website,
http://corporate.vattenfall.com.
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DocuSign Envelope ID: 3A1D07BA-D3D0-495A-8816-CIC73569200C

VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

-

2. Accounting policies (continued)

2.3

24

Change in accounting policy and disclosures

Unless otherwise stated, the accounting policies and. method of computation adopted in the -
preparation of the financial statements are consistent with those of the previous year.

The following new and amended IFRS and IFRIC interpretations are mandatory as of 1 January 2021
uniess otherwise stated and thie impact of adoption is described below. There are.no other changes
to IFRS effective in 2021 which could have a material impact on the Company.

Amendments to IFRS 9 Interest Rate Benchmark Reform

The amendments. provide a number of reliefs, which apply to all hedging relationships that are
directly affected by intérest rate benchmark reform. These amendments have no impact on the
finaricial statements of the Conipany as it does not have any interest rate hedge relationships.

Going concern.

financial statements, the directors have reviewed projections for the period_to 31, December 2023

using assumptions which the directors consider to be appropriate to the current financial position of
the.Company with regards to révenue, cost of sales, borrowing and debt repayment plans.

For the purp_qseé_ of assessing whether 'going concern'-is an appropriate basis for préparing the

Given the Company is in the investment stage, it relies on the support provided from its parent
company, Vattenfall AB. As the ‘Company's cash is subject to a cash: pooling "arrangement
administered by Vattenfall AB, the directors have: obtained written confirmation from Vattenfall AB
that the Company’s cash-will be at all times‘ava‘iléble under the cash pooling arrangement to enable
the Company to meet its liabilities as they fall due. ' '

Based on these scenarios, the written confirmation obtained from Vattenfall AB and the resources
available to the. Company, the diréctors beliéve the Company has: sufficient liquidity to manage
through a range of different scenarios until at least 31 December 2023. Given the Group's:strong
fliquidity position, the directors adopt the going concern basis in preparing the financial statements.
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DocuSign Envelope ID: 3A1D07BA-D3D0-495A-8816-C9C73569200C

VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

2.

Accounting policies (continued)

2.5 Revenue

2.6

2.7

The Company earns Distribution Use of System (DUoS) revenues to recover the cost of installing and
maintaining local distribution networks. The DUoS charges are set in accordance with the Company’s
Charging Methodology and are published in the Company's Charging Statements. There are
separate Charging Statements for each of the 14 Distribution Network Operators (GSP Area) and the
charges change on 1 April each year. . ’ -

DUoS. charges: are levied against meters, commonly referred to as MPANs (after Meter Point
Administration Number which is- & unique number given to every electricity meter in the UK), and
hence the Company only earns DUoS revenues once an MPAN is energised.

Thé DUGS charges are invoiced to Electricity Suppliers. Invoices are. calculated and issued fo
Electricity Suppliers following each month with 15 calendar days payment terms. :

Revenue recognition

Revenues will be recognised on a monthly basis based upon fulfiiment of performance obligations in
accordance with IFRS 15. Revenue. is recognised to the extent that it is probable that the economic
benefits will flow to the Company and the revenue can be reliably measured. Revenue is measured at
the fair value of the consideration received or receivable, excluding discounts and VAT.

Revenue i's',r;ecogni:sed when performance obligations have been satisfied being when the Company
fulfils its contractual obligations to customers by supplying services-or when it has the right to receive

the income, Any payment received in advance of supplying the sefvice is deferred until the service

~has been provided. There are no significant financing components included within any of the

Cofripany's revénue stréams,

* Revenues are pattly based on consumption during the month and, as such, consumption by the end

consumer will vary from month to month. Therefore, the revenues for December which are owed but
have not yet been invoiced, are accrued based on the previous monthly invoices: For new projects
that have recently been energiséd, the accrual is based on the forecast revenues. The actual .
invoices are calculated and issued shortly after the year end, with an adjustment made to the

finaricial statements to recognise any differences between the accrued and actual revenue.

Interest income

Interest income is Tecognised in profit or loss using the effective ihte;est méthiod.

