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Our vision is to be a significant force in the

global transition to a fossil free society.

Our mission is to utilise wind and solar re-
sources in combination with the latest tech-
nology to create value for partners and soci-
ety as a whole. We use our industry exper-
tise, local knowledge and innovative
approach to deliver world-class projects.

Knud Erik Andersen, CEO




Letter from the CEO

Dear Reader,

2017 was a great year for European Energy. We
reached our financial target and we perceive the re-
sult as a confirmation that we have the right strat-
egy for the years to come. The Group’s revenue to-
talled EUR 186.7 million and the profit before tax
was EUR 25.8 million. The return on equity reached
27%.

The result allows us to progress even further in our
strategy to expand our scope from European com-
pany to global player. We are successfully exploring
new markets, thereby spreading our risk, and main-
taining a high level of activity. This strategy has
proved fruitful. With our expertise in solar PV and
wind power, and our competitive prices for renewa-
ble energy, it is our experience that European En-
ergy is a sought-after business partner.

We have successfully completed a sale in Brazil,
which has contributed significantly to European En-
ergy’s profit for the year. This proves that European
Energy can create value beyond our core markets in
Europe and we will therefore continue investing in
projects outside our traditional focus areas. We
have already decided to expand our activities to an-
other Latin American country — Mexico. Together
with local partners, European Energy intends to de-
velop 1 GW of wind and solar power in Latin Amer-
ica the coming years.

European Energy has already experienced the bene-
fit of having diverse geographical project distribu-
tion as well the expertise and knowledge in two
technologies. We believe that the advantage of mul-
tiple technologies and geographical locations will
become even more pronounced in the years to
come. This also why we have decided that the
theme for this annual report should be the globali-
sation we are undergoing right now.

Looking more broadly at the energy sector, all fore-
casts predict that the need for additional generation
capacity will continue for decades. Electricity gen-
erated without any CO2 emissions is already among
the most sought-after and will be a substantial part
of the future energy mix. We believe that we can
play a significant role in that transformation.

At the same time, we are working on bringing green
electricity into a more central position in the energy
market, especially in countries with a well-devel-
oped infrastructure, like our Danish home market.
This will further increase the demand for our end-
product: affordable electricity generated without
CO2 emissions. Therefore, we expect to play an im-
portant part in the increased use of electricity in
district heating, individual heating and transporta-
tion. Among the various ideas, plans and initiatives
are the efforts to bring our EE GigaStorage-solution
from paper to reality.

I would like to thank all our employees for the sig-
nificant results achieved in the past year. | would
also like to thank all our business partners for the

outstanding collaboration. Together with my dedi-
cated colleagues at European Energy, you have
made 2017 a fantastic year. Let us make 2018 even
better.

//7-

-
= e

Knud Erik Andersen
CEO



Key information

REVENUE

Revenue has grown by 33% compared to 2016. Over
90% of revenue comes from sales of Wind and Solar
farms.
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DIVESTMENT

17 projects were divested in 2017. The divestments
were spread across 5 countries. The divestments in-
cludes 10 wind farms and 7 solar farms.
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EBITDA
EBITDA has grown by almost EUR 10 million from
2016 to 2017 and has more than tripled from 2015 to

2017.
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UNDER CONSTRUCTION OR READY-TO-BUILD

The 501 MW are spread over 5 countries, of which
173 MW are attributed to Danish projects. Wind is
67% and Solar 33%.
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EQUITY

The increase in equity reflects the fact that profit for
the year is used to consolidate the company. The eq-
uity ratio has increased to 31.6% from 29.3% in 2016.
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HUMAN RESOURCES

The growth in numbers of employees reflects an in-
creased level of activity and the need to strengthen
the organisation to meet expected growth in the fu-
ture.
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2017 at a glance

2017 has been yet another great year for European
Energy. A number of important goals have been ac-
complished and a strong foundation for the future
has been established.

In 2017, we have:

— Achieved the best results in the company’s his-
tory so far

— Built plants in new countries and expanded our
activities geographically

— Divested more than 200 MW
— Increased our equity by 42%

— Refinanced the outstanding EUR 45 million
bond loan with a larger EUR 60 million bond
loan

— Strengthened our organisation by employing
more than 20 additional highly skilled people

— Completed our first sale in Latin America
— GigaStorage is progressing according to the plan

The increased activity level has boosted profitabil-
ity. The increased activity level comes from com-
pleted sales in countries such as Finland and Brazil,
where we have not previously divested.

