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Moray Offshore Windfarm (East) Limited
Annual report and financial statements
31 December 2018

Directors’ report

The directors’ report has been prepared in accordance with the special provisions relating to small companies within
section 15 of the Companies Act 2006.

Moray Offshore Windfarm (East) Limited (the “Company”) is a company. incorporated and domiciled in the UK.

The registered number is 07101438 and the registered address is Condor House, 10 St Paul’s Churchyard, London,
EC4M 8AL effective from 1 March 2019, previously 14/18 City Road, Cardiff, CF24 3DL. ‘

Principal activity

The principal activity of the Company during the year was to develop and construct an offshore windfarm in the
Moray Firth and this activity is set to continue until construction is complete.

Business Review

The key milestones the Company was working towards during the year were the development of the windfarm and
ultimately entering financial close and construction of the windfarm.

Key developments during the year are set out below:

e  On 2" February 2018, the Company entered into the following hedging transactions:-CPI Swap, Interest
Rate Swap, Foreign Exchange Forwards and Par Forwards to hedge against the principal risks facing the
Company.

e  On 8 February 2018, an amended letter of credit was issued by Lloyds Bank Plc to the benefit of Nationai
Grid to the value of £452,261 for the period of 1 April 2018 to 30 September 2018.

e On 1 August 2018 a letter of credit was issued with the effective date from 1 October 2018 to 31 March 2019
with a value of £356,508.62. An amendment was submitted and effective from 9 November 2018 for
£273,195.82. A further amended letter of credit was issued with the effective date from 7 Dec 2018 to 30
Apr 2019 with the value of £630,937.

e  On23" March 2018, the purchase of 20% of the Company’s share capital, along with 20% of the outstanding
loan and interest at this date was sold to Diamond Generating Europe Limited (DGE) a fully owned
subsidiary of Mitsubishi Corporation.

e On 19* July 2018 a share for share and debt for debt exchange took place between Moray East Holdings
Limited (MEHL) and Moray Offshore Renewable Power Limited (MORPL), Delphis Holdings Limited
(Engie) and Diamond Generating Europe Limited (DGE) resulting in the ownership of the Company
changing from 56.7% Moray Offshore Renewable Power Limited, 23.3% Delphis Holdings Limited
(Engie) and 20% Diamond Generating Europe Limited (DGE) to 100% owned by Moray East Holdings
Limited.

e  During October 2018 the project began construction onshore.

e  On 6" December 2018 the company reached Financial Close where the Company moved from development
(devex) spend to construction (capex) spend. The Project is funded in a combination of both equity and debt.
The proportion that relates to equity is exhausted first and is provided from shareholders via Equity Bridge
Loans and Shareholder Loans to MEHL (MOWEL shareholder) which then flow to the project (MOWEL)
via subordinate loans. :

The company signed and entered into the following EPCI Contracts throughout the year:
e Siemens Onshore Works - 29 October 2018

Siemens Offshore Substations - 29 October 2018

NKT Export Cables - 2 November 2018

Boskalis Array Cables - 8 November 2018

GeoSea Substructures - 14 November 2018

MVOW Turbines - 21 August 2018
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Directors’ report (continued)
Key performance indicators

The directors believe that, given the company’s current activities and status of the construction project, analysis of
performance for the year to 31 December 2018 using KPI’s is not appropriate.

Result and proposed dividend

The company’s loss for the year was £1,885k (2017: a loss of £624k). The directors do not recommend the payment
of a dividend (2017:nil).

Directors

The directors who held office during the year and up to the date of this report were as follows:

J P Nogueira de Sousa Costeira (resigned 15 February 19)

E Garcia-Conde Noriega (resigned on 9 November 18)

B J Rodriguez Sanchez (resigned on 15 May 19)

D H Finch

K Suzuki (appointed 23 March 2018)

M M V Menendez (appointed on 14 June 2017 and resigned 23 March 2018)
D G Alcock (appointed on 7 July 2017 and resigned 14 February 19)

M M Maino

J P Burnay Summavielle (appointed 13 December 2017 & resigned 21 December 2018)
I Herrero (appointed 21 December 2018)

C L Brown (appointed 18 January 19)

D C M Cherel-Sparham (appointed 14 February 19)

F Kumura (appointed 18 January 19)

_ S Martinis Spettel (appointed 18 February 19)

T Nobuhara (appointed 23 March 18 & resigned 18 January 19)

O Diaz Martin-Forero (appointed 14 May 19)

Principal risks and uncertainties

The principal risks facing the Company are listed below:

Construction risk:

Cost overruns and delays to construction of the windfarm are short to medium risks facing the company. To mitigate

against this risk the company has entered into several EPCI contracts which were signed and completed prior financial
close.

Financial risk management:

Foreign exchange risk — The Company is a GBP functional currency entity which incurs a certain portion of its
construction costs in EUR and USD, exposing the Company to exchange rate fluctuations between GBP and EUR and
GBP and USD. The Company’s risk management strategy is to protect the Company against adverse fluctuations in
foreign exchange rates by using FX forward contracts to reduce its exposure to variability from foreign exchange
impacting cash flows arising from Company’s foreign currency denominated fixed asset construction cost cash flows
to the extent that it is practicable and cost effective to do so.

Interest rate risk — The Company is partially funded using long term floating rate GBP loans that expose the Company
to potential variability in interest rates. The Company’s risk management strategy is to protect the Company against
adverse fluctuations in interest rates utilising pay fixed receive float interest rate swaps to reduce its exposure to
variability in cash flows on the Company’s forecasted floating-rate debt facility to the extent that it is practicable and
cost effective to do so.

Inflation risk — The Company future revenues from power generation will be contractually indexed to UK CPI,
exposing the Company to variability in future forecast revenue from changes in UK CPI. The Company’s risk
management strategy is to protect the Company against adverse fluctuations in UK CPI rates by reducing its exposure
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Directors’ report (continued)

to variability in cash flows on the Company’s forecasted revenues using receive fixed pay float inflation swaps to
hedge the contractually specified CPI component of future forecasted revenues to the extent that it is practicable and
cost effective to do so.

