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PEN Y CYMOEDD WIND FARM LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Introduction

This report provides an overview of the current year performance, position and main issues that have been
considered by the directors.

Business review

During the year the Company operated an onshore wind farm at the Pen Y Cymoedd farm in South Wales within
the United Kingdom. The wind farm has been fully operational throughout the year ended 31 December 2018
and generated turnover of £63.1 million with net profits of £10.3 million (2017: £45.0 million and £1.7 million
respectively after becoming fully operational in May 2017). The directors anticipate similar levels of activity and
profitability in future years.

The ultimate parent undertaking is Vattenfall AB. One of the key focus areas of Vattenfall's strategy is building a
more sustainable energy portfolio. Vattenfall has a committed and ambitious strategy for growth in renewable
generation and plans to invest around 24 billion Swedish Krona in new wind farms over the next two years and
similar amounts in the years following.

At 31 December 2018 the Vattenfall Group’s installed capacity for Wind and Solar operating assets amounted to
2.8GW (1.1GW in the UK) split over more than 1,100 turbines and solar panels in five countries. During the
financial year 2018 the Vattenfall Group had nine wind farms under construction in three countries, one of which
was commissioned in 2018 and two of which will be fully commissioned in 2019. The other wind farms are
expected to commence operations in 2020/2021. Furthermore, the Vattenfall Group pursues new opportunities
through its pipeline of development projects, currently representing a size above 5GW.

Key performance indicators ("KPis")

The principal KP1 for the Company is turnover comprising turbine availability, wind resource and electricity price.
The wind farm became fully operational in May 2017 and therefore there are no fully comparative availability and
wind resource KPIs to measure against in the current year. Availability in the year was 97% with a volume of
622,116MWh (2017: 555,377MWh) Electricity prices have been higher during the year, averaging £101/MWh
(2017: £81/MWh).

Principal risks and uncertainties

The Company is exposed to financial risk through its financial assets and liabilities. The key financial risk is that
the proceeds from financial assets are not sufficient to fund the obligations arising from liabilities as they fall due.
The most important components of financial risk are credit risk, liquidity risk and cash flow risk. Due to the nature
of the Company's business and the assets and liabilities contained within the Company's Balance Sheet, the only
financial risks the directors consider relevant to the Company are credit risk and liquidity risk. These risks are
mitigated either by the Company being equity funded or by the nature of the balances owed, with these due to
other Vattenfall group companies. Credit exposure represents the extent of credit-related losses that the
Company may be subject to on amounts to be received from financial assets. The Company, while exposed to
credit-related losses in the event of non-performance by counterparties does not expect any counterparties to fail
to meet their obligations given their high credit quality. Operational risks are mitigated by having contractual
arrangements in place which result in adequate and timely services taking place when technical difficulties are
experienced at the site.
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PEN Y CYMOEDD WIND FARM LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

2d by the board and signed on its behalf.

per Elmas
Director

Date: 3 July 2019
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PEN Y CYMOEDD WIND FARM LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their report and the financial statements for the year ended 31 December 2018.
Directors’ responsibilities statement

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), 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 financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgments and accounting estimates that are reasonable and prudent;
. state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements;

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and to 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.

Principal activity

The Company's principal activity is the operation of an onshore wind farm in South Wales, United Kingdom. The
Company is a private company limited by shares, domiciled in the United Kingdom and incorporated in England
and Wales. During the year the Company's immediate parent undertaking was Nuon UK Ltd and the ultimate
parent undertaking of the Company is Vattenfall AB, the Swedish based international utility company.

Going concern

The Company’s cash flows are largely driven by its direct and intermediate parent companies and, as a
consequence, the Company depends, in large parts, on the ability of these Vattenfall companies to continue as a
going concern. The directors have considered the Company’s funding and operational relationships with its direct
and intermediate parents to date and have considered available relevant information relating to Vattenfall's ability
to continue as a going concern. In addition, the directors have no reason to believe that the respective Vattenfall
companies will not continue to fund the Company, should it become necessary, to enable it to continue in
operational existence.

