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NNB GENERATION COMPANY (HPC) LIMITED
AANNUAL REPORT AND FINANCIAL STATEMENTS
" YEAR ENDED 31 DECEMBER 2022

- STRATEGIC REPORT

The Drrectors present their Strategic Report for the year. ended 31 December 2022

Prmcrpal activity B ' -
The principal activity of NNB Generatlon Company (HPC) Limited (the Company”) is the development of
low carbon electricity generation facilities. This development is being achieved by the construction and
" operation of a mixture of generating capabilities, nuclear power and other sustainable solutions.

The Company is currently building a twin EPR Pressurrsed Water Reactor (“EPR") at its Hlnkley Point C
(“HPC") site, in Somerset.

It will continue with these activities for the foreseeable future.

Review of the busmess

The loss for the year before taxation amounted to £12m (2021: Ioss of £3m) and the loss after taxation
amounted to £119m (2021: loss of £121 m) The net assets at the end of the year amounted to £17,868m
(2021: £14,548m).

Progress of the busmess
"+ OnUnit 1, Liner Ring 3-has been lifted onto the Reactor Buuldlng and mechanlcal electrical and HVAC
(MEH) work on the Dome has been completed. All cranes for the U1 Turbine Hall have. been dellvered
to storage (including the 300t crane), ready for installation.

+ The two 3.5km intake tunnels and 1.8km outfall tunnel have been completed. The six intake and outfall
. heads have been successfully placed on the seabed.

- .+ In April, the Simulator Building was opened, allowing training of future reactor operators.
« The progress of the Civil works is over 50% complete. :
« On Unit 2, work on the Reactor Building’s + 5.15 slab has commenced.

+ Manufacturing of key equipment is progressing: the ‘Unit 1 Reactor Pressure Vessel has finished
manufacture,-and the polar crane beams have been delivered to site.

Project Costs and Timeline '

. The project’s targets in terms of schedule and cost at completion from the last project review to date were

announced on 19 May 2022:

~+ The start of electncrty generation from Unit 1 is targeted for June’ 2027 compared to end- 2025 as
initially announced in 2016.

+ The project completion costs are estlmated in this review, in a range of £25 to £26 billion (in 2015
sterling) corresponding to £31 to 32" billion in nominal based on the inflation indexes avallable at
end-2021.

« The.risk of delay to Commercial Operations Date (COD) remains assessed at c. 15 months for each ’
Unit, assuming in partlcular the absence of a new pandemic wave and no additional effects of the war
in Ukraine. -

+ _As the project's total financing needs exceed the contractual commitment of the shareholders
shareholders will be asked to provide additional equity on a voluntary basis in 2023.

‘ The schedule and cost of Mechanical, Electrical and HVAC (MEH) works and of final testing were not
reviewed at this stage of the pro;ect s llfecycle ) A :
At the end of 2022, the actual costs excluding interim |nterest for the pro;ect as a whole stood at £18 7
billion (at nominal values) -or £16.1 billion (in 2015 Sterling).

Based on inflation indexes as of 30 June 2022, the estimated nominal cost at completion could reach £32.7. b|ll|on The real cost
remains unchanged. :
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STRATEGIC REPORT (CONTINUED)

Interactions with Office of Nuclear Regulations (ONR)
ONR continues comprehensive Regulatory oversnght of the HPC Project, including the governance,
control and management arrangements. ) N

In Q4 2022, ONR approved as part of its flexible permlssmnlng reglme the End of Manufacture and
release for transit of the RPV (Reactor Pressure Vessel) from Framatome, St Marcel. Looking forward,
permissioning agreement will be needed from ONR for the Installation of the RPV.. .

Contract for Difference (CfD)
The HPC project company, NNB Generation Company (HPC) lelted and the Department of Energy and -
Climate Change (DECC) have agreed, on Oétober 2015, on the full terms of the CfD for HPC, which was
approved by the European Commission in October 2014, ruling that the terms complied with EU state aid
rules. . .

The CfD was signed on 29 September 2016 alongside all the other contracts with the UK Government
and it.is a contract to provide security in respect of revenues generated from electricity produced and sold
by HPC through compensation based on the difference between the strike price and the market price, for
a period of 35 years, for each respective unit, commencing from either the target start date or end of the
target commissioning window (as defined in the CfD), whichever is the earlier.

From the plant's start date, if the reference price at which the generator sells electricity on the market is
lower than the strike price set under the terms of the contract, the generator will receive an additional
payment. If the reference price is higher than the strike price, the generator will be Ilable for the
-difference. .

"The key elements of the Contract for Difference are:

« The strike price for HPC is set at £92.50/MWh. The strike price will be reduced to £89.50/MWh if the

Sizewell C project reaches a positive FID, with further compensation from_Sizewell C to HPC in order

to share first of a kind cost of EPR across both UK projects, payable on the later of 31 December 2025
-and a positive FID for the Sizewell project.

+  The strike price is fully indexed to UK inflation through the Consumer Price Index (CPI).

« The term of the exercise of the mechanism is 35 years; in case of a delay to Unit 1 leading to its
commercial commissioning after 1 May 2029 or a. delay of Unit 2 leading to its commercial-
commissioning after 1 November 2029, the corresponding 35- -year term of the exercise would be
decreased commensurately with the deadline overrun.

Moreover, any delay in the commercial commissioning of Unit 1 beyond 31 October 2036, enables (but
does not oblige) the UK Government to terminate the agreement, unless this date is postponed pursuant
to the terms of the agreement. The project has some additional protection against certain unfavorable
regulatory and legislative changes; provision has also been made to review the costs (up or down
depending on the assumptions used) in the fifteenth and twenty fifth years,” and to review certain
conditions for the costs corresponding to decommrssuomng and waste management operations (Funding -
Decommlssmnmg Programme).

There is no explicit volume guarantee in the CfD, nor is there a ceiling; however, the contract is protected
against change in law risk and any curtailment on the export of electricity so that the project is put back in
the same position it would have been had the change in law or curtailment event not occurred.
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STRATEGIC REPORT (CONTINUED)

Funded Decommlssmnlng Programme (FDP)

Contracts for-the Funded Decommissioning Programme (FDP) ‘were signed on 29 September 2016.
There is a statutory requirement for nuclear operators to have an FDP, under which an independent Fund
Company will collect contributions and manage the money buiit up to pay for decommlssmnlng of the
nuclear reactor at the end of the generation.

The Nuclear Decommissioning Fund Company (FundCo) was set up in compliance with the Energy Act
2008 as its purpose is to provide costs of decommissioning by implementing the FDP.

-The overall objeotive of the FDP is to ensure that operators make provision for:
+ The full costs of decommissioning their installations.

« Their full share of the costs of safely and securely managing and dlsposmg of their waste (|nclud|ng
long term storage); in doing so, the risk of recourse to public funds is remote.

Key performance indicators

- To support the Company's overall objectives in relatlon to new nuclear the project has designed detailed
performance measures that enable clear accountability for successful delivery of the power station. This
will ensure HPC is delivered safely, to quality, on time and on budget. These detailed measures feed into
the following- yearly project key performance indicators (KPI's):

Safety
In November 2022 there was a tragic fatal incident on site. HPC’s comprehensive investigation has
concluded and the associated investigation by the Police and ONR contlnues

HPC Safety performance is measured through a number of indicators including RIDDOR Accident
Frequency Rate. HPC reports on major injuries as defined in the Reporting of Injuries, Diseases and
Dangerous Occurrence Regulations (2013) as ‘specified injuries to workers’ and includes.injuries listed in
regulation 4 (non-fatal injuries to workers) and regulation 6 (work-related fatalities). The RIDDOR
Accident Frequency Rate is calculated using the number of RIDDOR reportable events over a rolling 12
months, divided by the total hours worked over a rolling 12 months, multiplied by 100,000. This glves us
the RIDDOR rate per 100,000 hours worked which for 2022 was 0.087 (2021: 0.062).