Liquidity and Capital Risk — The company manages both liquidity and capital risk by way of the utilisation of funding
facilities in order to meet the contractual commitments to capital expenditure as per the commitments detailed in note
16. Funding facilities have been provided and agreed based on an economic model for the development of the Offshore
Windfarm project. Details of the funding facilities can be found in note 10.

Credit Risk — the company currently evaluates the risk associated with receivables and due to the current operations
of the business such risk will be minimal until the construction of the Offshore Windfarm is complete and operational
activity begins. The company does not currently have significant receivables due.

Political contributions
The Company did not make any political donations or incur any political expenditure during the year.

Going concern

The directors have assessed that the Company has adequate resources to meet its liabilities as they fall due for a
period of at least twelve months following the approval of these financial statements. The ultimate shareholders
have indicated they will continue to provide such funds as are necessary to enable Moray Offshore Windfarm (East)
Limited to continue to trade and to meet its liabilities as they fall due and that the shareholders will not seek
repayment of the amounts currently made available.

Based upon the undertaking of financial support outlined above, and after making appropriate enquiries, the
directors have a reasonable expectation that the company has adequate resources to continue in operational existence
for the foreseeable future. Accordingly, the directors continue to adopt the going concern basis in preparing the
company’s annual financial statements.

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditor is unaware; and each director has taken
all the steps that he ought to have taken as a director to make himself aware of any relevant audit information and to
establish that the company’s auditor is aware of that information.

Auditor

Following an audit tender conducted in 2017 by EDP Renovaveis Group, PricewaterhouseCoopers LLP were selected
as Auditors for the Group. Moray Offshore Windfarm (East) Limited board of directors agreed to appoint
PricewaterhouseCoopers LLP to replace KPMG LLP as auditor for the year ending 31 December 2018. The auditors,
PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a resolution concerning their
reappointment will be proposed at the Annual General Meeting.

By order of the board
-
) - N
Daniel H. Finch Condor House,
Director 10 St Paul’s Churchyard,

London, EC4M 8AL
20 Fang 2
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Statement of Directors’ Responsibilities in respect of the Directors’ Report and the
Financial Statements

The directors are responsible for preparing 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 they have
elected to prepare the financial statements in accordance with International Financial Reporting Standards as adopted
by the European Union (IFRSs as adopted by the EU) and applicable law.

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:

e select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable, relevant and reliable;
e state whether they have been prepared in accordance with IFRSs as adopted by the EU;

e assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and

e use the going concern basis of accounting unless they either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

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 responsible for
such internal control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other irregularities.

==Yiae

Daniel H. Finch ' Condor House,
Director 10 St Paul’s Churchyard,
London, EC4M 8AL

20 Jung 2019
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Independent audztors report to the members of Moray Offshore
: Wzndfarm (East) Limited

Report OII the audit of the ﬁnanCial statements

Opinion
In.our opmlon Moray Offshore Windfarm (East) Limited’s fmancnal statements

Y give a true and fair view of the state of the company s affarrs as at 31 December 2018 and of its loss
and cash ﬂows for the ‘'year then ended; .

e .have been properly prepared in accordance with Internatlonal Financial Reportln‘y Standards (IFRSs)
as adopted by the European Union; and

* have been prepared in accordance with the requirements of the Compames Act 2006

. We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual
“Report”), which comprise: the Balance Sheet as at 31 December 2018; the Income Statement, the Statement of
Comprehensive Income, the Cash Flow Statement and ttie Statement of Changes in Equrty for the year then ended;

. and the notes to the financial statements which mclude a description of the significant accounting policies.

Basrs for opmlon

We conducted our audit in accordance with Internatronal Standards on Audrtrno (UK) (“ISAs (UK)”) and appllcable.
‘law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufﬁcrent and
appropnate to provrde a basis for our opinion. :

. Independence :

We remained mdependent of the company in accordance with the ethlcal requrrements that are relevant to our audit
-of the financial statements in the UK, which includes the FRC’s Ethical Standard and we have fulfilled our other

. ethlcal responsrbllrtles in accordance with these requirements. : '

Conclusnons relatmg to going concern
ISAs (UK) requrre us to report to you when: _ -

o the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropnate or

o the d1rectors have not disclosed in the ﬁnancral statements any 1dent|ﬁed materlal 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 ﬁnancral statements are
authorised for issue. - :

‘We have nothmg to report in respect of the above matters.

“However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the

_company’s ability to continue as a going concern. For example, the terms on which the United Kingdom may withdraw
from the. European Umon are not clear, and it is difficult to evaluate all of the potential implications on the company s
trade customers supplrers and the wider economy. :

Reporting on other information’ ‘

*. The other information comprises all of the information in the Annudl Report other than the financial statements and
_our auditors’ report thereon The directors are responsible for the other information. Our opinion on the: financial
. statements does not cover the other mformatlon and, accordingly, we do not express an audit opinion or, except to the
extent otherwise explicitly stated in- this report, any form of assurance thereon.
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, _Independent audztors report to the members of Moray Offshore
Wmdfarm (East) letted ( com‘mued )

In co"nne(':tion 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 an apparent material

‘inconsistency or material misstatement, we are required to perform procedures to conclude whether there is a material
misstatement of 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 lnformatlon we are reqwred to report

that' fact. We have nothmg to report based on these responsrbllltres

- Wlth respect to the Dlrectors Report we also consrdered whether the disclosures requrred by the UK Compames Act.
2006 have been included. . . 4

Based on the responsibilities described above and our. work undertaken in the course of the audlt ISAs (UK) requrre
us.also to report certain opinions and matters as described below

)

Dzrectors ’ Report : :

In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors’ Report
for the year ended 31 December 2018 is consistent with the financial statements and has been prepared in accordance
w1th apphcable legal requirements. -

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

Respo’ns’ibilitiés for the ﬁnancial statements and the audit

A Responsrbtltttes of tke dtrectors JSor the financial statements - : .
As explained more fully in the Statement of Directors’ Responsrbrhtles in respect of the Drrectors Report and the
Financial Statements set out on page 4, the directors are responsible for the. preparation of the financial statements in

. accordance with the.applicable framework and for being satisfied that they give a true and fair view. The directors.are o

. also responsible.for such internal control as they determine is necessary to enable the preparatron of ﬁnancral
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
accountingunless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternanve but to do so. : .