On the basis of these considerations, the directors have a reasonable expectation that the Company will be able
to continue in operational existence for the foreseeable future. Therefore, they continue to adopt the going
concern basis of accounting when preparing the financial statements.
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PEN Y CYMOEDD WIND FARM LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Results and dividends

The profit for the year, after taxation, amounted to £10,265,697 (2017 - £1,660,491).

Dividend paid in the year is £nil (2017: £nil).

Directors

The directors who served during the year were:

Sandra Grauers Nilsson (resigned 23 March 2018)

Alper Elmas

Jonathan David Chin O'Sullivan (appointed 23 March 2018)

Future developments

The Company is continuously reviewing its business to stay responsive to the challenging energy market
conditions and current low energy prices. Management has sourced its operation & maintenance with a service
provider which allows for cost management and stability of cash flow. It is our policy to refrain from making any
specific statements about expected future results. However, 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 indemnity provisions in place during the financial period and
at the date of this report.

Disclosure of information to auditor
Each of the persons who are directors at the time when this Directors’ Report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditor is
unaware, and

. the director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the Company's auditor is aware of that information.

Post balance sheet events
There have been no significant events affecting the Company since the year end.
Auditor

The auditor, Ernst & Young LLP, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.
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PEN Y CYMOEDD WIND FARM LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

This repbrt

rd and signed on its behalf.

Director

Date: 3 July 2019
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF PEN Y CYMOEDD
WIND FARM LIMITED

Opinion

We have audited the financial statements of Pen Y Cymoedd Wind Farm Limited (the 'Company') for the year
ended 31 December 2018, which comprise the Statement of Comprehensive Income, the Balance Sheet, the
Statement of Changes in Equity and the related notes 1 to 20, including a summary of significant accounting
policies. 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).

In our opinion the financial statements:

. give a true and fair view of the state of the Company's affairs as at 31 December 2018 and of its profit for
the year then ended;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the Company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the United Kingdom, including
the Financial Reporting Council'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 sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

. the directors' use of the going concern basis of accounting in the preparation of the financial statements is

not appropriate; or
. the directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the Company's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

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. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, 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 audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF PEN Y CYMOEDD
WIND FARM LIMITED (CONTINUED)

misstatement in the financial statements or a 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 in this regard.
Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit.

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

. the Strategic Report and the Directors' Report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

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 material misstatements in the Strategic Report or the Directors' Report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

4 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

J 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.

Responsibilities of directors

As explained more fully in the Directors' Responsibilities Statement on page 3, 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.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF PEN Y CYMOEDD
WIND FARM LIMITED (CONTINUED)

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 leve! of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at. www.frc.org.uk/auditorsresponsibilities. This description forms part of our
Auditor's Report.

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 wark, for this report, or for the opinions we have formed.

é;/?&/ A uty (P

Stuart Darrington (Senior Statutory Auditor)

for and on behalf of
Ernst & Young LLP, Statutory Auditor

London
3 July 2019
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PEN Y CYMOEDD WIND FARM LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017

Note £ £

Turnover 4 63,114,769 44,951,403

‘Cost of sales (40,423,553) (33,225,183)
Gross profit 22,691,216 11,726,220

Administrative expenses _ {97,792) (120,584)
Operating profit 5 22,593,424 11,605,636
Interest receivable and similar income. 8 13 462,132

Interest payable and expenses 9 (9,816,161) (11,316,729)
Profit before tax 12,777,276 751,039
Tax charge/(credit) on profit 10 (2,511,579) 909,452
Profit for the financial year 10,265,697 1,660,491
Total comprehensive income for the year . 16,265.697“ 1,660,491

N s

There were no recognised gains and losses for 2018 or 2017 other than those included in the Statement of
Comprehensive Income. All amounts relate to continuing activities.