2017 was influenced by the change in the subsidy
scheme in the Danish market, which will take effect
from 2018. This led to increased construction activi-
ties in the second half of 2017 with completion in
2018.

By the end of 2017, we had more than 500 MW un-
der construction or ready to build.

In 2017, we took further steps to:

— Become global in order to take part in the many
opportunities beyond our current core market

— Strengthen our position in the core market and
expanded our operations in the Nordic coun-
tries.

— Expand our partner channels to handle the
growing volume of projects

These initiatives have led to a strengthening of the
organisation as well as establishment of new coop-
eration with partners outside Europe. Actions have
been taken to meet the changing market conditions
and developments in the global market with in-
creased competition and falling margins.

The financial consolidation of the group and
strengthening of the organisation, along with a
strong pipeline of new projects, make European En-
ergy better prepared for the future than ever be-
fore.




Five-year summary and key ratios

Key figures (EUR '000) 2017 2016 2015 2014 2013
Revenue 186,716 140,788 73,559 31,343 16,667
Direct costs -148,550 -107,289 -57,533 -13,329 -8,631
Gross profit 44,998 32,456 18,008 18,487 8,820
EBITDA 34,174 24,929 10,759 13,074 2,766
Operating profit (EBIT) 32,451 23,319 9,264 11,492 1,115
Financial income and expense, net -6,662 -5,414 -2,904 -4,899 -3,046
Profit/loss before tax 25,789 17,905 6,360 6,593 -1,931
Tax -4,600 -2,260 -2,879 -468 -776
The Group's share of profit for the year 21,189 15,645 3,481 6,125 -2,707
Total assets 287,764 218,535 223,186 185,775 122,274
Equity 91,000 64,000 56,807 42,090 35,727
Cash flow from operating activities -14,476 7,306 -17,096 -25,139 -6,413
Net cash flow from investing activities 3,588 -138 -5,415 -3,956 8,238
Cash flow from financing activities 43,992 -8,022 20,004 42,405 -2,996
Total cash flow 33,104 -854 -2,507 13,310 -1,171

Financial ratios

Gross margin 24% 23% 24% 59% 53%
EBITDA margin 18% 18% 15% 42% 17%
EBIT margin 17% 17% 13% 37% 7%
Solvency ratio 32% 29% 25% 23% 29%
Net interest-bearing debt/EBITDA 3.0 4.0 9.9 7.3 23.3
Return on equity 27% 26% 7% 16% -7%
Gearing 174% 193% 216% 272% 195%

Share Ratios

Earnings per share (EPS), EUR 0.1 1.6 0.3 0.6 -0.3
Number of outstanding shares, 31 December, '000 300,000 10,000 10,000 10,000 10,000
Average number of full-time employees 74 64 53 46 41

The financial ratios have been computed in accordance with the latest Guidelines issued by the Danish Finance Society.



Outlook 2018

Looking back on expectations
for 2017

In the annual report for 2016, the management ex-
pected a turnover for the Group in the range of EUR
120-160 million and a profit before tax in the range
of EUR 12-17 million.

The outlook was raised in the Q12017 report and
again in the Q2 2017 report, ending with a target for
2017 of EUR 150-175 million and a profit before tax
for 2017 of EUR 23-26 million.

With actual revenue for 2017 of EUR 187 million, the
revenue exceeded expectations. This was primarily
due to higher revenue from the parent company
when acting as an EPC contractor in constructions
for associated companies. The management expects
this to continue going forward and has included
similar revenues in the outlook for 2018.

The actual profit before tax for 2017 was EUR 26
million, which was in the range expected in the Q2
2017 report and EUR 9 million higher than the origi-
nal expectation in the 2016 annual report. The rea-
son for the higher profit for 2017 compared to ex-
pectations in the 2016 annual report for the Group
is primarily the sale of the 81 MW Brazilian project:
Boa Hora.

Qutlook for 2018

Revenue for 2018 is expected to be in the region of
EUR 190-210 million. The profit before tax is ex-
pected to be in the region of EUR 26-28 million.
Management is looking forward to another year with
good results. However, the risk factors associated
with developing and constructing solar and wind
projects may cause delays. The overall performance
will also depend on factors such as environmental
impact assessments, building permits, sudden
changes in incentive schemes and the Group’s suc-
cess in renewable-energy auctions.