. Auditors’ responsrbzlmes for the audit of the financial statements

Our objectlves 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 auditors’ 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 decrsrons of.users taken on the basis of these financial statements.

- A further descrlptlon of our responsrbllmes for the audit of the financial statements is located on the FRC S websrte
at: www frc.org. uk/auditorsresponsibilities. This description forms part of our audltors report.

' Use of thzs report : : ~
' Thrs report, including the opmrons has been prepared for and only for the company’s members asa body in accordance )
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these oprmons

actept ‘or-assume responsrbrllty for any other purpose or to any other person to whom this report is shown or- into;” - A

: whose hands it may come save where expressly agreed by our prior consent in writing. . -

’
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| Independent audztors report to the members of Moray Offshore
- thdfarm (East) Lzmtted ( contznued )

Other reqmred reportmg

Companies Act 2006 exception reporting ‘
‘Under the Com’panie‘s Act 2006 we are_téquired to report to you if, in our opinion:

e - ‘we have not received all the information and explanations we require for our audit; or

e adequate’ accountmc records have not been kept by the company, or feturns adequate for our audlt have o
not been received from branches not v151ted by us; or’ :

-e  certain disclosures of dlrectors remuneration specnﬁed by law are not made; or .
e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

: _Entltlement to, exemptlons

Under the Comipanies Act 2006 we are requtred to report to you if, in our opinion, the dtrectors were not entitled to:
prepare financial statements in accordance with the small companies regime; take advantage of the small companies
- exemption in preparing the Directors’ Report; and take advantage of the small companies exemptton from preparmo .
a strategic report We have no excepttons to report arlsmv from this responsibility..

Michael Timar (Senior Statutory Auditor)

. for and on behalf.of PricewaterhouseCoopeis LLP -
Chartered Accountants and Statutory Audltors

Edinburgh o :

20 June 2019
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Income Statement
Sor year ended 31 December 2018

Note 2018 2017

' £000 £000

Restated
Administrative expenses 3 (769) (353)
Other operating expenses 2 - 61)
Operating Loss 3 (769) (414)
Finance income 5 45 -
Finance costs . 5 (442) (210)
Finance costs-net (397) (210)
Loss before income tax (1,166) (624)
Income tax expense 6 (719) -
Loss for the year (1,885) (624)
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Statement of Comprehensive Income
For year ended 31 December 2018

Note 2018 2017
£000 £000
Loss for the year (1,885) (624)
Other comprehensive income
Items that may be subsequently reclassified to profit or loss:
Loss on effective portion of cashflow hedges, net of tax (66,637) -
Other comprehensive expense relating to the year, net of tax . (66,637) -

Total comprehensive expense for the period (68,522) (624)
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Balance Sheet

As at 31 December 2018
Note 2018 2017
£000 £000
Non-current assets
Property, Plant and equipment 7 446,086 88,836
Deferred tax assets 6 16,923 -
Derivative financial instruments 15 19,264 -
482,273 88,836
Current assets
Trade and other receivables 8 3,705 1,266
Cash and cash equivalents 9 55,947 813
59,652 2,079
Total assets 541,925 90,915
Current liabilities
Derivative financial instruments 15 2,778 -
Borrowings 10 - 73,424
Trade and other payables 11 79,199 9,427
81,977 82,851
Non-current liabilities
Provisions 13 5,372 5,272
Deferred Income 12 1,145 1,145
Borrowings 10 419,516 -
Derivative financial instruments 15 96,772 -
Deferred tax liabilities 6 4,018 -
526,823 6,417
Total liabilities . 608,800 89,268
Net assets (66,875) 1,647
Equity
Share capital 14 10,000 10,000
Retained earnings ' 14 (10,238) ) (8,353)
Hedge reserve 14 (66,637) -
Total equity
(66,875) 1,647

These financial statements have been prepared in accordance with the special provisions relating to smail companies
within section 15 of the Companies Act 2006.

These financial statements weye row board of directors on 20th of June 2019 and were signed on its behalf
by: ( 3;5— W .
Daniel H. Finch -

Director
Company registered number: 07101438



Statement of Changes in Equity
For year ended 31 December 2018

Balance at 1 January 2017

Loss for the year
Other comprehensive income/(expense) for the year

Transactions with owners, recorded directly in equity
Issue of shares

Total contributions by and distributions to owners

Balance at 31 December 2017

Balance at 1 January 2018

Loss for the year

Other comprehensive expense for the year

Balance at 31 December 2018

Moray Offshore Windfarm (East) Limited
Annual report and financial statements
31 December 2018

Share Retained Hedge Total
capital earnings reserve equity
£000 £000 £000 £000
8,820 (7,729) - 1,091
- (624) - (624)
1,180 - - 1,180
1,180 - - 1,180
10,000 (8,353) - 1,647
Share Retained Hedge Total -
capital earnings reserve equity
£000 £000 £000 £000
10,000 (8,353) - 1,647
- (1,885) - (1,885)
- - (66,637) (66,637)
10,000 (10,238) (66,637) (66,875)

11
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Cash Flow Statement
Jfor year ended 31 December 2018

Note 2018 2017
£000 £000

Cash flows from operating activities
Loss for the year (1,166) (624)

Adjustments for: :

Depreciation 2,522 2,522

Movement in provisions 100 98

Net financial expense 297 -

Fair value adjustment to derivatives 25 : -

1,778 1,996

Decrease/(Increase) in trade and other receivables 9 (16,784) 1,575

Increase in trade and other payables 11 84,117 3,777

67,333 5,353
Net cash flow from operating activities 69,111 7,348
Cash flows from investing activities :

Investment in tangible fixed assets (359,772) (20,710)
Net cash from investing activities (359,772) (20,710)
Cash flows from financing activities

Proceeds from the issue of share capital - 1,181

Net financial expense (297) -

Proceeds from borrowings ) 419,516 17,108

Repayment of borrowings (73,424) (4,331)
Net cash from financing activities 345,795 13,958

Net increase/(decrease) in cash and cash equivalents 55,134 595

Cash and cash equivalents at 1 January 813 218
Cash and cash equivalents at 31 December 2018 10 55,947 813

12
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Notes to the financial statements

1 Accounting policies
Moray Offshore Windfarm (East) Limited (the “Company”) is a company incorporated and domiciled in the UK.