The notes on pages 13 to 28 form part of these financial statements.
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PEN Y CYMOEDD WIND FARM LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2018

Fixed assets

Tangible assets
Current assets

Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current liabilities

Total assets less current liabilities

Provisions for liabilities

Deferred taxation
Other provisions

Net assets

Capital and reserves

Called up share capital
Retained earnings

Total equity

The financial

Alper Elmas
Director

Date: 3 July 2019

Note

11

12
13

14

16
17

18

32,067,019
662,554

32,729,573

(235,856,488)

(12,523,507)
(9,802,306)

112,560,311

2018 2017
£ £
338,013,039 360,566,374

23,625,301

23,625,301

(267,317,987)

(203,126,915) (243,692,686)
134,886,124 116,873,688

(4,886,424)
(9,692,650)
(22,325,813) (14,579,074)
112,560,311 102,294,614
107,127,709 107,127,709
5,432,602 (4,833,095)

102,294,614

approved and authorised for issue by the board and were signed on its behalf by:

The notes on pages 13 to 28 form part of these financial statements.
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PEN Y CYMOEDD WIND FARM LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Called up Retained
share capital earnings Total equity

£ £ £
At 1 January 2018 107,127,709 {4,833,095) 102,294,614
Comprehensive income for the year
Profit for the year - 10,265,697 10,265,697
Total comprehensive income for the year : - 10,265,697 10,265,697
Total transactions with owners - ‘ - -
At 31 December 2018 107,127,709 5,432,602 112,560,311

The notes on pages 13 to 28 form part of these financial statements.
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PEN Y CYMOEDD WIND FARM LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

At 1 January 2017

Comprehensive income for the year
Profit for the year

Total comprehensive income for the year
Total transactions with owners

At 31 December 2017

Called up Retained
share capital earnings Total equity
£ £ £
107,127,709 (6,493,586) 100,634,123
- 1,660,491 1,660,491
- 1,660,491 1,660,491
107,127,709 (4,833,095) 102,294,614

The notes on pages 13 to 28 form part of these financial statements.

Page 12



PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Authorisation of financial statements

The financial statements of Pen Y Cymoedd Wind Farm Limited (the "Company") for the year ended 31
December 2018 were approved by the board and authorised for issue on 03 July 2019 and the Balance
Sheet was signed on the board's behalf by Alper Elmas. Pen Y Cymoedd Wind Farm Limited is
incorporated and domiciled in England and Wales.

Accounting policies

2.1 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

2006.

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

The following principal accounting policies have been applied:

2.2 Financial reporting standard 101 - reduced disclosure exemptions

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

the requirements of IFRS 7 Financial Instruments: Disclosures
the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement

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;
- paragraph 118(e) of IAS 38 Intangible Assets;

the requirements 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 or more members of a group, provided that any subsidiary which is a
party to the transaction is wholly owned by such a member
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2. Accounting policies {continued)
2.3 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 2018
unless otherwise stated and the impact of adoption is described below. There are no other changes
to IFRS effective in 2018 which have a material impact on the Company.

IFRS 9 Financial instruments

IFRS 9 introduces new requirements for classifying, measuring and impairing financial instruments
and hedge accounting. Under IFRS 9, loans and trade receivables may be measured at fair value
through other comprehensive income or amortised cost depending on the characteristics of the
contractual cash flows.

Under IFRS 9, the Company should also record expected credit losses on all of its debt securities,
loans and trade receivables on a 12 month or lifetime basis.

IFRS 15 Revenue from contracts with customers

The standard replaces all previous revenue requirements in IFRS and applies to all revenue arising
from contracts with customers. The standard outlines the principles an entity must apply to measure
and recognise revenue. The standard is intended to assist entities in applying judgment when
recognising revenue.

IFRIC Interpretation 22 Foreign currency transactions and advance consideration
IFRIC 22 clarifies that the transaction date is the date on which a company initially recognises the
prepayment or deferred income arising from advance consideration.

New standards and interpretations not yet effective

The Company has elected not to early adopt the following revised and amended standards, which are
not yet mandatory in the EU.

The list below includes only standards and interpretations that could have an impact on the financial
statements of the Company.

» IFRS 16 Leases (effective in the EU 1 January 2019)

* IFRIC Interpretation 23 Uncertainty over income tax treatments (effective in the EU
1 January 2019)

+ AIP IAS 23 Borrowing costs - Borrowing costs eligible for capitalisation (effective in the EU
1 January 2019)

+ |IAS 1 Presentation of financial statements and IAS 8 Accounting policies, changes in accounting
estimates and errors (effective in the EU 1 January 2020)
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2

Accounting policies (continued)

24

2.5

Impact of new international reporting standards, amendments and interpretations
IFRS 9

There have been no material impacts on the Company's financial statements as a result of adopting
IFRS 9 from 1 January 2018.