Expenditure

The total expenditure in 2022 was £3,416m (2021: £3,201m) which is £215m higher than previous year.
The overall growth in activity from off-site manufacturing to on-site dehvery continued to grow year on
year. ‘

Quality

Two of the key metrics used to measure quality performance are Onsite Construction Right First Time
(RFT) and Offsite Manufacturing Right First Time. The Onsite Construction RFT target was 90%, the
project achieved 87% (2021: 87%). The Offsite Manufacturing RFT target was 90%, the project achieved
91% (2021: 91%). These two measures provide confidence that the project will contmue to meet the
high- quallty standards it sets.
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STRATEGIC REPORT (CONTINUED)

Principal risks and uncertainties

The following is a summary of the key risks facnng the Company together W|th a summary of the
Company's approach to managing those risks. The governance structure of the Company is designed to
manage and mitigate risks. This covers all aspects of the Company’s activities, economic or other.

Political and regulatory l'lSk

Palitical risk arises in relation to public acceptance of building new nuclear power stations, and regulatory
risk relates specifically to- obtaining the relevant licences and consents to build, operate and
decommission the Company’s EPRs at HPC. Management is engaged with local residents, regulators
and politicians in addressing the safety needs-and the need to meet the current and future national
energy demand.

Political risk also exists in relation to the UK Government's Electricity Market Reform (‘EMR"). EMR
includes key measures to attract investment, minimise the impact on consumer bills and create a secure
mix of electricity sources.including new nuclear renewables, gas with carbon capture and storage. The
. Company believes that the risks to it from EMR have been Iargely mitigated now that the HPC Contract
for Difference ("CfD") and Secretary of State Investor Agreement ("SOSIA") are signed as. these are
contracts containing negotiated rights and protectlons for the Company and the investors in HPC.

Constructlon risk

The integrated risk position of HPC reflects the dynamic nature of the risks in a project of this scale and
complexity. These risks include availability and cost of materials, capable workforce, supplier
performance, design maturity, qualification, configuration control, security (including cyber) and asset
maintenance. The existing management controls, including oversight through a Board sub-committee, are
broadly effective with intervention plans deployed where necessary to reduce the overall risk exposure or
to respond to emerging challenges. .

Liquidity risk
“In order to ensure that sufficient funds are avallable for ongoing construction, operations and future
developments, the Company uses a mixture of shareholder loans and equity finance. The shareholder
£ loans used to fund the HPC investment have been accounted for as equity instruments. These are
classified as equity instruments as the terms of the shareholder loan are such that there is no redemption
date, and the holder has no option to redeem the instrument. Equity finance is funded via its parent
company, NNB -Holding Company (HPC). Limited, which is itself equity funded by its ultimate
shareholders. These arrangements will continue from completion through funding obligations in the HPC
shareholders' agreement. As the project’s total financing needs exceed the contractual commitment of the
shareholders, shareholders will be asked to provide additional equity on a voluntary basis in 2023.

Credit risk

Credit risk is the financial cost of replacmg contracts that fail to be performed due to a counterparty’s or

supplier's default, or failure to deliver. The main risk to the Company is potential significant cost and time

over-runs due to insolvencies in the supply chain and/or suppliers unable to fulfil their contractual
_obligations due to financial constraints. This risk is managed through a credit risk management procedure

that measures, monitors, and mitigates credit risk. .
Foreign currency risk
The Company's activities expose it to the financial risks of changes in foreign currency exchange rates
because certain suppliers’ invoice-in foreign currency, particularly Euro. The Companys policy is to enter
foreign currency forward contracts to fix a proportion of forelgn currency obligations in GBP to limit the
foreign currency risk exposure.
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Principal risks and uncertainties (continued)

EPR design risk

The ‘EPR design risk’ is defined as the Company’s exposure to a safe and operable deSIgn not being
developed and approved under UK standards within an economic time frame and cost outlay.

The original generic design was jointly developed using both French and German expertise and has
satisfied their engineering codes and standards. The generic design of the EPR was also assessed and
accepted by the ONR, concluding in 2012. This 'design is in the process of being constructed in France
and is in operation in China and Finland, thereby enhancing its credibility and demonstrating the feasibility
of the EPR technology. The detailed design obligations, driven by the UK’s regulatory requirements, are
being effectively devel'oped and implemented at each stage of the 'Project’.

Going concern :

The Company has been equity and shareholder debt funded since incorporation. FoIIowmg completion
and signature of the HPC Shareholder Agreement in September 2016, both shareholders are obliged to
act in accordance with the provisions of that Agreement in relation to the Cash Calls required to fund the
Company. Cash Call is the term used to describe the process by which the Company requests funding
from each shareholder. .

For each shareholder there are default mechanisms contained within the Agreement that will, in the event
of a Cash Call default, ensure the required funds are made available to the Company. As the project’s
total financing needs exceed the contractual commitment of the shareholders, shareholders will be asked
to provide additional equity on a voluntary basis in 2023 and beyond to complete the project. The
business. will also explore other means of financing over the coming months but in the absence of this
being selected as being the best option for the business then following enquiries of the shareholders the
Directors have the expectation that this funding will be forthcoming.

After making these enquiries and reviewing cash flow forecasts and available facilities for at least the next -
12 months, the Directors have formed a judgement, at the time of approving the financial statements, that -
there is a reasonable expectation that the Company has the ability to draw on adequate resources .to

continue in operational existence for the foreseeable future. This judgement has been formed taking into

account the principal risks and uncertainties that the Company faces, and which have been outlined in”
more detail elsewhere in the Strategic Report. For this reason, the Directors continue to adopt the going

concern basis in preparing the financial statements.

Approved by the Board on and signed on its behalf by:

Décuslgned by:

Mary (st
aldrECﬂ)E?)EESACG...
Director -

30 June 2023
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DIRECTORS' REPORT

The Directors. present their report and the financial statements for the yéar ended 31 December 2022.

‘Principal risks, going concern and uncertainties are discussed within the Strategic Report.

Directors .