The registered number is 07101438 and the registered address is Condor House, 10 St Paul’s Churchyard, London,
EC4M 8AL effective from 28 February 2019, previously 14/18 City Road, Cardiff, CF24 3DL.

The company financial statements have been prepared and approved by the directors in accordance with the
Companies Act 2006 as applicable to companies using International Financial Reporting Standards as adopted by the
EU (“Adopted IFRSs™).

All operations of the company are considered to take place in one operating segment.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented
in these financial statéments.

The company has adopted the following IFRSs for the first time in these financial statements:

IFRS 9 Financial Instruments - Effective from 1 January 2018. The accounting policies of the Company have been
updated to reflect compliance with this new standard.

IFRS 15 Revenue from Contracts with Customers - Effective from 1 January 2018. The Directors have made an
assessment of this and confirm that there is currently no impact on the Financial Statements as the company is at the
beginning of its construction phase and therefore has no revenues to report.

1.2 Measurement convention

The financial statements are prepared on the historical cost basis, except for derivative financial instruments which
are measured at fair value

13 Going concern :
The Company is dependent upon shareholder funding. The shareholders have indicated through support letters that
they will continue to provide such funds as are necessary to enable Moray Offshore Windfarm (East) Limited to
continue to trade and to meet its liabilities as they fall due and that the shareholders will not seek repayment of the
amounts currently made available.

Based upon the undertaking of financial support outlined above, and after making appropriate enquiries, the
directors have a reasonable expectation that the company has-adequate resources to continue in operational existence
for the foreseeable future. Accordingly, the directors continue to adopt the going concern basis in preparing the
company’s annual financial statements.

14 Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined. Foreign exchange differences arising on translation are recognised in the profit and loss account.
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Notes (continued)

1 Accounting policies (continued)
L5 Classification of financial instruments issued by the Company

Following the adoption of IAS 32, financial instruments issued by the Company are treated as equity only to the extent
that they meet the following two conditions:

(a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the company; and

b) where the instrument will or may be settled in the company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity instruments
or is a derivative that will be settled by the.company’s exchanging a fixed amount of cash or other financial
assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

L6 Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other receivables,
cash and cash equivalents, loans and borrowings, and trade and other payables.

Trade and other receivables

Trade and other receivables are recognised initially at fair value. Subsequent to initial recognition they are measured
at amortised cost using the effective interest method, less any impairment losses.

Trade and other payables

Trade and other payables are recognised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost using the effective interest method.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents for the purpose only of the cash flow statement.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less
any impairment losses.

14
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Notes (continued)

1 Accounting policies (continued)

1.7 Property, plant and equipment
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items of
tangible fixed assets.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part of an item of tangible fixed assets. Land is not depreciated. The estimated useful lives are as follows:

e  Windfarm assets (under construction) 25 years
e Plant and equipment 5 years
Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.

Plant & equipment refers to the Offshore Meteorological Mast. As a consequence of an incident in 2014, the estimated
useful life has been reduced from 30 years to 5 years. The asset has been formally commissioned and has been fully
operational since October 2016. In line with company policy, depreciation for the Offshore Meteorological Mast is
subsequently capitalised to the Windfarm asset.

Assets under construction includes capitalised elements of our hedging positions when the construction activities
against which the hedge was designated are carried out.

1.8 Cost Contribution from The Crown Estate

Cost contribution from The Crown Estate in respect of capital expenditure is credited to the profit and loss account
over the period of the estimated useful life of the relevant fixed assets. The cost contributions shown within Deferred
Income in the balance sheet represent cost contributions received or receivable to date, less the amounts so far credited
to profits.

1.9 Intangible assets
Research and development
Expenditure on research activities is recognised in the profit and loss account as an expense as incurred.

Expenditure on development activities is capitalised if the product or process is technically and commercially feasible
and the Company intends and has the technical ability and sufficient resources to complete development, future
economic benefits are probable and if the Company can measure reliably the expenditure attributable to the intangible
asset during its development. Development activities involve a plan or design for the production of new or
substantially improved products or processes. The expenditure capitalised includes the cost of materials, direct labour
and an appropriate proportion of overheads and capitalised borrowing costs. Other development expenditure is
recognised in the profit and loss account as an expense as incurred. Capitalised development expenditure is stated at
cost less accumulated amortisation and less accumulated impairment losses.

1.10 Impairment
Financial assets (including receivables)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on the estimated
future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. Interest on the impaired asset continues to be recognised through the unwinding of the discount. When
a subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed
through profit or loss.
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1 Accounting policies (continued)
Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than investment property, inventories and deferred
tax assets, are reviewed at each reporting date to determine whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is estimated. For goodwill, and intangible assets that have
indefinite useful lives or that are not yet available for use, the recoverable amount is estimated each year at the same
time.

1.11 Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefit will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects risks specific to the liability.

L12 Expenses
Financing income and expenses

Financing expenses comprise interest payable, finance charges on shares classified as liabilities and finance leases
recognised in profit or loss using the effective interest method, unwinding of the discount on provisions, and net
foreign exchange losses that are recognised in the income statement (see foreign currency accounting policy).
Borrowing costs that are directly attributable to the acquisition, construction or production of an asset that takes a
substantial time to be prepared for use, are capitalised as part of the cost of that asset. Financing income comprise
interest receivable on funds invested, dividend income, and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividend income is recognised in the income statement on the date the entity’s right to receive payments is established.
Foreign currency gains and losses are reported on a net basis.