Interest expenses

Interest expenses are charged to profit or loss over the term of the debt using the effective interest

method so that the amount charged is at a constant rate on the carrying amount. Issue costs are
initially recognised as a reduction in the proceeds of the associated capital instrument.
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VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

2.  Accounting pol‘ic,ies‘(c.ontinl'xé_d)‘ .

2.8 Tangible fixed assets

29

(All tangible assets under the cost model are: stated at historical cost less accumulated depreciation

and: any. aceumulated impairment losses. Historical cost includes expenditure that is directly
attributable to bringing the assét to the location -and condition necessary for it to. be: capableé, of
aoperating in the manfier iritended by management,

At-each reporting date the Company assesses whether there is-any indication of impairment. If such

“indication exists; the recoverable amount of: the asset is detérinined which is. thé higher of its fair

value less costs to sell and its value in use. An impairment loss is récognised where the .carrying

:amount exceeds the recoverablé amount.

Assefs. hot in use dre.capitalised as a separate ¢omponent. of tangible. ass'gtS'.-On energisation, the
costs of the assets:are transferréd tothe appropriate category. Assets not in use are not depreciated.

:Distribuﬁbnznétwqu. assets are‘depreciated once they are energised.

Depreciation is charged so as to allocate the cost of asséts. less theif residual value over their
estimated useful lives, using the straight-liné method.-

During the year there. has beeri- @ change of accounting estimate regarding the useful life of
distribuition network assets, from 40 years to 30 years. This is in line with market practice-and has

" had no:material impact.

The estimated iseful lives range as follows:
Distribution network assets- - 30 years
Gash and cash equivalents

Cash.is represented by cash in hand and deposits with financial if_)s_titutipné repayable wifh‘pgf penalty

on notice of not more than, 24 hours. Cash-equivalents.are highly liquid investments that:mature in no
more than three months from the daté of acquisition and that are readily convertible to known.

amounts-of cash ‘with insignificant fisk of change.in value,

Cash equivalents includes: amounts heid on deposit with Vattenfall AB under the cash pooling:

‘arrangement.

2.10 Pensions

 Definied contribution pension plan

The Compariy operatesd defined contribution plan for its employees. A defined contribution planis a
pension plan under which the Company pays: fixed contributions into @ separate entity. Once the
contributions have been paid the Company-has no further payment-obligations.

The contributions are recognised as: an-expense in profit or loss when they fall die. Amounts riot paid

_ are shown in accruals as a liability in the Balance Sheet. The assets of the plan are held separately

from the Company in independently administered funds:
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VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

3,

Accounting policies (continued)

2.41 Financial instruments

The Company récognisés financial instruments when it becomes a party to the -contractual
arrangerments of the instrument. Financial instruments are-de-recognised when they are-discharged
or when the ¢ontractual terms. expire.. The. Company's accounting policies in respect of financial
instruments transactions are explained below:

Financial assets:

The Company classifies all of its financial assets as assets at amortised cost. ‘

Trade and other receivables

Trade and other receivables are non-derivative financial assets with fixed or determinable payments

that are not quoted in &n active market. They arisé principally through the provision of goods and
service$ to customers' (eig. trade feceivables), but also incorporate othef types of contractual

5 !

Tonetary asset, They are initially recognised at fair value plus transaction costs that are directly
:att?i[butab!e. to their acquisition or issue, and are subsequently carried ‘at -amortised cost using the
éffective interest rate method, less any-provision for impairment.

Inipairment: provisions are recognised when there: i obj’eétivé, gvidenice (such as significant financial
difficiilties on-the part of the counterparty or.defatilt or significant delay in payment) that the Company-

‘will be:unable to collect all.of the amounts due under the. terrmis of the receivable, the amount of such

a provision-being the.difference betweeri the net carrying amoufit and the present value. of the future

. expected cash ‘flows. associated with. the-impaired. receivable. For trade receivables, the Company

applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime
éxpected loss allowance for-all tra hd other receivables. When assessing the impairment of frade-
and offier receivables, management considers-factors including the credit rating of the counterparty,
the ageing profile of receivables-and historical éxperience. Trade receivables are réported net and
such provisions: are recorded in & separate allowarice account with the loss being recognised within
administrative expenses in the Statement of Comprehensive Income: On confirmation that the trade
teceivable will not:be collécted, the gross carrying value of the asset is written.off against the
associated.provision.. ' '

Financial liabilities

The Coinpany classifies all of its financial liabilities-as liabilties at amortised cost.