IFRS 15
From 1 January 2018, the Company has applied IFRS 15 using the cumulative effect method.

There have been no material impacts on the Company's financial statements as a result of adopting
IFRS 15 from 1 January 2018.

Revenue

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.

The Company sells electricity under the terms of the Service Level Agreement ("SLA") with Vattenfall
Energy Trading (“VET"). The SLA identifies two income streams subject to separate performance
obligations under IFRS 15:

Income from the sale of electricity

Income from the sale of electricity is recognised when the performance obligations under the SLA are
met. This occurs when electricity is transferred to VET at an amount that reflects the consideration
the Company expects to be entitled in exchange for the electricity. Under such arrangements income
is recognised according to contractual prices per unit of output multiplied by the actual power output
delivered to VET in the period, subject to an administrative fee. Income from the sale of electrical
energy is recognised net of VAT and other sales taxes.

ROC (Renewable Obligation Certificate) entittement and Buyout Fund

A Renewable Obligation Certificate ("ROC") is an environmental credit issued to accredited
generators for eligible renewable electricity. One ROC is issued for each megawatt hour of eligible
renewable electricity generated. Income from the sale of ROCs is recognised once the performance
obligation is satisfied at the point of sale of the associated electricity to VET at market price, subject
to an administrative fee deduction.

In addition, the Company recognises income from the redistribution of the ROC Buyout Fund to
eligible generators of renewable energy. The transaction price allocated is estimated on the basis of
market data. Please refer to note 3 for further description of the ROCs revenue estimate.

The Company does not expect to have any contracts where the period between the transfer of the
promised goods or services to VET and payment by VET exceeds one year. As a consequence, the
Company does not adjust any of the transaction prices for the time value of money.

A receivable is recognised when the goods are delivered as this is the point in time that the
consideration is unconditional because only the passage of time is required before the payment is
due. An accrued income balance is recognised when the performance obligations under the SLA are
satisfied, yet before consideration is received.
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2, Accounting policies (continued)

2.6

2.7

Development expenditure

Development expenditure is capitalised and held as assets under construction when the Company
obtains planning consent and the project is expected to become technically and commercially viable
such that the project is expected to generate sufficient net cash flow to allow recovery of such
expenditure. Otherwise, development expenditure for new wind farm projects is expensed as
incurred. On disposal of a project, previously capitalised development expenditure will be transferred
to the Statement of Comprehensive Income in the same period in which revenue is recognised.

Tangible fixed assets

All tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended 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 determined which is the higher of its fair
value less costs to sell and its value in use. An impairment loss is recognised where the carrying
amount exceeds the recoverable amount.

The Company adds to the carrying amount of an item of fixed assets the cost of replacing part of
such an item when that cost is incurred, if the replacement part is expected to provide incremental
future benefits to the Company. The carrying amount of the replaced part is derecognised. Repairs
and maintenance are charged to the Statement of Comprehensive Income during the period in which
they are incurred.

Assets under construction are capitalised as separate component of property, plant and equipment.
On completion, the cost of construction is transferred to the appropriate category. Assets under
construction are not depreciated.

Borrowing costs directly attributable to assets under construction and which meet the recognition
criteria in 1AS 23 are capitalised as part of the cost of that asset.

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

The estimated useful lives range as follows:

Wind farm - tower, blades, - 20 years
foundations etc

Wind farm - gearboxes and - 10 years
generators

Plant & machinery - 5 years

Wind farm decommissioning - 20 years
asset
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2, Accounting policies (continued)

2.8

2.9

Leasing

Expenses paid for operating leases are reported in the Statement of Comprehensive Income on a
straight-line basis over the leasing period. Leases are classified as either finance or operating leases.
A finance lease exists when the economic risks and benefits associated with ownership are, in
essence, transferred to the lessee. If this is not the case, it is classified as an operating lease. All of
the Company's leases represent operating leases, details of which are further described in Note 19
Commitments under operating leases.

Debtors
Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised

cost using the effective interest method, less any impairment.

Accrued income is measured at transaction price when the performance obligations under the SLA
are satisfied, yet before consideration is received.

2.10 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without 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 date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value.