1.13 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss except
to the extent that it relates to items recognised directly in equity, in which case it is recognised directly in equity.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. The following temporary differences are not provided
for: the initial recognition of goodwill; the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit other than in a business combination, and differences relating to investments in subsidiaries to the extent
that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively
enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the temporary difference can be utilised.

1.14 Derivatives

Hedge accounting

The Company expects that for all designated hedge relationships, changes in value of both the hedging instrument and
the hedged transaction will offset and systematically move in opposite directions given the critical terms of the hedging
instrument and the Hhdged transactions are closely aligned. The Company performs periodic qualitative prospective
effectiveness assessments to ensure that an economic relationship exists between the hedged item and the hedging
Instrument.
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The potential sources of hedge ineffectiveness are as follows:

1.

Credit risk - movements in the Company’s and hedging counterparty’s credit spread could result in
movements in fair value of the hedging instrument that would not be reflected in the movements in the value
of the hedged transactions.

Redesignated hedges — The Company s hedges were restructured prior to financial close to better match the
expected exposures at that date. These changes to the hedge instruments require redesignation under IFRS 9,
resulting in hedges that had a non-zero fair value at redesignation date. The redesignation of hedges with a
non-zero fair-value creates hedge ineffectiveness due to the unwind of the dlscountmg on the fair value of
the derivative instrument at the designation date.

The possibility of changes to the critical terms of the hedged transactions due such that they no longer match
those of the hedging instrument. The Company would reflect such mismatch when modelling the hedged
item for the purpose of measuring hedge ineffectiveness.

Each hedging instrument is designated in a 1:1 hedge ratio against an equivalent notional amount of hedged item.
Should an insufficient amount of hedged item be available the hedging instrument will be dedesignated or
proportionally designated as appropriate.

115

Adopted IFRS not yet applied :

IFRS 16 Leases- Effective from 1 January 2019. The Directors are currently evaluating the potential impact
for future reporting periods although the estimate is that the impact will be insignificant due to the low
exposure of the Company to leasing contracts.
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1 Accounting policies (continued)

1.16 Accounting estimates and judgements
Impairment of non-financial assets

The carrying amounts of the company’s non-financial assets, other than inventories and deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any such indication
exists, the asset’s recoverable amount is then estimated.

The recoverable amount of an asset is the greater of its value in use and it fair value less costs to sell.

An impairment loss is recognised if the carrying amount of an asset exceeds its estimated recoverable amount.
Impairment losses are recognised in the profit and loss.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in circumstances that caused
the impairment. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had
been recognised.

Capitalisation of Assets
Property, plant & equipment are stated at acquisition cost less accumulated depreciation and impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets
includes the cost of materials and direct labour, any other costs directly attributable to bringing the asset to a working
condition for its intended use, and the costs of dismantling and removing the items and restoring the site on which
they are located.

The cost of acquisition includes interest on external financing and personnel costs and other internal expenses directly
or indirectly related to work in progress accrued solely during the period of construction.

Hedge accounting and consideration of the fair value of derivative financial instruments

The Company uses derivative financial instruments to hedge certain economic exposures. The Company fair values
its derivative financial instruments and records the fair value of those instruments on the Statement of Financial
Position. No market prices are available for these instruments and consequently the fair values are determined by
calculating the present value of the estimated future cash flows based on observable forward curves. There is also a
judgment on whether an economic hedge relationship exists in order to achieve hedge accounting. Appropriate
documentation has been prepared detailing the economic relationship between the hedging instrument and the
underlying item being hedged.
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2 Other operating income and expenses

In 2017 the Management recharge relating to Corporate Services provided by EDP Renovavais SA was grossed up in the accounts
in both Income and Expense. An adjustment in 2018 has been made to the comparatives (2017) and current year to remove this.
There is no net impact in current or prior year to the financial statements.

2018 2017
£000 £000
Other Operating Income - -
Other Operating Expenses ) - 61
- 61
3 Expenses and Auditor’s remuneration:

Included in Loss are the following;
2018 2017
£000 £000
Audit of these financial statements 18 15

4 Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year, analysed by category,

was as follows: .
Number of employees

2018 2017

Administration 8 3

Technical 10 1

18 4

The aggregate payroll costs of these persons were as follows:

2018 2017
£000 £000
Wages and salaries 228 12
Social security costs 26 1
Pension costs- defined contribution 20 -
274 13
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4 Staff numbers and costs (continued)
Directors’ Remuneration

None of the directors received any emoluments from the Company during the year. All directors who served during
the year were employed by Group Companies of the Respective Shareholder Companies and were remunerated
through those companies. The directors did not provide any material qualifying services to the Company.

5 Finance income and expense
2018 2017
£000 £000
Finance income
Bank interest received 45 -
Total finance income 45 -
Finance expense
Unwind of discount on provisions . 100 98
Net foreign exchange loss 295 . 112
Hedging ineffectiveness 47 -
Borrowing costs and associated depreciation 4,331 893
Capitalised borrowing costs and associated depreciation (4,331) (893)
Total finance expense 442 210

Finance Income & Expense — Borrowing Costs are capitalised as part of the cost of the asset with a capitalisation rate
of 100% (2017: 100%).

6 Taxation

Recognised in the income statement

2018 2017
£000 £000
Corporation tax expense - -
Current tax expense - -
Deferred tax expense 719 -
Income Tax Expense reported in the Income Statement 719 -
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6 Taxation (continued)

This note provides an analysis of the group’s income tax expense, and shows what amounts are recognised directly in
equity and how the tax expense is affected by non-assessable and non-deductible items. It also explains significant
estimates made in relation to the group’s position.