At amortised cost

Financlal liabilties_at amgorised cost including. bank borrowirgs are initially recognised at fair value.
net of any transaction. costs directly attributable to the issue of the instrument. Such interest bearing
iabilities are subsequently: measured at amortised. cost using the efféctive interest rate method,
which ensures that any interest expense over the pefiod to repaymenit is at a constant rate on the
balance of the liability carried inthe Balance Shest.
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VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

2.

Accounting policies (continued)
2.412 Current and dgferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in profit or loss,
except that a charge atfributable to an item of income and expense recognised as other
comprehensive income or to an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

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

Deferfed tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Balance Sheet date, except that:

e The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

« Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the Balance Sheet date.

Judgements in applying accounting policies and key sources of estimétlon uncertainty

" The preparation of financial statements requires management to make judgements, estimates and

assumptions that affect the amounts reported for assets and liabilities as at the Balance Sheet date as
well as revenues and expenses reported during the year.

~ Management have not made any significant judgements in applying the Company's accounting policies

within the financial statements for the current year.
There are no estimates which are dependent upbn assumptions which could change in the next financial

year and have a material effect on the carrying amounts of assets and liabilities recognised at the Balance
Sheet date:

Turnover

2021 2020
£ £
income from distribution network systems ’ , 114,167 28,726

an—————
e —————

All turnover arose within the United Kingdom.

Page 18



DocuSign Envélopé ID: 3A1 DOTBA-D3D0-405A-8816-COCT3569200C

VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS a
FOR THE YEAR ENDED 31 DECEMBER 2021
5.  Operating loss
The operating loss is stated after charging:
2021 2020
o £ £
Depreciation of tangible fixed assets - 15,108 3,475
Exchange differerices. : * : . 789 12,052
IT services 104,321 46,291
Legal and professional costs: ' 1,345,886 1,590,678
A portion of the Company's costs above are recharged to other entities within the Group, The Company
récharged atotal of £512,714 (2020: £508,575) to Vattenfall Network Solutions Limited for salary costs
and professional costs incurred by the Comipany.
6.  Auditors' remuneration

The Company paid the following amounts:to its auditors in respectof the audit of the financial statements.
No other services are provided to the Company. .

2021 2020
© g £
Fees for audit sefvices 14,000 9,756
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VATTENFALL NETWORKS LTD -

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

7.

Employees - A -

Number of employees

The average number of employees (including directors) during the year was 8 (20'20: 5).

In addition to the staff costs included below, £254,228 (2020° £210,759) were paid by the Company to

employees in relation to services performed to other entities within the Group. These: costs were
recharged by the Company and are not included within the staff costs below.- ‘ '

" Directors' remuneration :

The. directors of thé Company are also employees and/or-directors, of the: Company's shareholders and
fellow subsidiaries. The directors’ remuneration for the year, apportioned to the Comipany based on the
estimated individual director representation for the Company,. amounts to £163,016 (2020: £156,008).

Some of the remuneration was paid by ancther Vattenfall Group company.

Staff cpsts were as follows:

2021 2020

£ £

Wages and salaries _ A , 424,938 399,519
Social security costs . . 34,161 46,021
Cost of defined contribution schemeé . 36,286 36,405

495,385 481,945

Interest receivable and similar income

2021 - 2020
£ £
Interest recei\)abl,e from group companies ‘ 178 -
Interest payable and similar expenses
2021 " 2020
£ £
_ Interest payable to group companies - 18,850

.
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VATTENFALL NETWORKS LTD

" NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

10.

Tax onloss
~ Asrestated
2021 2020
£ £
" Corporation tax
Current tax on profits for'the year 4 T (711,362) (833,547)
Adjustments in respect of previous périods 1,477 231,860

(700,885)  (601,687)

Total current tax . (109,885)  (601,687)
Deferred tax

Origination and reversal of timing differences . 335405 470,181
Adjustment to tax charge in respect of prior periods (1,477)  (207,453)
Impact of change in tax laws and ratés ' . ‘ 10,433 (81,165)
Total deferred tax : | 344,361 181,563
Taxation on loss ' (365,524)  (420,124)

]

Factors affecting tax credit for the year

The tax assessed for the year is higher than (2020 - lower than) the standard rate of corporation tax in

" the UK of 19% (2020 - 19%). The differences are explained below:

. , . As restated

2021 2020
, £ £
Loss before tax . (1,983,059) (1,916,535)

| ——

L.oss befor‘e‘ tax multiplied: by standard rate of corporation tax in the UK of

19% (2020 - 19%) - ) (376,781) (364,142)

Effects of: .