The Directors who held office during the year, and to the date of this report, were as follows:
Andrew Mathews '
Stuart Crooks

Nigel Cann

Richard Savage

Michael Weightman

David Waboso

Keping Zheng } ‘

David Mitchell

Kenna Kintrea

Marc Lotz

Dabo He (appointed 5 September 2022)

Bin Yang (appointed 5 September 2022)

Huiping Yu (appointed 5 September 2022)

Catherine Back (appointed 1 July 2022)

Carol McArthur (appointed 1 July 2022)

Gavin Edwards (appointed 1 December 2022)

~ Mark Hartley (resigned 1 December 2022)

_Fusheng Xu (resigned 5 September 2022)

Guillaume Callewaert (resigned 30 June 2022)

Qiming Chen (resigned 5 September 2022) : : \
Humphrey Cadoux-Hudson (resigned 30 June 2022)

Xiaohui Zeng (resigned 5 September 2022)

Of the above listed persons Stuart Crooks, Mark Hartley (resigned), Nigel Cann, - Marc Lotz, Xiaohui Zeng
gresigned), Fusheng Xu (resigned), Bin Yang (appointed), Huiping Yu (appointed), Gavin Edwards
appointed), Richard Savage (appointed) and Guillaume Callewaert (resigned) are Executive Directors.
None of the Executive Directors had an employment contract with the Company in the current or prior
year. , ‘ i

Fusheng Xu (resigned) and Xiaohui Zeng (resigned), HuipingNYu (appointed) and Bin Yan%\l(appointed),
as CGN Executive Directors, are Eaid by subsidiaries of CGN for their services to the CGN group. The
remaining Executive Directors, as EDF Executive. Directors, are paid by subsidiaries of the ultimate parent
company, EDF S.A., for services to the whole GrouF. No portion of their remuneration can be specifically
attributed to their services to the Company. Details of total EDF Executive Directors’ remuneration is
available in the group accounts, which are available to the public as set.out in note 21. .
Richard Savage (resigned as non-executive), Humphrey Cadoux-Hudson (resigned), Keping Zheng,
Qiming Chen (resigned), Dabo He (appointed), - Catherine Back (appointed) and Carol McArthur .
appointed) are non-independent Non-Executive Directors. Keping Zheng, Dabo He (appointed) and
iming Chen (resigned) are paid by subsidiaries of CGN for their services.to the CGN Group. ’
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DIRECTORS® REPORT (CONTINUED) -

- Richard Savage (resigned as non-executive Director), Catherine Back, (appointed), Carol McArthur

- (appointed) and. Humphrey Cadoux-Hudson (resigned) are paid by subsidiaries of the ultimate parent

company, EDF S.A., for services to the whole Group. No portion of their remuneration can be specifically
attributed to thelr services to the Company , )

Andrew. Mathews, Kenna Kintrea, Mlchael Weightman and David" Waboso are indepe.n'dent
Non-Executive Directors. ' o . ) .

No Director (2021: none) held an  interests in the shares or debentures of the Company or the ED S.A.
Group that are required to be disclosed under the Companies Act 2006.

Dividends
The Directors do not recommend payment of a dividend (2021: £nil). -

Political contributions . ‘ )
The Company made no political contributions in the current or prior year.

Future developments
The future developments of the Company are outlined in the pnncrpal activity section of the Strategic
Report.

" Directors' liabilities : : :
The Company has made qualifying third-party mdemnlty provisions for the benefit of its Directors dunng
the year and these remain in force at the date of this report. .

. Dlsclosure of information to the auditor
Each of the persons who is a Director at the date of approval of this réeport conf'rms that:

+ so far as the Director is aware, there is no relevant audlt information of WhICh the Company’s auditor is
. unaware; and

«the Director has taken all the steps that he/she ought to have taken as a Director in order to make
. hlmself/herself aware of any relevant audlt information and to establish that the Company’s audltor is

aware of that information. }

This confrmatlon is given and should be mterpreted |n accordance with the provnswns of s418 of the
Companies Act 2006 '

-Reappointment of auditor :

Deloitte LLP are auditors for the financial year ended 31 December 2022 and will be replaced by PwC
LLP as the auditors of the Company for the financial year ending 31 December 2023 in accordance with -
the provisions of the Companies Act 2006. The directors have been authorized to fix the remuneration of
the audrtors . .

Approved by the Board and signed on its behalf by:

DocuSigned by: o

Mare (otr

34E101C8EB234CE...

Marc Lotz
Director
30 June 2023
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. DIRECTORS' RESPONSIBILITIES STATEMENT

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

Company law reqwres the Dlrectors 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 Financial Reporting Standard 101 "Reduced Disclosure Framework". 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 fnancnal statements, the Directors are required to:

- select suitable accountlng policies and then apply them con3|stently. : e
+ make judgements and"acceunti'ng estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed subject to any materlal :
departures disclosed and explained in the financial statements; and o

« prepare the financial statements on the going concern basis unless it is mappropnate 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. :
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF NNB GENERATION COMPANY (HPC) LIMITED
Report on the audit of the financial statements

Opinion

In our opinion the financial statements of NNB Generation Company (HPC) 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
loss for the year then ended;

e have been properly prepared in accordance with Unlted Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and’

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

We have audited the financial statements which comprise:
e the Income Statement;

e ° the Balance Sheet;

the Statement of Changes in Equity; and

the related Notes 1 to 21.

The financial reporting framework that has been applied' in their preparation is applicable law and
United Kingdom Accounting Standards, including Financial Reporting Standard 101 “Reduced
Disclosure Framework” (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 described in the auditor's
responsibilities for the audit of the financial statements section of our report. '

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

Conclusions relating to going concern

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

Based on the work we have performed, we have not identified any material uncertainties relating to

events or conditions that, individually or collectively, may cast significant doubt on the company’s ability

 to continue as a going concern for a,period of at least twelve months from when the financial
statements are authorised for issue.

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

Other information : :

The other information comprises the information included in the annual report, other than the financial
statements-and our auditor’s report thereon. The directors are responsible for the other information
contained within the annual report. Our opinion on the financial statements does not cover the other
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~ 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 bé 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 réport in this regard.

-Responsibilities of directors A :

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 deasuons 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, mcludnng fraud is detailed below :

‘We considered the nature of the company’s industry and its control environment, and reviewed the
company’s documentation of their policies and procedures relating to fraud and compliance with laws
and regulations. We also enquired of management, internal audit and the directors about their own
identification and assessment of the risks of irregularities, mcludmg those that are speC|f|c to the
company s business sector. .

10
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* We obtained an understandlng of the legal and regulatory framework that the company operates in,
and identified the key laws and regulations that:

e had a direct effect on the determination of material amounts and disclosures in the financial |

statements. These include UK Companies Act 2006 and UK tax legislations; and 4
e do not 'have a direct effect_ on the financial statements but compliance with which may be
fundamental to the company’s ability to operate or to avoid a material penalty.

We discussed among the audit engagement team regarding the opportunities and incéntives that may’
-exist within the organisation for fraud and how and where fraud might occurin the financial statements.

In common: with all audits under ISAs (UK) we are also required to perform specnﬂc procedures to
respond to the risk. of management override. In addressing the risk of fraud through management
override of controls we tested the appropnateness 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 out5|de the normal
course of business.

In addition to the above, our procedures to respond to the risks identified included the following:
e reviewing financial statement disclosures’ by testing to supporting documentation to assess
* compliance with provisions of relevant laws and regulations described as having a dlrect effect on
the financial statements;
e performing analytical procedures to identify any unusual or unexpected relatlonshlps that may
indicate risks of material misstatement due to fraud; ‘

e enquiring of management, internal audit and in-house -legal 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 revrewmg internal audit reports

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:

e the information given in {the strateglc report and] the directors’ report for the financial year for
which-the financial statements are prepared is consistent with the financial statements; and

e thestrategicreport and the dlrectors report has been prepared in accordance with appllcable legal
reqwrements : :

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified any material mlsstatements in the strateglc report or the
directors’ report :

‘Matters on which we are required to report by exception
Under the Companies Act 2006 we are requrred to report in respect of the following 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 _

¢ 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.
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NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
. YEAR ENDED 31 DECEMBER 2022

-We have nothing to report in respect of these matters.