All forward-looking statements contained in this
document are expressly qualified by the cautionary
statements contained or referenced in this state-
ment. Undue reliance should not be placed on for-
ward-looking statements. Each forward-looking
statement is only correct as of the date of this doc-
ument. European Energy does not accept any obli-
gation to publicly update or revise any forward-
looking statement as a result of new information or
future events other than what is required by Danish
law. In light of these risks, results could differ ma-
terially from those stated, implied or inferred from
the forward-looking statements contained in this
document.
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The business model

Since 2004, European Energy has acquired consid-
erable know-how in all the stages of the wind and
solar power value chain. This expertise ranges from
identifying new sites and securing financing to man-
aging the actual construction process and ensuring
the reliable operation of assets.

European Energy has three main business areas:
— development, construction and divestment

— sale of electricity from operational assets

— asset management

Development, construction and
divestment

Generally, the process of creating a wind or solar
farm can be divided into the following stages:

1. Development and/or acquisition of the project

2. Construction of the project incl. project
financing

3. Complete or partial divestment incl. securing
bridge or long-term financing

STAGE 1: DEVELOPMENT AND PROJECT ACQUISITION
In the development phase, European Energy as-

sesses the wind or solar resource at a potential site.

This is an essential step in evaluating the financial

viability of the project. If a site holds potential, Eu-
ropean Energy secures the land rights, conducts en-
vironmental studies, obtains the requisite planning
and building permits, investigates grid connection
and prepares production estimates. When all the
essential rights and permits necessary to initiate
the construction phase have been acquired, the
project is considered ready to build. All permits,
rights and contracts necessary to construct and op-
erate a project are typically placed in a special pur-
pose vehicle (SPV), which facilitates project financ-
ing as well as the sales process.

The current development portfolio also includes the
repowering of existing wind farms. Repowering in-
volves replacing aging, small turbines with newer,
more efficient ones. European Energy’s develop-
ment portfolio comprises a mix of solar farms as
well as onshore and near-shore wind farms. In total,
it consists of 2.036 MW (2016: 2.045 MW) of poten-
tial projects in eight countries. The geographical di-
versity, varying stages of development and focus on
different technologies ensures a continuous cycle of
activity and broad range of investment opportuni-
ties. In line with the strategy, European Energy is in-
creasingly entering projects at a later stage of de-
velopment and completing them in cooperation with
the initial developer. Project screening, selection
and completion are based on in-house competen-
cies. The benefits of this approach include bigger
certainty of project realisation, shorter investment
cycles and significantly greater agility in entering
new markets.

Early stage potential projects

DE 11%

m Denmark
m Italy

® Lithuania

MX 12%

H Bosnia
m Sweden

u Brazil

H Mexico
H Finland
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STAGE 2: CONSTRUCTION

A final decision regarding the design of a park, its
technological specifications as well as the suppliers
and construction contractors, is made in the con-
struction phase. This is the area of European En-
ergy’s core competencies. The choice of technology
significantly impacts wind or solar farm efficiency,
bankability and demand from long-term investors.
During this phase, European Energy manages the
process from breaking the ground through to grid
connection.

Financing is an integral part of the pre-construction
and construction activities. European Energy has an
expanding network of actual and potential financing
partners. As its portfolio of successfully con-
structed and divested projects grows, so does trust
among the financing partners, which in turn facili-
tates the process of securing further project financ-

ing.

STAGE 3: DIVESTMENT OF WIND AND SOLAR FARMS
European Energy’s primary source of revenue and
profit comes from divesting wind and solar farms.
European Energy assesses each project individually
and, taking the risk and reward profile into account,
divests the project to long-term investors at the op-
timal time. In most cases, European Energy con-
cludes sales agreements during the construction
phase, generally on a fixed price, turnkey basis. This
reduces the construction risks and maintains Euro-
pean Energy’s ability to participate in new develop-
ment and construction activities.

To manage the complex process of developing and
constructing wind and solar farms, European Energy
has a strong legal department with detailed
knowledge of the regulatory framework and incen-
tive schemes in key markets, supplier contracts, fi-
nancing agreements as well as sales and purchase
agreements with long-term investors.