Expenses not deductible for tax purposes - , 824 778
Adjustments to tax charge in respect of prior periods . 24,405

mpact of charige in tax laws and rates . | ‘ 10,433 - (81,165)
Total tax credit for theyear | (365,524)  (420,124)

A prior year tax adjustment was recognised to reflect other prior year adj‘ustments necessary. The
adjustment increased the current tax credit by £47,000 and the deferred tax credit by £478. See note 17
for further detail. ’
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VATTENFALL NETWORKS LTD

| NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

10. Tax on loss (continued)

Factors that may affect future tax charges

- An .intention to increase the UK corporation tax rate to 25% on profits over £250 thousand from 1 April

- 2023 was announced in the UK budget in March 2021. These changes were substantwely enacted in May
2021. The closing net deferred tax liability has been calculated at the rate appllcable for the period in
wthh the underlymg temporary differences are expected to unwind.

11.  Tangible assets -

Distribution Network assets
network acquired but not

assets yet ready foruse - Total
£ £ £
Cost or valuation
* At 1 January 2021 (as restated) A 181,000 - 181,000
Addiions . 881,412 - 44,000 926,412
At 31 December 2021 ‘ 1,062,412 44,000 1,106,412
Accumulated Depreciation : ‘
At 1 January 2021 (as restated) ) 3475 - © 3475
Charge: for the yéar:on owied asseéts 15,108 - ’ 15,1,08_
At 31 December 2021 ' 1883 - 18,583
Net book value
At 31 December 2021 1,043,829 44,000 1,087,829
At 31 December 2020 (as restated) o 177,525 T 177,525

A prior year adjustment was recognised to reflect a 2020 addition to the distribution. network assets of
£42.000. Seeé note 17 for further detail. .
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VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021 -

12.

13.

Debtors

As restated
2021 2020
£ £
Due after more than one year
Deferred tax asset ‘ - © 300,892
: As restated
2021 2020
Due within one year . '
Amounts owed by group undertakings’ 2,698,095 1,641,049
Other debtors » = 64,233 932,591
~ Prepayments and accrued income . : 48,108 9,061

2,810,436 - 2,582,701

Other debtors includes VAT receivable. In 2020 Other debtors includes corporation tax receivable of -
£927,546. : :
Prior year adjustments have been recognised and result in a decrease to Other debtors of £47,000-and a

decreasé to the Deferred tax asset of £478. See note 17 for further detail. In addition to this, the Deferred
tax.asset was reclassified as a debtor due .after more than one year.

The ‘contract assets mcluded within the Prepayments and accrued income balance above will be paid

once the invoices are calculated and issued following the month end. For the newly energised projects
this may be delayed until the arrangements -are finalised.

Cash at bank and in hand

2021 2020
£ £
Cash.at bank and in hand 5,437,282 7,478,644

The Company's cash is subject to a cash pooling arrangenient administered by the ultimate parent’
company, Vattenfall AB.
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VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

14. Creditors: amounts falling due within one year

As restated

2021 2020

‘ £ £

Trade creditors B - 249,456 98,248

Amounts owed to group undertakings 4,547 189,890
Other creditors . : - 27,679 -

Accrudls | | ' 468,313 92,005

749,095  380,143.

Amounts owed to group undertakings are payable on demand and not subject to an applied interest rate.

Priof year adjustments have. been recognised and result in a decrease to the accruals and deferred
income figure of £207,885. See note 17 for further detail. '

15. Deferred taxation

2021

£

At beginning of year (as restated) ‘ ‘ 300,892
Charged to profit or loss (344,360) .