Use of our report
This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part

16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the

company’s members those matters we are required to state to them in an auditor’s report and for no

other 'purpose To the fullest extent permitted by law, we do not accept or assume responsibility to

anyone other than the company and the company s members as-a body, for our audit work, for this
-report, or for the opinions we have formed. : :

Anthony Matthews FCA (Senior statutory auditor)
For and on'behalf of DeI0|tte LLP

Statutory Auditor

London, United Kingdom

) 30June 2023
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NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2022

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2022

Revenue

’

Grqss broﬁt

Other operating expenses
Operating profit before depreciation and amortisation
Gain on diposal of property, plant and equipment

" Profit before taxation and finance costs

Investment income -
Finance costs

Loss before taxation
Taxation

- Loss for the year

All results are derived from continuing operations in both the current and preceding year.

2022 2021
Note ’ £m £m
4 2 1
2 1
2_ -
2 1
6 S -
7 (15) @)
(12). ®)
9 (107) (118)
(119) (121)
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NNB GENERATION COM!"ANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2022

BALANCE SHEET
AT 31 DECEMBER 2022

2022 2021

~ Note v £m £m
Non-current assets - ’ . } , o
Property, plant and equipment” - . 10 . 18,806 15,382
Right of use assets ’ . 11 o 2582 147
’ ' ' 19,058 | 15,529

" Current aésets .

* Trade and other receivables ' 12 ' 196 84
Cash and cash equivalents ' 13° : 58 ' 135
Current tax a_lsset» » _ 222 40

4 : ‘ ' - 476 259
L Total assets o o - . 19,534 15,788 -
Current liabilities : ‘ - ' ,
Other liabilities - . - 14 (693) . . (657)
Lease liabilities ' : 1M1 (6) )
' , (699) (664)
Net current liabilities : _ : (223) ~ (405)
Total assets less current liabilities 18,835 15,124 - -
Non-current liabilities S
Lease liabilities : o , 11 (122) - . (129)
Deferred tax liability ' 16’ : (736) - (447)
Provisions = - ' : 15 . (109) - ) -
' (967) (576)
Total liabilities ' ‘ : ' (1,666) - -(1,240)
Net assets : ' ‘ 17,868 14,548
Capital and resérves , . :
Called up share capital ' 18 . 203 203
Share premium reserve ' : 18 1,828 1,828
) Capital redemption reserve . ‘ o190 - 16,229 12,790
i Retained earnings o _ ' : (392) ' (273)
Shareholders’ funds - ‘ : - . ] . 17,868 14,548
N , .
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NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL-REPORT AND FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2022

BALANCE SHEET
AT 31 DECEMBER 2022 (continhued)

The financial statements of NNB Generation Compaﬁy (HPC) Limited'(registeréd number: 06937084) on
pages 13 to 34 were approved by the Board, authorised for issue and signed on its behalf by:

DocuSigned by: t

Mart (4t

s MEINCRRR2MCE .. .

Marc Lotz .
Director :
30 June 2023
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N

S'I"ATEMENT OF CHANGES IN EQ‘UITY‘
FOR THE YEAR ENDED 31 DECEMBER 2022

NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
' YEAR ENDED 31 DECEMBER 2022

/

Called up '

share Share Capital Retained -
capital premium reserve earnings Total
i £m £m £m - £m £m
At 1 January 2021 ] \ 203 1,828 9,531 1 (152) 11,410
Loss for the year E - - - (121) (121)
Capital reserve (note 19) A e - 3,259 .- 3,259
At 31 December 2021 203 - 1,828 12,790 (273) 14,548
At 1 January 2022 . : “ ' 203 1,828 " 12,790 (273) 14,548
Loss for the year A - - ' - (119) (119)
Capital reserve (note 19) - - 3,439 - '3,4398
At 31 December 2022 ‘ 203 1,828 16,229 (392) 17,868
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NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
"YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS

1 General information

NNB Generation Company (HPC) Limited is a private company limited by shares mcorporated in the
United Kingdom ‘under the Companies Act 2006 and is registered in England and Wales. The address of
the Company'’s registered office is shown on the contents page. The nature of the Company’s operatlons
and its pr|n0|pal activities are set out in the strateglc report on pages .1 to 5: )

Basis of preparation

The Company meets the definition of a quahfyrng entity under Financial Reportlng Standard 101 (FRS
101) “Reduced Disclosure Framework". These fnanC|aI statements were prepared in accordance with
FRS 101 Reduced Disclosure Framework.

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 the period presented, unless otherwise stated.

The financial statements have been prepared on the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in exchange for the asset. The financial statements are
presented in pounds sterling as that is the currency for the primary economlc environment in which the

company operates :

Summary of disclosure exemptions
The Company has taken advantage of the following disclosure exemptlons under FRS 101:

a) The requirements of IFRS 7 Financial Instruments; Disclosures;
b) the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement
c) the requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements’ to present comparatlve
information in respect of paragraph 79(a)(iv) of IAS 1;
d) the reqwrements of paragraphs 10(d), 10(f) and 134-136 of IAS 1. Presentatron of  Financial
Statements; -
_e) the requrrements of IAS 7 Statement of Cash Flows; '
f) the requirements of paragraphs 30 and 31 of IAS -8 Accounting PoI|C|es Changes in Accountlng
Estimates and Errors;
g) the requirements of paragraph 17 of IAS 24 Related Party Disclosures; ’
h) the requirements in |IAS 24 Related Party Disclosures to disclose related party transactions entered
into between two or more members of a group, provided that any sub3|d|ary which is a party to the
- transaction is wholly owned by such a member;
i) the requirements of paragraphs 130(f)(ii), 130(f(iii), 134(d)-1 34(f) and 135(c)-135(e). of IAS 36
Impairment of Assets; -
j) the requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115 118,.
119(a)-119(c), 120-127 and 129 of IFRS 15 Revenue from Contracts with Customers;
. k) the requirements of paragraph 52, the second sentence of paragraph 89, and paragraphs 90, 91 and
93 of IFRS 16 Leases; and
1) the requirements of paragraph 58 of IFRS 16, provided that the disclosure of details of indebtedness
required by paragraph 61(1) of Schedule 1 to the. Regulatlons is presented separately for lease liabilities
and other liabilities, and in total.

s

- Where relevant, equivalent dlsclosures have been given inthe group accounts which are available to the
public as set out in note 21. .
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NNB GENERATION COMPANY (HPC)‘ LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS (C_O‘NTIN_UED)

2 Accounting policies (continued)

Going concern

The Company has been equity and shareholder debt funded since mcorporatton Following completion
and signature of the HPC Shareholder Agreement in September 2016, both shareholders are obliged to
act in accordance with the provisions of that Agreement in relation to the Cash Calls required to fund the
Company. Cash Call is the term used to describe the process by which the Company requests funding
from each shareholder.

) For each shareholder there are default mechanisms‘ contained within the Agreement that will, in the event
of a Cash Call default, ensure the required funds are made available to the Company. As the project’s
total financing needs exceed the contractual commitment of the shareholders, shareholders will be asked
to provide additional equity on a voluntary basis in 2023 and beyond to complete the project. The
business will also explore other means of financing over the coming months but in the absence of this
being selected as being the best option for the business then following enqumes of the shareholders the
Directors have the expectatlon that this fundmg will be forthcoming.