2.11 Financial instruments

The Company recognises financial instruments when it becomes a party to the contractual
arrangements of the instrument. Financial instruments are de-recognised when they are discharged
or when the contractual 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 loans and receivables.
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They arise principally through the provision of goods and services
to customers (e.g. trade receivables), but also incorporate other types of contractual monetary
assets. They are initially recognised at fair value plus transaction costs that are directly attributable to
their acquisition or issue, and are subsequently carried at amortised cost using the effective interest
rate method, less any provision for impairment.

Impairment provisions are recognised when there is objective evidence (such as significant financial
difficulties on the part of the counterparty or default or significant delay in payment) that the Company
will be unable to collect all of the amounts due under the terms receivable, the amount of such a
provision being the difference between the net carrying amount 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
expected loss allowance for all trade and other receivables. When assessing impairment of trade and
other receivables, management considers factors including the credit rating of the receivable, the
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.

Accounting policies (continued)

ageing profile of receivables and historical experience. Trade receivables are reported net and such
provisions are recorded in a separate allowance account with the loss being recognised within
administrative expenses in the Statement of Comprehensive Income. On confirmation that the trade
receivable will not be collected, the gross carrying value of the asset is written off against the
associated provision.

Financial liabilities

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

At amortised cost

Financial liabilities at amortised cost including bank borrowings are initially recognised at fair value
net of any transaction costs directly attributable to the issue of the instrument. Such interest bearing
liabilities are subsequently measured at amortised cost using the effective interest rate method,

which ensures that any interest expense over the period to repayment is at a constant rate on the
balance of the liability carried into the Balance Sheet.

2.12 Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers.

Creditors are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.

2.13 Foreign currency translation

Functional and presentation currency
The Company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Statement of Comprehensive Income except when deferred in other
comprehensive income as qualifying cash flow hedges.

Foreign exchange gains and losses are presented in the Statement of Comprehensive Income within
'interest receivable and similar income’ for gains or 'interest payable and expenses' for losses.
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2, Accounting policies (continued)
2.14 Interest expenses

Interest expenses are charged to the Statement of Comprehensive Income 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.

2.15 Decommissioning provision

The Company has provided for the present value of estimated decommissioning costs from the time
that the Company has an obligation to dismantle and remove a facility and restore the site on which it
is located, and when a reasonable estimate of that provision can be made. The amount recognised is
the present value of the estimated future expenditure determined in accordance with the local
conditions and requirements. A corresponding tangible fixed asset of an amount equivalent to the
provision is also created. This is subsequently depreciated as part of tangible assets.

Each year the decommissioning provision is subject to an unwinding of the discounted value in order
to bring the provision up to the latest present value. The charge is included within interest payable in
the Statement of Comprehensive income.

Any change in the present value of the estimated expenditure is reflected as an adjustment to the
provision and the fixed asset.

2.16 Interest income

Interest income is recognised in the Statement of Comprehensive Income using the effective interest
method.

2.17 Provisions for liabilities

Provisions are made where an event has taken place that gives the Company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense to the Statement of Comprehensive Income in the year that
the Company becomes aware of the obligation, and are measured at the best estimate at the
Balance Sheet date of the expenditure required to settle the obligation, taking into account relevant
risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2, Accounting policies (continued)
2.18 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the Statement
of Comprehensive Income, except that a change attributable 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.

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

. 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.

3. Judgments in applying accounting policies and key sources of estimation uncertainty

The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the Balance Sheet date as
well as expenses reported during the year.

The following estimates are dependent upon 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:

Decommissioning

Significant estimates and assumptions are made in determining this provision as there are numerous
factors that will affect the ultimate liability payable. These factors include estimates of the extent and costs
of rehabilitation activities, regulatory changes, cost increases and changes in discount rates. Those
uncertainties may result in future actual expenditure differing from the amounts currently accounted for.
The provision at the Balance Sheet date represents management's best estimate of the present value of
the future closure costs required.