Production and sale
of electricity

As an independent power producer, European En-
ergy owns or co-owns 48 operational solar and
wind farms in five countries with a total capacity of
386 MW of which the Group’s share of the net ca-
pacity amounts to 135 MW. The Group’s share of the
renewable energy production from these operating
assets was 266 GWh in 2017.

The sale of electricity contributes to European En-
ergy’s revenue. However, as a substantial part of the
sale of electricity is located in joint venture compa-
nies, associated companies or other investments,
the main part of the sale of electricity is not recog-
nised under “Revenue” in the “Consolidated state-
ment of profit or loss and other comprehensive in-
come”. Instead, the main part is included under the
“Profit after tax from equity accounted investments,
operating companies”.

Asset management

Revenue from wind and solar farms depends not
only on the technology installed, weather conditions
and electricity prices but also on the ability to en-
sure reliable operation of the farms. Consequently,
European Energy has a dedicated asset manage-
ment team tasked with minimising downtime at op-
erating plants and dealing with incidents when they
occur, including solar and wind farms managed on
behalf of third parties. Asset management is inte-
gral to the core business of European Energy,
whose customers are often institutional investors
who prioritise choosing a business partner with the
ability to construct a plant, optimise production
output, and minimise operating costs on their be-
half.

The accumulated number of operating plants under
administration gives European Energy purchasing
power, considerable knowledge and market insight.
This adds significant value to the investors, and for
European Energy it leads to new project opportuni-
ties (i.e. repowering projects) and additional sales
potential. Furthermore, know-how from the opera-
tional phase is systematically integrated in the
planning phase regarding new projects. In this way,
the asset management business creates value for
European Energy through collected fees, improved
operational performance of the asset portfolio, and
better access to financial investors and new busi-
ness opportunities.
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[llustration of value chain

Develop

*Land lease and power
purchase agreements

* Environmental
assessment

» Secure building permit

* Ensure grid connection

* Production estimates by
independent wind and
solar assessors

» Evaluating repowering
oppportunities on
operational portfolio

* Pre-select turbines /
modules

» Establish cooperation
structure with financial
partner

* Legal, technical and
financial due diligence

* Completion of financial
contracts, including
securing bridge and long-
term financing

* Match investors with
different risk profiles
with the right projects

*Select optimal
technology and park
layouts

* Turbines / modules
selection

*Select EPC contracting
structure

« Construct renewable
energy plants

*Oversee every
construction phase from
groundworks to grid
connection

*B2B power sale to
utilities/private
companies via PPAs

* Divestment to third
parties, such as
institutional investors and
utilities

Operate

* Administration of own
and third party power
plant assets

* Protect returns for
investors and partners by
optimising production
output

*Repowering



Corporate structure

European Energy A/S is the parent company of the
Group and owns several subsidiaries, associates and

joint-venture companies, which in turn own addi-

tional subsidiaries, associates or joint-venture com-
panies.

The number of companies is relatively high because
many of European Energy’s wind and solar farms
are held by special purpose vehicles (SPV). The sole
purpose of an SPV is the acquisition, financing and
construction of particular wind and solar farms. The
SPV usually has an asset/liability structure and legal
status that makes its obligations secure even if the
parent company becomes insolvent. Financing is
obtained through the SPV, and, together with equity
provided by its owners, this is how the SPV obtains
funds to construct the assets. Since the SPV owns
the assets, which are provided as collateral for ex-
ternal financing, the risk for the parent company is
limited; however, European Energy may, in some
cases, provide guarantees for an SPV’s debt during
the construction phase. The SPVs take the form of
either a limited company or a tax-transparent com-

pany.

Another advantage of using an SPV is when provid-
ing debt to the SPV, the financing bank evaluates
the SPV’s assets and corresponding collateral, and
does not need to evaluate the parent company or
take into account any debt other than that of the
SPV. This reduces the funding cost. The SPV struc-
ture also has the benefit of facilitating the divest-
ment of wind and solar farms, since the projects
can be sold as single, separate legal entities.

lllustration of corporate structure

European Energy
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Financial performance of the Group

Revenue recognition of
developed and constructed
wind and solar farms

European Energy’s customer base is comprised of
institutional investors and utilities that invests in
stable cash flows generated by operational wind or
solar farms. If the investor buys a completed and
operational energy farm, the revenue is recognised
when the asset is built, put into operation and the
buyer has accepted takeover of the SPV.

It can take up to five years from the beginning of a
project for the income generated by its sale to be
recognised in the annual report.