After making these enquiries and reviewing cash flow forecasts and available facilities for at least the next
.12 months, the Directors have formed a judgement, at the time of approving the financial statements, that'
there is a reasonable expectation that the Company has the ability to draw on adequate resources to
" continue in operational existence for the foreseeable future. This judgement has been formed taking into
account the principal risks and uncertainties that the Company faces, and which have been outlined in
‘more detail elsewhere in the Strategic Report. For this reason, the Dlrectors contlnue to adopt the going
concern baS|s in preparing the financial statements.

"Reévenue recogmtlon .
Revenue is recognised to depict the transfer of promised goods or services to the customer in an amount
that reflects the consideration to which the company expects to be entitled in exchange for those goods or
services. Revenue is recognised either when the performance obligation .in the contract has been -
performed or as control of the performance obligation is passed to the customer.

Revenue from sales of electricity i is recognlsed in the perlod during whlch the output is delivered.

Forelgn currency transactions and balances

The functional and presentational currency of the Company is pounds sterling. Transactrons in foreign
currencies are recorded at the exchange rate ruling at the date of the transaction. Monetary assets and -
liabilities .denominated in foreign currencies are retranslated at the closing rates at the balance sheet
date. All exchange differences are included in the profit and loss account.

-Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and call deposits, and other shor1 term hlghly Ilqmd
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk
of changes in value. - . .

Taxation

Current tax

Current tax, including UK corporation tax, is provided at amounts expected to be paid (or recovered)

using the tax rates and laws that have been enacted by the balance sheet date. The tax currently payable
. is based on taxable profit for the year. Taxable profit differs.from net profit as reported in the income

statement because it excludes. items of income or expense that are taxable or deductible in other years

and it further excludes items that are never taxable or deductible.
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NNB GENERATION COMPANY (HPC) LIMITED
- ANNUAL REPORT AND FINANCIAL STATEMENTS
' YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

‘2 Accounting policies (continued)

Deferred tax :

Deferred tax is provided or. recognlsed in full using the balance sheet |Iabl|Ity method, providing for
temporary ‘differences between the carrying amounts of assets and liabilities for financial reportlng
purposes and the amounts used for taxation purposes.

Deferred tax arising from (1) the initial recognition of goodwill, (2) the initial recognition of assets or
liabilities in a transaction (other than in a.business combination) that affects neither the taxable profit nor
. the accounting profit, or (3) differences relating to investments in subsidiaries to the extent that they will
probably not reverse in the foreseeable future, is not provided for.

Deferred tax assets are recognised to the extent it is more likely than not that future taxable profits will be
available against which the temporary differences can be utilised. The carrying amount of deferred tax
assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the assets to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply for the period when the asset is
realised or the liability is settled based on tax laws and rates that have been enacted or substantively
enacted at the balance sheet date. .

Current tax and deferred tax for the year

Current tax and deferred tax are recognised in the income statement, except when they relate to items
that are recognised in other.comprehensive income or directly in equity, in which case, the current tax and
deferred tax are also recognised in other comprehensive income or directly in equity respectively. '

‘Property, plant and eqmpment

Tangible fixed assets are stated at cost, net of depreciation and provision for impairment. Included in cost
are_all those costs incremental and necessary to the construction of low carbon power generators,
'|nclud|ng but not limited to Generic Design Assessment planning, site preparatlon associated
development, safety compllance construction and decommissioning.

Depreciation is provided on all tangible fixed assets, at rates calculated to wrlte off the cost of acquisition
. of each asset evenly over its expected useful life, as follows

.Wind farm - 20 years A

Assets recognised in the course. of construction are included under assets under construction .(“AUC")

" and will be depreciated when the plant is commissioned and ready for use. AUC. and leasehold land is
depreciated over the period of its intended use, commencing upon commissioning of the plant. The
leasehold land are expected to have a nil value at the end of the life. of the site, and therefore will be
depreciated over60 years. - -~

Assets under construction

Assets under construction are recognised as the total of cost of purchase construction and mstallatlon of

tangible assets to bring them into use. For the assets to be bought into use, they are. transferred to

relevant tangible asset classes where they are depreciated as per the policy of that tangibles asset class.
- No depreciation is recognised prior to these transfers.
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NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Accounting policies (continued)
Property, plant and equipment (continued)

De-recognition ' ' »

An item of property, plant and equipment and any significant part initially recognised is derecognised
upon disposal (i.e., at the date the recipient obtains control) or when no future economic benefits are
expected from its use or disposal. Any.gain or loss arising on de-recognition of the assét (calculated as
the difference between the net disposal proceeds and the carrylng amount of the asset) is included in the -
income statement when the asset is de-recognised.

Impairment of tangible assets

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

Recoverable amount is the higher of the fair value less costs to sell and the value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value 'of money and the risks specific to
the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is incréased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the. carrying amount that would have been determined had no impairment-loss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is.
recognised immediately in profit or loss.

Leases

Company as Lessee

At contract inception, the company assesses whether a contract is or contains a Iease A contract is
treated as a lease if it conveys the nghts to control the use of an identified asset for a period of time in
exchange for con5|derat|on . .

- ldentified arrdngements that do not have the legal form of a lease contract but nonetheless convey the
right to control the use of an asset or group of specific assets to the purchaser are treated by the
company as leases and analysed by reference.to IFRS 16.

The company recognises a lease liability which represents the lease payments to be made and a
. right-of-use asset representing the right to use the underlying asset for all.leases apart from short-term

leases (12 months or less) and leases of low value assets. Payment on short-term leases and low value
. assets are recognised on a straight-line basis over the lease term in the income statement.
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NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Accounting policies (contmued)

Right-of-use asset

IFRS 16 requires leases to be recognlsed in the lessee’s balance sheet when the leased asset is made
available, in the form of a. “right-of-use” asset. This is presented on the face of the balance. sheet.
Right-of-use asset is measured at cost less- any accumulated depreciation and .impairment loss and
adjusted for any re-measurement of lease liability. The cost of right-of-use assets .includes the initial
measurement. of the-lease liability, any lease payment made at or before the.commencement-dates less
any lease incentives received, any initial direct costs and an estimate of the costs to be incurred in
dismantling and removing the underlying asset, restoring the site or restoring the underlying asset to the
condition required by the terms of the |lease. Right-of-use assets are depreciated on straight-line basis
over the shorter of the lease term and the estimated useful life of the asset.

Lease Liabilities
At commencement of a lease the Company recognises a lease liability measured at the present value of
the lease payments to be made over the lease term. The discount rate used is the incremental borrowing
rate at the date of the lease commencement. The lease liability is split between current and non-current
lease liabilities. Lease payments include fixed payments less any lease incentives receivable and
. amounts expected to be paid under residual value guarantees. After the commencement date, the
. amount of lease liabilities is increased to reflect the accretion of interest and.reduced for the lease
payments made. The carrying amount of lease liabilities'is re-measured if there is'a modification such as
a change in the lease term, a change in the lease payments or a change in the assessment of an optlon
to purchase the underlylng asset

Financial liabilities and equity

. - Debt and equity instruments are classified as either fnancnal liabilities or as equity in accordance with the
- substance of the contractual arrangement.

Provisions

Provisions are recognised when the company has a present obligation (Iegal or constructive) as a result
of a past event, it is probable that the entity will be reqwred to settle that obligation and a reliable estimate
can be made of the amount of the obligation.

Provisions are measured at the directors’ best estimate of the expehditure required to settle the obligation
- at the reporting date and are discounted to present value where the effect is material.