Reconciliation of effective tax rate

2018 2017

£000 £000
Loss for the year (1,166) (624)
Total tax expense - -
Loss excluding taxation (1,166) (624)
Tax using the UK corporation tax rate of 19.00% (2017: 19.25 %) (221) (120)
Non-deductible expenses 19 32
Losses foregone 47 -
Capitalised amounts brought into account 2,137 -
Tax rate changes (85) -
Deferred tax movements (1,178) 88
Income Tax Expense reported in the Income Statement 719 ‘ -

In 2017 a deferred tax asset amounting to £1,806,268 was not recognised due to uncertainty regarding the
recoverability of the asset at the balance sheet date. In the prior year, the deferred tax asset not recognised comprised
tax losses carried forward of £293,233 and other temporary differences of £1,513,135. However, in 2018 all deferred
tax positions have been recognised as there if more certainty over the future of the project.

Reductions in the UK corporation tax rate from 20% to 19% (effective 1 April 2017) and to 18% (effective 1 April
2020) were substantively enacted on 26 October 2015, and an additional reduction to 17% (effective 1 April 2020)
was substantively enacted on 6 September 2016. This will reduce the Company’s future current tax charge

accordingly.

Deferred tax

2018 2017
£000 £000
Temporary differences on derivative assets 16,923 -
Temporary differences on derivative liabilities (3,275) -
Fixed asset and other timing differences . (743) -
Deferred tax 12,905 -
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7 Property, Plant & Equipment

Plant and Assets under

equipment construction Total
£000 £000 £000

Cost
Balance at 1 January 2018 18,357 79,379 97,736
Additions - 359,773 359,773
Balance at 31 December 2018 18,357 439,152 457,509
Depreciation and impairment
Balance at 1 January 2018 (8,901) - (8,901)
Depreciation charge for the year (2,522) - (2,522)
Balance at 31 December 2018 (11,423) - (11,423)
Net book value
At | January 2018 9,457 79,379 88,836
At 31 December 2018 6,934 439,152 446,086

The amount of borrowing costs capitalised during the period was £4,331,488 (2017: £893,262) with a capitalisation
rate of 100% (100%).

Impairment loss

Plant and equipment values reported above relate solely to the Offshore Meteorological Mast (Offshore Met Mast).
The purpose of the Offshore Met Mast is to host instrumentation used to measure and gather information regarding
both wind speed and power. This information is then used to perform calculations to determine the most efficient
location of the wind turbines within the wind farm.

In September 2014, the installation process for the Offshore Met Mast commenced, however during October of that
year the Offshore Met Mast was struck by a nearby vessel which caused significant damage to the base and the main
mast structure. This led to the requirement to recognise an impairment of £3,917,215 in the profit and loss statement
in 2014. A further impairment of £1,831,448 was recognised in 2015 in line with revised useful life estimations. The
asset is now operational and has been since October 2016.
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8 Trade and other receivables
2018 2017
£000 £000
Other trade receivables 1,136 1,081
Prepayments 2,569 185
3,705 1,266
9 Cash and cash equivalents
2018 2017
£000 £000

Cash and cash equivalents 55,947 813

10 Other interest-bearing loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing loans and borrowings,
which are measured at amortised cost. For more information about the Company’s exposure to interest rate and foreign
currency risk, see note 15.

2018 2017
£000 £000

Current liabilities
Interest bearing Loans - 73,424
Amounts owed to group undertakings - -

- 73,424

Non-current liabilities

Interest bearing Loans 352,062 -
Transmission Term Facility 67,454 -
419,516 -

23



Moray Offshore Windfarm (East) Limited
Annual report and financial statements
31 December 2018

Notes (continued)

10 Other interest-bearing loans and borrowings (continued)

Payables: falling due less than one year Year of Maturity : 2018 2017

£000 £000
Moray Offshore Renewable Power 2018 ° - 56,316
Delphis Holdings Ltd ) 2018 - 17,108

Payables: falling due more than one year

Transmission Term Facility 2038 67,454 -

Borrowing from the Company’s parent sourced
from its shareholders as below: -

Shareholder loans

Moray Offshore Renewable Power Ltd 2038 14,084 -

China Three Gorges (UK) Limited 2038 35,210 -
Equity Bridge loans

Moray Offshore Renewable Power Ltd 2022 102,796 -
Delphis Holdings Limited 2022 81,777 -
Diamond Green Limited 2023 117,208 -

Guarantee Fee Loans

Moray Offshore Renewable Power Ltd 2022 - 332 -

Delphis Holdings Limited 2022 259 -

Diamond Green Limited 2023 397 -

352,062 -

Total : . 419,516 -
Repayment terms:

Transmission Term Facility and Shareholder loan repayments will commence at Commercial Operation Date (COD)
and will be fully repaid by the maturity date.

Equity Bridge and Guarantee fee loan repayments will be repaid at COD or COD + 1 year depending on the year of
maturity.

The borrowings listed above are all considered to be at market interest rates, and the security on the loans is the
project’s going concern, if the borrower defaults on the loan repayments then the project’s future is at risk.
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11 Trade and other payables

2018
£000

Current
Trade payables due to related parties . 467
Other trade payables 78,677
Non-trade payables and accrued expenses 55
79,199

31 December 2018

9,427

Trade payables are unsecured and are usually paid within 30 or 45 days depending on the contractual arrangements.
The carrying amounts of trade and other payables are considered to be the same as their fair values, due to their short-

. term nature.

12 Non-Current Liabilities

2018
£000

Other payables — Deferred Income 1,145

1,145

2017
£000

1,145

1,145

Deferred income in relation to income received from Crown Estate in relation to the Zone Development agreement
and relates to contribution towards the costs of developing the Windfarm. This income will be released to the Income

Statement on as straight-line basis over the life of the Windfarm asset once operational.

13 Provisions

Decommissioning Provision

Balance at 1 January 2018
Unwinding of discounted amount

Balance at 31 December 2018

£000

5,272
100

5,372

A decommissioning provision was recognised at the end of 2014 in respect of the removal of the Offshore
Meteorological Mast and the obligation to restore the seabed at the end of the asset’s useful life, with an additional
provision recognised in 2015 in line with the revised useful life of 5 years. The asset became operational in October
2016 and so unwinding of the provision has commenced from this date. A corresponding decommissioning asset was

also recognised at this date.