Consequently, there will be a substantial difference
between European Energy’s value creation in the
project and the point in time when the revenue is
recognised as income.

In cases where a share of the transaction price is
conditional on the delivery of a certain amount of
electricity or on the cost of management not ex-
ceeding a given amount, the variable amount is only
included if it is highly likely that a substantial part
of the amount is not to be repaid subsequently. If
not, the income is not recognised until a later point
in time when all performance obligations have been
satisfied.

To the extent that the price of the transaction is
paid over a period of time, the present value is rec-
ognised with the discounted value of the future
cash flows.

Profit and loss

The Group delivered revenue at an all-time high of
EUR 186.7 million in 2017. The Group’s most im-
portant revenue source, the divestment of wind and
solar farms, increased from EUR 130.2 million in
2016 to EUR 175.0 million in 2017.

Revenue from electricity sales increased to EUR 10.1
million from EUR 8.9 million in 2016. This was
mainly due to electricity sold in wind and solar
farms in the period from the farms going into oper-
ation after construction until the farms were
handed over to a buyer.

The asset management and other fees were stable
in 2017, compared to 2016, at EUR 1.7 million for
both years. There is a tendency towards increased
asset management fees, and fewer non-recurring
other fees.

The asset management fee is only a small part of
the Group’s total revenue, but represents more
added value to the Group’s results since the care-
taking of assets for institutional investors often trig-
gers new business for the Group in form of repow-
ering opportunities in the existing energy parks. In
these cases European Energy can offer turnkey so-
lutions to the customers, and the Group ends up

with additional EPC revenue. This was also the case
in 2017 when the Group assisted the construction of
several wind parks for customers in the asset man-
agement portfolio.

The Group also participated in development and
construction through joint ventures (JVs) and asso-
ciated companies. In 2017, the net results from this
was EUR 0.6 million. The results are a net earning
related to profit from sale of energy parks of EUR
2.8 million, minus write-offs for non-successful
projects of EUR 2.2 million.

The operating JVs and associated companies con-
tributed with EUR 4.9 million compared to EUR 1.5
million in 2016. The increase is primarily due to the
sale of turbines in repowering projects and im-
proved wind conditions in both Germany and Den-
mark compared to the not so good wind year in
2016.

The Group’s other investments in shares includes
share holdings of less than 20% in energy parks.
These shares are evaluated to market value. One
Italian wind park has been adjusted to market price,
and due to the very good performance of the park,
an income of EUR 1.4 million has been recognised in
2017 as other income.

With directs costs of EUR 148.6 million in 2017, the

Group achieved a total gross profit of EUR 45.0 mil-
lion compared to EUR 32.5 million in 2016. The gross
margin increased from 23% to 24%. The margins are



very much dependant on the mix of fully consoli-
dated sales of energy parks and the profit from eq-
uity accounted investments.

The staff costs increased from EUR 4.9 million in
2016 to EUR 6.9 million in 2017. Staff costs as per-
centage of revenue are fairly stable though with an
increase from 3.5% to 3.7%. Approximately 25% of
the total staff costs are recognised in direct costs
as indirect product costs from the construction of
power plants. This ratio is constant from 2016 to
2017.

Total power producing assets owned by the Group
in 2017 were stable and the depreciation of EUR 1.7
million was only marginally higher than EUR 1.6 in
2016.

The interest income increased by EUR 0.6 million
from 2016 to 2017, but with EUR 1.0 million fewer
currency gains in 2017, the total financial income
decreased from EUR 3.6 million in 2016 to EUR 3.1
million in 2017.

The financial expenses increased from EUR 9.0 mil-
lion in 2016 to EUR 9.8 million in 2017. The increase
comes primarily from the EUR 0.9 million in costs
from the early redemption of the EUR 45 million
bond loan (2% fee).

Tax in the Group was recognised to EUR 4.6 million
in 2017, with EUR 3.3 million in paid tax. For 2016,
the numbers were EUR 2.3 million in tax and EUR 1.5

million in paid tax. The Group has paid tax in Brazil,
Spain, Germany and Denmark.

Profit after tax amounted to EUR 21.2 million in
2017, compared to EUR 15.6 in 2016.