Equity instruments

An equity instrument is any contract that ewdences a residual interest in the assets of an entlty after
deducting all its liabilities. Equity instruments issued by the Company are recognlsed at the proceeds
received, net of direct issue costs. If payment is deferred and the time value of money is material, the .
mmal measurement is on a present value basis.
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NNB GENERATION COMPANY (HPC) LIMITED

‘ANNUAL REPORT AND FINANCIAL STATEMENTS .

. YEAR ENDED 31 DECEMBER 2022
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) ' ‘

.2 Accounting policies (continhed)

Financial instruments
Financial assets ‘and liabilities are recognlsed on the Companys balance sheet when the Company
becomes a party to the contractual provisions of the instruments. : .

Financial assets and liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition of issue of financial assets and financial liabilities (other than financial
assets and financial liabilities at fair value through the profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or financial Ilabllltles at fair value through the
profit or loss are recognised immediately in profit or loss.

The effective interest method is a method of calculating the amortised cost of a financial liability or a
financial asset and of allocating the interest expense over the relevant period: The effective interest rate
is the rate that exactly discounts estimated future cash payments or receipts (including all fees and points
paid or received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts), through the expected life of the financial liability or-asset or (where appropnate) a
shorter period, to the net carrying amount on initial recognltlon) , .

Recoqnlt/on of expected credit losses

The Company recognises a loss aIIowance for expected credit losses on a financial asset that is
-measured at amortised cost, measured at fair value through other comprehensive income, a lease
receivable, a contract asset or a-loan commitment and a financial guarantee contract to whlch |mpa|rment
reqmrements apply.

At each reporting date, the Company measures the loss allowance for a financial instrument at an amount

equal to lifetime expected credit losses if the credit risk on that financial instrument has increased

significantly since initial recognition. The expected credit losses are assessed considering- all reasonable
- and supportable information, including that which is forward-looking. :

. If at the reporting date the credit risk on a financial instrument has not increased S|gn|'f'cantly since initial
recognition, and entity shall measure the loss allowance for that fnanmal mstrument at an amount equal
to 12-month expected credit losses.

The amount of credit losses (or reversal) is recognlsed in prof it or Ioss as an impairment galn or Ioss at
the reporting date. .
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NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
' YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 Critical accounting‘jud'gements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, described in note 2, the directors of the Company
are required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are con5|dered to be relevant Actual results may
differ from these estimates. ; :

The estimates and underlying assumptioné are reviewed on-an ongoing basis. Revisions to accounting .

estimates are recognised in the period in which the estimate is revised if the revision affects only that

period, or in the period of the revision and future periods if the revision affects both current and future .
. periods. .

Critical ]udgements in applying accounting policies

The following are the critical judgements, apart from those involving estimations, that the directors have
made in the process of applying the Company's accounting policies and that have the most significant
effect on the amounts’ recognlsed in the consolidated financial statements.

. Carrying value of property, plant and equipment - ’
The Company reviews the carrying value of property, plant and eqmpment on an annual basis where
there is an indicator of impairment. On 19 May 2022 the Group released a review of the schedule and
cost for construction of the two nuclear reactors at Hinkley Point C. This review was conducted to update
the project assumptions, notably due to the impact of Covid-19 restrictions and Brexit on the supply chain,
and the challenges facing both operators and personnel as regards resources. As noted in the Strategic
Report, the commissioning date of Unit 1 now June 2027. This announcement also reported the risk of a
further 15-month deferral of the commissioning date. The project teams are fully mobilised .and are
implementing action plans to ensure this objective is fulfilled. No impairment is reconglsed to the" carrying
value as of 31 December 2022. .

Accountmg for the (;ontract for Difference

~ The accounting treatment with regards to the CfD, signed following the achlevement of FID, represents a
critical judgment. The assessment of the accounting treatment is that there is no derivative or embedded
derivative, or other financial instrument, required to be accounted for prior to the point of generation, and -
hence no-accounting implications for the year ended 31 December 2022, This is on the basis that signing
the CfD contract does not in itself create a contractual right for the generator to receive cash from the CfD
counterparty.

' Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period that may have a significant risk of causing a material -
adjustment to the carrying amounts of assets and liabilities within the next financial year.
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NNB GENERATION COMPANY (HPC) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 Critical accounting judgements.and key sources of estimation uncertainty (continued)

Calculation of capital allowances :

Due to the nature of the.HPC project, judgement has been applied in analysing which assets qualify for

capital allowances and at what rate those allowances. are available. Depending on the nature of .the

expenditure tax relief can be obtained in the year of spend, spread out over a number of years, or not be

obtained at all. The methodology used is based on experience of capital ailowance claims relating to

construction projects for nuclear and non-nuclear power stations however, the HPC project is the first of a

kind in the United Kingdom and hence there is no direct comparison against which the capital allowance

claims can be benchmarked by EDF Energy or HMRC. The tax treatment of the capital expenditure is
subject to an ongoing HMRC enquiry, which is looking at the technical issues of the project and the tax -
relief the capital expenditure qualifies for. As such we do not believe it is practicable to quantify the

uncertainty at this point in time. ,

4 Revenue

Revenue generated from the Company's windfarm, which is stated net of value added tax, arises entirely -
in the United Kingdom and is attributable to the continuing activity of electricity generation.

The analysis of the Company's revenue for the year from continuing operations is as follows: - i
) : 2022 : 2021

. £m £m
Sales of goods and services : . . 2 1

5 Result for the year .
Loss for thé year has been arrived at after charging/(crediting) the foIIoWing gains and losses:

2022 2021
' ] £m : £m
Profit on disposal of property, plant and equipment : - : - )
(Gain)/Losses on foreign exchange revaluations (note 7) ) 15 4
EDF Energy Limited charges . : 12 .11
EDF Energy (TSO) Limited charges 32 - 28
Less expense capitalised as property, plant and equipment : (44) (39)

In 2022, an amount of £415,000 (2021: £330,000) was paid to Deloitte LLP for the audit of the Company’s
annual accounts. This charge was borne by another Group company in both the current and prior year. In

2022, amounts payable to Deloitte LLP by the Company in respect of non-audit services were £nil (2021:
£28,500). - : ' . '

The Company had no employees in the years ending 31 December 2022 or 31 Décem_ber 2021.
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ANNUAL REPORT AND FINANCIAL STATEMENTS |
" YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6 Inv‘estmentin'come
2022 2021

. £m . £m
Interest on bank deposits = - ~ o ' 1 . -

. ' ' ' : 1 L
7 Finance costs _ o :

‘ 2022 " 2021
Finance charges payable under finance leases ‘ o 9 12
Foreign exchange losses ' . A ‘ 15 ' 4
Less: amounts included in the cost of qualifying assets )] (12)

‘Total finance costs A ‘ 15 . 4

8 Directors' remuneration

The independent Non-Executive Directors' (as set out in the Directors' Report and being each of Andrew
Mathews, Michael Weightman, David Waboso, and - Kenna Kintrea) remuneration for the year was as

follows
2022 2021
. “£m : £m
Emoluments o . o . - -
g respect of the highest paid Non Executlve Director for services to the Company
2022 - 2021
£m ‘ £m.

Emoluments ' . - -

"All Executive Directors and non-independent Non-Executive Directors are either employees of associated
EDF S A. group companies or CGN group companies as set out in the Directors' Report.