25



Notes (continued)

14 Capital and reserves.

Share capital

Authorised and issued

1 January
Issued for cash

31 December

Allotted, called up and fully paid

Shares classified in shareholders’ funds

Ordinary shares have a par value of £1.

Moray Offshore Windfarm (East) Limited
Annual report and financial statements
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Ordinary shares

2018 2017
£000s ‘000s
10,000 8,820
- 1,180
10,000 10,000
2018 2017
£000 £000
10,000 8,819
10,000 8,819
10,000 8,819
10,000 8,819

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vote per share at meetings of the Company. No dividends have been proposed and declared in the year (2017: nil).

Retained earnings

Accumulated retained earnings at 1 January
Loss for the year

Total retained earnings at 31 December

Other reserves

Hedging reserve

Accumulated cash flow hedge loss at 1 January
Loss on effective portion of cashflow hedge for the year

Total cash flow hedge reserve at 31 December

2018
£000

8,353
1,885

10,238

2018
£000

66,637

66,637

2017
£000

7,729

8,353

2017
£000
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15 Derivatives and Financial instruments

15 (a)
(i) Risk management

Foreign exchange risk — The Company is a GBP functional currency entity which incurs a certain portion of its
construction costs in EUR and USD, exposing the Company to exchange rate fluctuations between GBP and EUR and
GBP and USD. The Company’s risk management strategy is to protect the Company against adverse fluctuations in
foreign exchange rates by using FX forward contracts to reduce its exposure to variability from foreign exchange
impacting cash flows arising from Company’s foreign currency denominated fixed asset construction cost cash flows to
the extent that it is practicable and cost effective to do so.

Interest rate risk — The Company is partially funded using long term floating rate GBP loans that expose the company to
potential variability in interest rates. The Company’s risk management strategy is to protect the Company against adverse
fluctuations in interest rates utilising pay fixed receive float interest rate swaps to reduce its exposure to variability in
cash flows on the Company’s forecasted floating-rate debt facility to the extent that it is practicable and cost effective to
do so.

Inflation risk — The Company future revenues from power generation will contractually indexed to UK CPI, exposing the
Company to variability in future forecast revenue from changes in UK CPI. The Company’s risk management strategy is
to protect the Company against adverse fluctuations in UK CPI rates by reducing its exposure to variability in cash flows
on the Company’s forecasted revenues using receive fixed pay float inflation swaps to hedge the contractually specified
CPI component of future forecasted revenues to the extent that it is practicable and cost effective to do so.

ii) Capital, liquidity and credit risk management

The Company funds its operations from operating cash flow, and shareholders’ loans. The objective is to achieve a capital
structure with an appropriate cost of capital whilst providing flexibility in immediate and medium-term funding to
accommodate any material investment requirements.

The Company's principal financial instruments comprise borrowings, cash and other items, such as trade receivables and
trade payables that arise directly from its operations. The main purpose of these financial instruments is to provide finance
for the Company's operations. It is, and has been throughout the period under review, the Company's policy that no
trading: in financial instruments is undertaken for speculative purposes. There has been no significant change to the
Company’s exposure to market risks during 2018. The principal risks arising are liquidity risk, with the secondary risk
being interest rate risk. The Board reviews and agrees policies for managing each of these risks. These policies have
remained unchanged since the beginning of 2018.

(iii) Hedge Accounting

The Company expects that for all designated hedge relationships, changes in value of both the Hedging Instrument and
the Hedged Transaction will offset and systematically move in opposite directions given the critical terms of the Hedging
Instrument and the Hedged Transactions are closely aligned. The company performs periodic qualitative prospective
effectiveness assessments to ensure that an economic relationship exists between the hedged item and the hedging
instrument. The potential sources of hedge ineffectiveness are as follows:

1. Credit risk - movements in the Company’s and hedging counterparty’s credit spread could result in movements
in fair value of the Hedging Instrument that would not be reflected in the movements in the value of the Hedged
Transactions. : :

2. Redesignated hedges — The Company’s hedges were restructured prior to financial close to better match the
expected exposures at that date. These changes to the hedge instruments require redesignation under IFRS 9,
resulting in hedges that had a non-zero fair value at redesignation date. The redesignation of hedges with a non-
zero fair value creates hedge ineffectiveness due to the unwind of the discounting on the fair value of the
derivative instrument at the designation date

3. The possibility of changes to the critical terms of the Hedged Transactions due such that they no longer match
those of the Hedging Instrument. The Company would reflect such mismatch when modelling the hedged item
for the purpose of measuring hedge ineffectiveness.
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15 Derivatives and Financial instruments (continued)

Each hedging instrument is designated in a 1:1 hedge ratio against an equivalent notional amount of hedged item. Should
an insufficient amount of hedged item be available the hedging instrument will be dedesignated or proportionally
designated as appropriate.

iv) Valuation approach

Fair value estimates of derivatives are based on relevant market information and information about the financial
instruments which are subjective in nature. The fair value of these financial instruments is estimated by discounting the
future cash flows to net present values using appropriate market rates prevailing at the reporting date.

The inputs for the valuation of FX forwards are spot rates, FX forward rates, and the interest rate curve of the relevant
currency. The inputs for the valuation of Interest rate swaps are forward curves for GBP Libor and SONIA. For the UK
CPI inflation swaps, a UK CPI forward curve is constructed by using zero-coupon RPI swap rates and adjusting for a
spread to CPI. Derivative valuations are adjusted to reflect the impact of both counterparty credit risk the Group’s non-
performance risk as required by IFRS 13.

v) Fair Value Heirarchy

The fair value of financial instruments that are not traded in an active market (for example OTC derivatives) is determined
using valuation techniques which maximise the use of observable market data and rely as little as possible on entity-
specific estimates. If all significant inputs required to value an instrument are observable, the instrument is included in
Level 2 of the fair value hierarchy. All of the Company’s financial instruments held at fair value fall into this
categorisation.