The non-controlling interests (minority sharehold-
ers) part of the profit was EUR 3.6 million in 2017
and EUR 0.5 million in 2016. The majority of the
profit allocated to minority shareholders was re-
lated to the sale of 3 solar projects in Brazil — pro-
jects realised in cooperation with the Danish Cli-
mate Investment Fund.

The balance sheet

The Group’s aim is for all constructions or acquisi-
tions undertaken to be for the purpose of sale. The
vast majority of development, constructions and ac-
quisitions are therefore presented in inventories.
The value of plants on the balance sheet in Prop-
erty, Plant & Equipment, PPE, only increases when
investments are made with no immediate expecta-
tion of a future sale of the project, or when a com-
pleted site is not sold for strategic reasons. Ac-
quired land which is not sold as a wind or solar
farm, but which is kept for strategic reasons, will
also increase the PPE.

PPE decreased from EUR 51.3 million in 2016 to EUR
50.3 million in 2017. The investment in PPE mainly
covers solar farms in Spain. There have been no
material additions of strategic assets to the PPE in
2017.

Equity-accounted investments (joint ventures and
associates) totalled EUR 22.5 million; up from EUR
18.2 million in 2016. The increase is mainly attributa-
ble to the fact that the equity-accounted compa-
nies realised a total net income of EUR 5.4 million
for 2017.

Other investments for the Group are share-holdings
with less than 20% ownership. These investments
are recognised to market value. In 2017, share-hold-
ings in a wind park in Italy have been re-evaluated
and due to very good results, the market value has
been adjusted upwards by EUR 1.4 million.

Loans to related parties decreased by EUR 3.1 mil-
lion to a total of EUR 17.9 million. The decrease
comes from related parties settling debt for EUR 1.5
million and from the write-offs of loans to associ-
ated companies for the unsuccessful development
of solar or wind farms.

According to IFRS 15, receivables from customers,
which are regulated by a contract, and for which
the exact size of the receivables depends upon fu-
ture events, are recognised as contract assets.
Earn-outs fall in this category.

Trade receivables and contract assets (current and
non-current) in total decreased by EUR 2.4 million
to EUR 14.7 million in 2017 from a total of EUR 17.1
million in 2016. The Group sells turnkey assets, and
the recognition of revenue is typically done together
with the financial close of the energy farms. This
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minimises the trade receivables and contract as-
sets.

Inventories increased to EUR 101.8 million from EUR
72.2 million in 2016. The Group is engaging in more
fully owned projects and expects the inventory to
increase along with the increased number of energy
farms under construction. This was also the reason
for the increase in inventory from 2016 to 2017 to
EUR 98.5 million. The main part of the inventory at
the end of 2017 was energy farms under construc-
tion.

European Energy focuses on evaluating the likeli-
hood of a project’s success and reviews projects on
an ongoing basis with the aim of making impair-
ments, if needed. A special focus is placed on pro-
jects in the early development stages (before con-
struction). The net value of inventory under devel-
opment decreased from EUR 5.4 million in 2016 to
EUR 3.3 in 2017. The decrease was due to scrapped
project write-offs.

Net deferred taxes in the balance sheet fell from a
net asset of EUR 1.3 million in 2016 to EUR 0.6 mil-
lion in 2017. The decrease was partly caused by the
use of tax losses in countries where European En-

ergy had profitable activities during the year.

Other receivables (current and non-current in total)
increased in 2017 from EUR 14.1 million to EUR 24.1
million. The increase is related to loans to non-con-
trolling interests mainly regarding the development
of solar farms in Brazil, and to an addition of VAT

receivables from the ongoing constructions of en-
ergy farms.

On the liability side, the share capital was increased
during the year from EUR 1.3 million to EUR 40.3
million. The capital increase was made by issuing
bonus shares from free reserves in retained earn-
ings to share capital.

The non-controlling interests increased from EUR
6.3 million in 2016 to EUR 15.7 million in 2017. The
increase comes mainly from capital increases made
in companies with ongoing constructions of EUR 6.2
million, and from the non-controlling interest’s part
of the comprehensive income for the year of EUR
3.6 million. The rest is due to dividend paid to mi-
nority shareholders.

The bond loan has during 2017 been increased from
EUR 45 million to EUR 60 million, which is recog-
nised at the end of 2017 as net of debt issue costs
of EUR 58.9 million vs EUR 44.7 million in 2016.