Renewable Obligation certificate (ROC)

The Company estimated the value of its entitlement to the ROC (Renewable Obligation Certificate) Buyout
Fund in relation to the 2018/2019 administrative year. In estimating the value of its entitlement, the
Company estimates the value of the Ofgem Buyout Funds for the appropriate years and the number of
ROCs that will be presented for the respective years. In the Company's Balance Sheet, amounts owed by
group undertakings include £2,050,027 (2017: £1,931,841) of accrued income in respect of the
Company's share of the Ofgem Buyout Funds.
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

4, Turnover

An analysis of turnover by class of business is as follows:

2018 2017

£ £

Income from sale of electricity 34,899,038 20,631,073
ROC (Renewable Obligation Certificate) 28,215,731 24,320,330

63,114,769 44,951,403
All turnover arose within the United Kingdom. All turnover has been derived from group undertakings.

5. Operating profit

The operating profit is stated after charging:

2018 2017

£ £

Depreciation of tangible fixed assets 23,055,191 19,997,800
Exchange differences 3,034 8,362
Operating leases and equipment hire 7,781,346 6,883,380

6. Auditor's remuneration

The Company paid the following amounts to its auditor in respect of the audit of the financial statements.
No other services are provided to the Company.

2018 2017
£ £

Fees for audit services 20,005 20,005
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

7. Employees

Number of employees

The average monthly number of employees (including directors) during the year was 2 (2017: 3). The

Company’s payroll costs are incurred by other entities wi

Company.

Directors remuneration

thin the Group, with the costs recharged to the

The directors of the Company are also directors of the holding company and fellow subsidiaries. The
directors remuneration for the year, apportioned to the Company based on the estimated individual
director representation for the Company, amounts to £11,326 (2017: £38,525). All of the remuneration

was paid by another Vattenfall Group company.

8. Interest receivable and similar gains

Interest receivable from group companies
Other interest receivable

9. Interest payable and expenses

Interest payable to group undertakings
Unwinding of discount on decommissioning provision

2018 2017

£ £

- 462,130

13 2

13 462,132

2018 2017

£ £
9,637,703 11,107,723
178,458 209,006

9,816,161

11,316,729
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

10.

Taxation

Group taxation relief

Current year
Adjustments in respect of previous periods

Total current tax

Deferred tax

Origination and reversal of timing differences
Impact of change in tax laws and rates
Adjustments in respect of previous periods

Total deferred tax

Taxation on profit on ordinary activities

Factors affecting tax charge for the year

2018 2017
£ £
(2,704,245) (3,001,236)
(2,421,258) (2,254,235)
(5,125,503) (5,255,471)
5,399,859 5,664,908
481,226  (1,322,484)
1,755,997 3,595
7,637,082 4,346,019

2,511,579

(909,452)

The tax assessed for the year is higher than (2017 - lower than) the standard rate of corporation tax in

the UK of 19% (2017 - 19.25%). The differences are explained below:

Profit on ordinary activities before tax

Profit on ordinary activities multiplied by standard rate of corporation tax in

the UK of 19% (2017 - 19.25%)
Effects of:

Expenses not deductible for tax purposes, other than goodwill amortisation

and impairment
Losses surrendered for nil payment

Adjustments to tax charge in respect of prior periods

Impact of change in tax laws and rates

Total tax charge/(credit) for the year

2018 2017

£ £
12,777,277 751,039
2,427,683 144,575
267,281 272,453
649 56

(665,260) (4,053)

481,226  (1,322,483)

2,511,579

(909,452)




PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

10. Taxation (continued)

Factors that may affect future tax charges

In the 2016 Budget the UK Government announced that the main rate of corporation tax would be reduced
to 17% with effect from 1 April 2020. The rate was substantively enacted before the Balance Sheet date
and therefore the closing net deferred tax liability has been calculated at the rate applicable for the period
in which the underlying temporary difference is expected to unwind.