15 (b)
Cash flow hedges - fair values and notionals
Change in fair Notional amounts
Derivative Assets Derivative liabilities value in period (GBP)
£000 £000 £000 £000
FX Forwards 19,264 (1,734) 17,530 1,351,185
Interest rate swaps - (46,987) 46,987) 111,295
Inflation swaps - (50,829) (50,829) 26,568
19,264 (99,550) (80,286) 1,489,048

Included in the derivative liabilities above of £99,550k is £2,778k of current liabilities and £96,772k of non-current liabilities.
Note that the notionals disclosed for the interest rate and inflation swaps are based on the notionals used for the next payment
calculation. These notionals will accrete and then amortise over the life of the swaps.

Notional amounts:

31 DECEMBER: 2018 2019 2020 2021 2022 2027 2032
£000 £000 £000 £000 £000 £000 - £000
FX FOWARDS 1,351,185 950,250 472,061 4,150 - - -

INTEREST RATE SWAPS | 111,295 275,083 845,741 1,487,512 1,014,970 767,499 446,491

INFLATION SWAPS 26,568 26,568 26,568 26,568 26,568 34,645 34,645

TOTAL 1,489,048 1,251,901 1,344,370 1,518,230 1,041,538 802,144 481,136
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15 Derivatives and Financial instruments (continued)

15 (c)

Cash flow hedges - OCI reconciliation and P&L impacts

FX Forwards
Interest rate swaps
Inflation swaps

15 (d)

FX Forwards

Moray Offshore Windfarm (East) Limited
Annual report and financial statements

31 December 2018
Reclass to
_ Opening Amounts deferred assets under : Hedge
OCI in in OCI construction Closing OCI ineffectiveness
£000 £000 £000 £000 £000
- (10,587) (6,859) (17,446) 3)
- 46,937 (58) 46,879 50
- 50,829 - 50,820 -
- 87,179 (6,917) 80,262 47
Contractual maturity analysis - for derivative liabilities as at balance sheet date
0-1 Year 1-2 Years 2-5 Years More than S years
£000 £000 £000 £000
282,280 - - -
1,049 3,711 20,606 27,459

Interest rate swaps
Inflation swaps

15 (¢)

Average Strike of hedging instruments

FX Forwards (EUR)
FX Forwards (USD)
Interest rate swaps
Inflation swaps

15(H
Sensitivity Analysis

FX forwards

FX Forwards (EUR)
FX Forwards (USD)

Interest rate swaps

Interest rate swaps

Inflation swaps

Inflation swaps

0.91
1.33
1.68%
2.30%

10% weakening of GBP
£000

(114,346)
(15,129)

100 bps fall in rates
£000

(133,408)

v

100 bps fall in inflation
curve
£000

174,522

- 1,452 : 69,374

10% strengthening of GBP
£000

114,913
18,491

100 bps rise in rates
£000

115,786

100 bps rise in inflation curve
£000

(195,365)

Being as these hedging instruments are all designated in effective hedge relationships the impact of these changes would largely be to
equity. The sensitivity analysis performed is based upon the management’s view of reasonably possible outcomes.
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15 Derivatives and Financial instruments (continued)

15(g)

Fair values of financial instruments

Moray Offshore Windfarm (East) Limited
Annual report and financial statements
31 December 2018

The fair values of all financial assets and financial liabilities with their carrying amounts shown in the balance sheet are

as follows:

Financial assets at amortised cost
Cash and cash equivalents (note 9)
Other loans and receivables (note 8)

Derivative financial instruments
Used for hedging (note 15a)

Total financial assets

Liabilities at amortised cost
Other interest-bearing loans and borrowings
(note 10)
Trade and other payables (note 12)

Derivative financial instruments
Used for hedging

Total financial liabilities

Total financial instruments

16 Commitments

Significant capital expenditure contracted for at the end of the reporting period but not recognised as liabilities as follows:

Property, plant and equipment

Notes

15a

10
12

15a

2018
£000
Carrying
value

55,947
17,274

19,264
92.485

419,516

93,545

2017 2018 2017
£000 £000 £000
Carrying Fair Fair
value value value
813 55,947 813
1,266 17,274 1,266
- 19,264 -
2.079 92,485 2.079
73,424 372,529 73,424
9,427 93,545 9,427
- 99,550 -
82.851 612,611 82.851

(520,126)  (80.772) (520.126)  (80.772)

2018
£000
2,006,128

2017
£000

The capital commitments of £1.984 billion listed above are in relation to the EPCI contracts contracted and entered into
at Financial close and prior to year ended 31 December 2018, these are all in relation to the construction of the Windfarm.
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17 Related parties
Identity of related parties with which the Company has transacted

On 23 March 2018, an agreement was reached for the purchase of 20% of the company’s share capital by Diamond
Generating Europe Limited between the company and Moray Offshore Renewable Power Limited. On 19* July this
shareholding was included in the share for share and debt for debt exchange that took place between Moray Offshore
Renewable Power Limited (MORPL) and Moray Offshore Windfarm East Limited (MOWEL) therefore no balance
remained at year end in MOWEL. :

During the year, EDPR UK Limited recharged staff costs and management fees of £4,784,000 (2017: £4,091,000), of
which £4,784,000 was capitalised. At the period end, a total of £425,525 remains outstanding.

During the year Diamond Generating Europe Limited recharged staff costs of £524,068 (2017: nil) of which the full
amount was capitalised. At the period end, a total of £42,147 remains outstanding.

During the year International Power Limited recharged staff costs of £306,447 (2017:nil) of which the full amount was
capitalised. At the period end no amounts remained outstanding.

At the year-end there were accruals for staff recharges due to be received from International Power Limited of £261,000
and Diamond Generating Europe Limited of £23,000.

During the year, Moray Offshore Windfarm (Weét) Limited was recharged from the company for costs incurred of
£274,507 balance outstanding at the year-end was £41,345.
17 Ultimate parent company and parent company of larger group

The company is controlled by its shareholders. The current shareholder is Moray East Holdings Limited (100%). Moray
East Holdings Limited is controlled by several parties, none of which has overall control, as such there is no ultimate
controlling party. Moray Offshore Windfarm (East) Limited does not form part of a larger group.
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