. Fusheng Xu (reS|gned) Xiaohui Zeng (resigned), Huiping Yu (appointed) and Bin Yang (appointed) are
.CGN appointed Executive Directors and are paid by subsidiaries of CGN for their services to the CGN .
group. No portion of their remuneration.can be specifically attributed to their services to the Company.
The remaining Executive Directors are EDF appointed and are executives of other companies across the
EDF S.A. group. Itis not practicable to allocate their remuneration between their services as executives of

this Company .and their services as directors of other EDF companies. In addition 3 directors are each A ‘

'accrumg benefits under the EDF defined benefit pension schemes.
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~ ANNUAL REPORT AND FINANCIAL STATEMENTS
' YEAR ENDED 31 DECEMBER 2022

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

8 Directors' remuneration (contmued)

- Richard Savage (resigned - as non-executive), Humphrey Cadoux-Hudson (resigned), Keplng Zheng,
Qiming Chen (resigned), Dabo He (appointed), Catherine Back (appointed) and Carol McArthur .
(appointed) are non-independent Non-Executive Directors. Keping Zheng Dabo He (appointed) and
Qiming Chen (resigned) are paid by subsidiaries of CGN for their services to the CGN Group. Richard
Savage (resigned as non-executive Director), Catherine Back (appointed), Carol McArthur (appointed)
and Humphrey Cadoux-Hudson (resigned) are paid by subsidiaries of the ultimate parent company, EDF:
S.A., for services to the whole Group. No portion of thelr remuneration can be specifically attributed to
thelr service to thelr company. .

No Director (2021: none) held any interests in the shares or debentures of the Company or the EDF SA.
Group that are required to be disclosed under the Companies Act 2006. .

9 Taxation

(a) Tax charged in the income statement -

12022 2021
£fm . £m
Current taxation: :

UK corporatlon tax (credit) on profits / loss made in the year ) (137) . -
Adjustments in respect of previous years’ reported tax (credits) : (45) .-
Total current tax (credit) in the year ) ' : (182) -
Deferred taxation (note 16) _ '

Current year charge / (credit) 275 (1)
Adjustments in respect of previous years’ reported tax charges / ' 41 o (13)
(credats) .

Effect of increased tax rate on opening balance ' (27) 132
Total deferred tax charge in the year ' 289 118
Income tax charge reported in the income statement 107 118

(b) The tax on profit/(loss) before tax for the year is higher than (2021: higher. than) the standard rate of
corporation tax in the UK of 19.00% (2021: 19.00%).

The charge for the year can be reconciled to the profit/(loss) in the income staterﬁent as follows:
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NNB GENERATION COMPANY (HPC) LIMITED .
" ANNUAL REPORT AND FINANCIAL STATEMENTS
' YEAR ENDED 31 DECEMBER 2022

L2022 2021
: £m £m
Loss before tax (12) . ((3)
Tax at the UK corporatron tax rate of 19.00% (2021: 19.00%) 2) OB
Effect of:
Other non-deductible expenses and non-taxable income - - -
Group relief surrendered for less than statutory rate 74 -
. rCaLt,;;ent year rmpact on drfferentlal between deferred and current tax T 66 _
. N\ .
Adjustment to prior-year corporation tax (credit) (45) -
Adjustment to pnor year deferred tax charge - 41 (13)
Impact of increased tax rate on opening deferred tax balance 27) - 132
' 107 118

" Tax charge reported in the income statement A

. (c) Other factors affecting the tax charge for the yearf

The accounting for deferred tax follows the accounting treatment of the underlying item on which deferred '
tax is being provided and hence is bocked within equity if the underlying item is booked within equity.

The closing deferred tax balance at 31 December 2022 has been calculated at 25.00% (31 December
2021: 26.62%). This is the average tax rate at WhICh the reversal of the net deferred tax Ilablllty is

_ expected to occur.

10 Property, piant and eqdipment
' " Assets’

under Freehold Leasehold
construction land " land Windfarm Total
£m £m " €£m £m £m
- Cost . . : .o

~ At1January 2022 15,240 55 84 7 - 15,386
Additions _ ' 3,416 - 8 a - 3,424
At 31 December 2022 18,656 55 92 7 18,810

Depreciation . . ‘
At 1 January 2022 ' ' - - - 4 4
Depreciation charge - - - - - - -
At 31 December 2022 ‘ - - - 4 4
Carrying amou'n,t ' ‘
At 31 December 2022 ' 18,656 .55 92 A 3 18,806
55 84 . .3 15,382

- At 31 December 2021° 15,240
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

- 10 Property, plant and equ1pment (contmued)

"Assets in the course of construction relate to nuclear new build activities, of which the amount capltallsed
in relation to Hinkley Point C is £18,656m at 31 December 2022 (2021: £15 ,240m).The recoverable value.

of the PPE balance is determined by discounting future cash flows over the assets’ useful life, taking into .

. consideration the two EPRs with a 60-year useful life currently under construction at the Hinkley Point
_site. Future cash flows from these plants are determined by reference to the Contract for Difference (CfD)
between the Company and the UK government. The CfD sets stable, predictable prices for a period of 35
years from the date the two EPRs are first commissioned: if market prices fall below the CfD exercise
price, the Company will receive an additiona!l payment. The CfD exercise price for HPC is set at
£92.50/MWh (in 2012 sterling) and is indexed on UK inflation via the consumer price index (CPI). Thus,
for the operation period under the CfD, future cash flows include a longterm inflation assumption. For the
25 years of operation after the CfD period, for which no forecasts exist for long-term UK electricity market
prices, future cash flows include a.very long-term inflation assumption and a price assumption based on
the CfD exercise price of £92.50/MWh (in 2012 sterling),; which is consudered the current best estimate of
market price Ievels over this horizon. .

. The WACC determined for HPC is a hybrid rate that reﬂects the specificity of the cash flows being
regulated by the CfD for 35 years, then exposed to market prices for the 25 subsequent years. The rate
applicable to the project is 6.7% at 31 December 2022, 100bp higher than the 5.7% used in 2021.

On 19 May 2022 the Group released a review of the schedule and cost for construction of the two nuclear
reactors at Hinkley Point C. This review was conducted to update the project assumptions, notably due to
the impact of Covid-19 restrictions and Brexit on the supply chain, and the challenges facing both
operators and personnel as regards resources (see the EDF Group press release of 19 May 2022). The
start of electricity generation by Unit 1 is now expected in June 2027 instead of June 2026 as previousty
(and June 2028 instead of June 2027 for Unit 2). The project completion costs are now estimated.in the
range of £25-£26 billion (in 2015 sterling), -as opposed to the previous estimate of £22 - £23 billion (in
2015 sterling). This announcement also reported the risk of a further 15-month deferral of the
commissioning date, resulting in a. Iower recoverable value estimated at £2.5 billion that was integrated
into the project model.

The net book value of the HPC project in the Company currently has headroom within its dlscounted cash
flows and is not impaired.

11 Leases

Company as a lessee. :

The entity applies the. recognition exemptions for short-term leases and leases for which the underlying
asset is of low value. The weighted average incremental borrowmg rate applled in dlscountmg the lease
I|ab|I|ty is 1.93%.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

11 'Leases (continued)

Set out below are the carrying amounts of right-of-use assets recognised and the movements
.during the period: o

Land . Buildings © Total

£m . £m ) £m
Cost : . . .
At 1 January 2022 _ 140 13 . 153
Additions . ‘ ’ _ 109 T 10
Disposals ' Co- e -
At 31 December 2022 ‘ 249 14 : 263
Accumulated depreciation ' . ' '
At 1 January 2022 : 1 5" 6
.Charge for the year . o 1 4
At 31 December 2022 ' A 2 9 : 1
Carrying amount : o ' o L
At 31 December 2022 ‘ : . , 247 5 252

At 31 December 2021 o ‘ 139 8 147

- The Company has land restoration obligations following the end of its construction activities, on leasehold
land which are based on the Company’s landscape management plans, in compliance with its lease
arrangement requirements. During the current year, a £108m provision for land restoration has been
recognised based on the best estimate of the expenditure required to settle the present obligation.