11. Tangible fixed assets

Assets Wind farm
under decommissioning
Wind farm construction asset Total
£ £ £ £
Cost or valuation
At 1 January 2018 380,866,831 (9,523,121) 9,219,321 380,563,031
Additions ' - 570,658 - 570,658
Transfers between classes (8,952,463) 8,952,463 - -
Adjustment to asset - - (68,802) (68,802)
At 31 December 2018 371,914,368 - 9,150,519 381,064,887
Depreciation
At 1 January 2018 19,844,812 - 151,845 19,996,657
Charge for the year on owned assets 22,590,102 - 465,089 23,055,191
At 31 December 2018 42,434,914 - 616,934 43,051,848
Net book value
At 31 December 2018 329,479,454 - 8,533,585 338,013,039 '
At 31 December 2017 361,022,019 (9,523,121) 9,067,476 360,566,374

During the year the Company capitalised £nil (2017: £218,810) of interest related to the construction of
the wind farm (a qualifying asset).
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

12. Debtors: amounts falling due within one year

2018 2017

£ £

Trade debtors 238,401 34,391
Amounts owed by group undertakings 19,520,258 11,903,234
Other debtors 347,024 737,963
Prepayments and accrued income 11,961,336 10,949,713

32,067,019 23,625,301

There has been no effect on contract asset balances due to factors relating to the timing of satisfaction of
the Company's performance obligations and their relationship with the typical timing of payment.

13. Cash at bank and in hand

2018 2017
£ £

Cash at bank and in hand 662,554 -

14. Creditors: amounts falling due within one year

2018 2017
£ £
Bank overdrafts - 26,150,344
Trade creditors 1,798,320 4,444,748
Amounts owed to group undertakings 229,275,630 226,769,306
Accruals and deferred income 4,782,538 9,953,589

235,856,488 267,317,987

The balance owed to group undertakings includes a loan bearing interest at 3.80% (2017: 5.23%). The
loans are repayable at the request of the lender, Vattenfall Wind Power Ltd.
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

15. Financial instruments

2018 2017
£ £
Financial assets
Financial assets measured at fair value through profit or loss 662,554 -
Financial assets that are debt instruments measured at amortised cost 30,456,284 21,982,105

31,118,838 21,982,105

Financial liabilities

Financial liabilities measured at amortised cost (231,073,000) (257,364,398)

Financial assets measured at fair value through profit or loss comprise cash and cash equivalents.

Financial assets measured at amortised cost comprise loans and receivables, the majority of which is
made up of accrued income and amounts owed by group companies.

Financial liabilities measured at amortised cost comprise mostly of amounts owed to group companies.

16. Deferred taxation

2018

£
At beginning of year (4,886,424)
Charged to the Statement of Comprehensive income (7,637,083)
At end of year (12,523,507)

- The provision for deferred taxation is made up as follows:

2018 2017

£ £

Decelerated capital allowances (12,731,811) (4,973,197)
Other temporary differences 208,304 86,773

(12,523,507) (4,886,424)
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PENY CYMOEDD WIND FARM LIMITED

- NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

17. Other provisions

Decommissioning

provision

£

At 1 January 2018 : 9,692,650
Effect of change in estimate (68,802)
Unwinding of discount 178,458
At 31 December 2018 9,802,306

Decommission provision

Provision has been made for estimated decommissioning costs which are calculated as the present value
of estimated decommissioning costs using a discount rate of 1.84% (2017: 1.83%).

' 18. Share capital

2018 2017
£ £
Authorised, allotted, called up and fully paid

107,127,709 (2017 - 107,127,709) Ordinary shares shares of £1.00 each 107,127,709 107,127,709
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PEN Y CYMOEDD WIND FARM LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

19. Commitments under operating leases

The Company has entered into operating leases for the certain sites used by the Company. The
operating lease rental charge is based on both a fixed fee charge, disclosed below, and a variable charge
contingent on MWh generation. As such the variable charge commitment for the following year cannot be
established in advance. The variable rental cost for the year ended 31 December 2018 was £1,978,956
(2017: £1,565,192).

At 31 December 2018 the Company had future minimum lease payments under non-cancellable
operating leases as follows:

2018 2017

£ £

Not later than 1 year 5,353,482 4,882,943
Later than 1 year and not later than 5 years 21,413,927 19,531,771
Later than 5 years 74,948,744 73,244,141

101,716,153 97,658,855

Future minimum lease payments have been calculated over the estimated remaining useful life of the
wind farm.

20. Ultimate parent undertaking and controlling party

At 31 December 2018 the immediate parent undertaking is Nuon UK Ltd, a company registered in the
United Kingdom. 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 results of the Company are inciuded in the consolidated financial statements of Vattenfall AB which
are available from the Vattenfall website, http://corporate.vattenfail.com.
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