‘At end of year = (43,468)

The deferred tax asset.is made up as follows:

A As restated

2021 2020

B 3 £

Accelerated capital allowances (43,469) (8,277)

Other temporary differences . - 310,169
: "(43,869) 300,892

Whilst the Company is loss making in tfie current year, the Company's deferred tax assets at 31
December 2021 ‘and 2020 are recognised on the basis that management corisider it probable that

. sufficient taxable profits will arise in the future in the Company and wider UK group against which the
Company’s tax losses and allowances can be utilised. : -

A prior year tax adjustment was recognised to refiect other prior year adjustments necessary. The impact
was a decredse to the deferred tax asset of £478. See note 17 for further detail.
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VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

16.

17.

Called up share capital

‘2021 - 2020
. ' N £ £
Authorised, allotted, called up and fully paid ‘
15,000,002 (2020 - 15,000,002) Ordinary shares of £1.00 each ' 16,000,002 15,000,002

Prior year adjustments

In preparing the 2021 financial statements, two material errors were noted that have been corrected in the
comparative figures for the year ended 31 December 2020 included in these financial statements.

The addition of one project with a cost of £42.000 which had been energised and therefore should have
been capitalised in accordance with the. company’s accounting policy was incorrectly omitted from
Tangible assets at 31 December 2020. The impact of the cofrection is to increase Distribution network
assets included in Tangible assets by £42,000 and increase Accruals included in Creditors: amounts
faliing due within one year by a corresponding amount at 31 December 2020. There was no impact on

opening equity at 1 January 2020, the Statement of comprehensive income, or cash flows for the period.

An. expense of £249,885 was incorrectly recorded in Administrative expenses in the year ended 31
December 2020 as'it had already been appropriately accrued in the year ended 31 December 2019 and
was therefore double counted. The impact of the correction is to decrease Administrative expenses in the
Statement of comprehensive income for the year ended 31 December 2020 by £249,885 and decrease
Accruals. included in Creditors: amounts falling due within one year at 31 December 2020 by a
corresponding amount. There was no impact on opening equity at 1 January 2020 or cash flows for the

- period.

To reflect the-adjustments detailed above, the tax credit for the 2020 financial year was also adjusted. The
adjustment credited the tax receivable ificluded within Other debtors by £47,000 and credited the Deferred
tax asset by £478. The income statement tax credit was debited by £47,478.

- The classification of deferred tax assets has moved from debtors within 1 year to debtors more than 1

year in the prior year.

A summary of these corrections on the comparative ﬁn‘a‘fncial information for the year ended 31 December

2020 is set out below:
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VATTENFALL NETWORKS LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

18,

1.

As originally  Correction
stated of errors Restated

. £ £ £
Tangible assets A 135,525 42,000 177,525
Deferred taxation ' 301,370 ' {478) 300;892
Other debtors - ‘ 979,591 (47,0000 932,591
Accruals ' : (299,890) 207,885 (92;005)
Equity ' 9,957,212 249,885 10,207,097
Administrative expenses ' (2162,565) 249,885  (1,912,680)
Taxation ' 467,602 (47,478) 420,124 -
Loss for the year - (1,698,818) 202,407  (1,496,411)
e ey S ———————

Post Balance Sheet events

Markets.are disturbed by unrest in eastern Europe. In times of meertainty conscious steer is given by the
management to maintain sufficient funds to operate the Company. At present, the directors believe that
the Company is well placed to continue without significant adverse operational or financial impact

Ac‘ross the wo'rld 'multnple 1ur|sd|ct|ons have tmposed economic s'anct;ohs on Ru’ssna Belarus and some

thls compames tradlng with, or assocnated with, Russia and Belarus have engaged in boycotts and trade
embargoes The directors have considered the: possible effects these could have on thé Company and
have determined that there is no impact to the Company.

There were no significant events after 31 December 2021 that required adjustment to or disclosure in the
financial statements, othér than the effects of the proposed change to the UK corporation tax rate from

* 19% to 25%, as disclosed in Note 10.

Ultimate parent undertaking and controlling party

At 31 December 2021 the immediate parent undertaking is Vattenfall AB. The directors regard Vattenfall
AB, a company registered in S-162 87 Stockholm, Sweden as the Company's controlling party and
ultimate. parent undertaking

The fesults of the Company are included in the consolidated financial statemerits of Vattenfall AB, the only
group which consolidates’ the Cornpany. The congolidated ﬁnancnal statémerits are available from the
Vattenfall website, http: I/oorporate vattenfall.com.
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