Set out below are the carrying amounts of lease liabilities and movément during the period:
) : M .

2022 2021

£m £m

" As at 1 January ' ' ' 136 153

Additions - » ‘ -~ 1 - 13
Early terminations : AR (1) (24).

Interest ' o , : 9 11

Payments - o ' (17) (17

As at 31 December ‘ o 128 . 136

The lease liabilities have been split as follows:

2022 2021 -

. , o £m - £m

Current’ _ . ' 6 7

Non-current . ' : ' 122 7129

Total S : : 128 136
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

11 Leases (continued)

The following are amounts recognised in profit or loss:

2022 2021

. . £fm £m

Depreciation expense for right-of-use assets ' s 5 ) 6
Capitalised depreciation expense ‘ . (5) (6)
Net depreciation expense T . ' - -
Interest expense on lease liabilities : : 9 11
Capitalised interest expense ) _ : )] an

Net interest expense on lease liabilities ' . - -

Total amount recognised in Income Statement ' , - -

Short term and Low value leases
There were no expenses recognised in the income statement in relation to short term or low value leases
(2021: £nil). . .

12 Trade and other receivables - .
' 2022 2021

' “£m £m

Trade receivables 5 12
Prepayments - 64 : 41
VAT - 17 " 29
Amounts due from related parties 10 2
196 84

.Amounts due from related parties are unsecured trading balances and are interest free, with 30-day

repayment terms in both current a‘nd‘prior year.

13 Cash and cash equivalenté

¢ 2022 - 2021
: : £m - £m
Cash pooling with ultimate parent company - 58 . 135

Cash at bank earns interest at floating rates based on daily bank deposit rates. Cash pooling is made for
varying periods up to 12 months, depending on the cash requirements of the Company and earns interést

at the respectlve short-term rates.
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14 Other liabilities S .

2022' . - 2021 .
. ' o £m £m
Trade Creditors . : - .90 8
Accruals - 576 625
Amounts due to related parties : o ' 27 . 24
' 693 657

- Amounts due to related parties are unsecured trading balances and are interest free, - with 30 -day
repayment terms m both current and prior year. .

15 Provisions

Dilapidations Total

o - - : . £m. £Em
At 1 January 2022 ' e - -
Arising in the year - h o : o 108 108
' Change in estimate 1 1

At 31 December 2022 o A _ 109 109

The Company has land restoration obligations following the end of its construction activities, on leasehold
fand which are based on the Company’s landscape management plans, .in compliance with its lease
arrangement requirements. During the current year, a £108m provision for land restoration has been
- recognised based on the best estimate of the expenditure required to settle the present obligation.

The provisions have been split as follows: . ) .
2022 2021

Current Non-Current - Total Current Non-Current - Total
: : . .. fm . - £m - - £m o Emo £m £m’
Dilapidations - 109 © 109 L - - -

Total - 109 109 L - - -
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16 Deferred tax

The following are the major deferred tax assets and (liabilities) recognised by the company and
movements thereon during the current and prlor reportlng penod o
. Accelerated :

capital Losses = Total -
allowances :
g _ £m £m’ £m
At 31.December 2020 : o . (472) - 143 " (329)
Credit/(charge) to income: ' : - }
-Current year : - (A77) 178 1
-Adjustmen}s in respect of previous years' reported tax 14 ) 43
charges
Credit/ (Charge) to equnty '
"Current year : - - -
-Effect of increased tax rate on opening I|ab|I|ty : (190) - - 58 (132)
At 31 December 2021 o (825) 378 447y
Credit/(charge) to income: ' . . : ’
- -Currentyear . - . B A (199) (76) " (275)
C/r\]gjrléztgments in respect of previous years’ reported tax \ | 23) _ (18) (41)
-Effect of increased tax rate on opening liability . 50 (23 27
At 31 December 2022 . : o (997) .. 261 (736)

Deferred tax assets and liabilities are offset where the Company has a legally enforceable right to do so.
The following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

. . 2022 - 2021

\ ' . 4 ' £fm £m
Deferred tax assets . : - -
Deferred tax liabilities ‘ (736) (447)
At 31 December. o : (736) (447)

17 Commitments

Capital commitments \

At 31 December 2022, the Company had entered into contractual commltments for the acquisition of
. property, plant and equipment amounting to £5,225m (2021. £6,225m). The 2021 amount for
* commitments of £6,225m included estimated contractual indexation of £960m which is .now excluded from

31st December 2022 estlmates .
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18 Share ,i:apital
Allotted, called up and fully paid shares
2022 . ‘ 2021

No. 000 £000 .. No.000 £ 000
Ordinary shares of £0.10 each 2,030,805 203,081 2,030,805 203,081

The Company has one class of Ordinary shares which carries no right to fixed income.

Share premlum reserve

The share premium reserve arose in 2014 when 2; 030 805,140 shares with a nominal value ‘of £0.10
were allotted. An amount of £1 was paid per share resulting in a share premium reserve of £1,828m.

19 Capital reserve

The capital reserve has arisen as a result of eapital contributions from the shareholders since 2016. In
2022 additional capital of £3 439m (2021: £3 259m) was contributed by shareholders. '

. These are all classified as equity instruments as the terms of the shareholder loan are such that there is
.no redemption date and the holder has no option to redeem the instrument. -

20 Related party transactions

The Company has taken advantage of the exemption in FRS 101 Reduced Disclosure Framework from
disclosing transactions with other wholly owned members of the group, which would be required for
disclosure under IAS 24,

- Key management personnel for the Company are the Directors of the Company. Please refer to note 8 for
details of their remuneration. There are no other transactions with key management personnel during the
year (2021: none).

Amounts outstanding with other related partles at 31 December are as follows:

Amounts owed by related parties

Other related

. - Parent parties

2022 , £m £m

. Financial assets . 58 -
Amounts due from related parties . e - 10 -

]
/
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20 Related party trahsactions (continued)

2021 .
Financial Asset
- Amounts due from related parties

~ Amounts owed to related parties

2022
Amounts payable to related parties -

2021
Amounts payable to related parties

21 Parent undertaking and controlling party

Parent
£m

135

YEAR ENDED 31 DECEMBER 2022

Other related
parties
£m

2

Other related
parties

£m

27

Other related

. parties
£m
24

NNB Holding Company (HPC) Limited holds a 100% interest in the company and considered to be the
immediate parent company. EDF Energy Holdings Limited is the smallest group for which consolidated
financial statements are prepared. Copies of that company's consolidated financial statements may be
obtained from the registered office at 90 Whitfield Street, London, England, W1T 4EZ.

At 31 December 2022, Electricité de France SA ("EDF SA"), a company incorporated in France, is
regarded by the Directors as the Company's ultimate parent company and controlling party. This is the
largest group for which consolidated financial statements are prepared. Copies of that company's
consolidated financial statements may be obtained from the registered office:at Electrlcne de France SA,

'22-30 Avenue de Wagram, 75382, Paris, Cedex 08, France.
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