Project financing (short and long term) has, as a re-
sult of the increased inventory level, also increased
from EUR 71.2 million in 2016 to EUR 91.7 million in
2017. The Group is cooperating with several financial
institutions for project financing, depending on the
geographic area of the construction site, the size of
the project and the co-investors.

Trade payables increased from EUR 11.5 million in
2016 to EUR 16.1 million at the end of 2017. The in-
crease relates primarily to the construction of 3 so-
lar parks in Brazil.

Payables to related parties increased from EUR 0.8
million in 2016 to EUR 4.8 million in 2017. The in-
crease of EUR 4.0 million is a loan from a German
associated company. Part of the loan represents
prepayment of a project management fee to the
Group. The fee is related to the ongoing construc-
tion of a wind farm.

Total non-current and current other payables were
constant in 2017 compared to 2016 at EUR 12.6 mil-
lion in both years.

Cash flow statement

The cash flow from operations in 2017 was EUR-14.5
million. The negative cash flow was due to changes
in working capital of EUR 32.6 million of which the
increased investment in inventory counts for EUR
39.6 million. The operating cash flow in 2016 was
EUR 7.3 million. In comparison, the net investment
in the inventory part of the cash flow in 2016 was
positive at EUR 3.5 million.

The net total of investment in equity accounted
companies and loans to these, incurred a cash flow
of EUR 4.3 million in 2017 compared to EUR 4.6 mil-



lion in 2016. With investment in PPE of EUR 0.8 mil-
lion, the net cash flow in 2017 from investing activi-
ties was positive at EUR 3.6 million.

The proceeds from the issue and repayment of
bonds of net EUR 13.8 million, together with the net
proceeds/repayment from project financing of EUR
20.4 million, added to the loan from associated
companies of EUR 4.0 million and capital in-
creases/dividends paid from/to non-controlling in-
terests of EUR 5.7 million, gave a total cash flow
from financing activities of EUR 44.0 million in 2017.

This resulted in a positive net cash flow for 2017 of
EUR 33.1 million.

Capital management

The parent company of the Group, European Energy
A/S, is financed primarily through the bond market.
European Energy’s policy is to maintain a strong
capital base that enables it to attract investors and
other creditors. European Energy A/S cannot pay
out dividends until the EUR 60 million bonds are re-
paid in March 2021.

The EUR 60 million bond has a number of covenants
related to the Group’s equity, total assets and total
cash flow and cash equivalents. In some of our
subsidiaries we have covenants related to Debt Ser-
vice Cover Rate (DSCR). No default exists.

In addition, a subsidiary to European Energy A/S is-
sued a separate bond of EUR 7.6 million in 2008,

which will mature on 7 May 2018. The proceeds of
the bond were used for the construction of two
wind farms in Germany in 2007. Two co-investors
will pay their share of the loan, EUR 5.9 million and
European Energy will pay the remainder, EUR 1.7
million.

The Group constantly monitors liquidity in order to
mitigate any shortage of funds. The Group aims to
maintain a balance between funding continuity and
flexibility using revolving credit facilities, bank loans
and bond issues. The Group currently funds con-
struction costs partly through bank loans, which are
replaced by non-recourse project financing when
the project goes into operation. The EUR 60 million
bonds are used to finance some construction pro-
jects as well as investments in projects not yet at
the construction phase. The EUR 60 million bonds
funds a major portion of the Group’s activities, and
thus represents a concentration of risk.

Given that market conditions for refinancing the
bonds are considered positive, management fore-
sees several possibilities for replacing or repaying
the bonds, and assesses the risk that the bonds
cannot be refinanced in 2021 as low.

Management views the operating wind and solar
farms as low risk, their having non-recourse loans.
The overdrafts used to finance the construction
projects are also low risk for the Group, as the pro-
jects are on track and highly likely to be divested at
least at cost value.

At the end of 2017, the Group’s cash balance was
EUR 48.2 million, of which EUR 42.1 million was free
cash (in 2016 the cash balance was EUR 15.1 million
with EUR 10.2 million in free cash). Management and
the Board of Directors evaluate that the Group has
sufficient available cash.

Uncertainty with regard to
recognition and measurement

REVENUE RECOGNITION

Some sales contracts regarding power plants com-
prise a fixed and a variable consideration. The latter
normally relates to an earn-out or production guar-
antee linked to an actual future production.

The uncertainty about measurement relates essen-
tially to this variable consideration and allocation of
revenue between different performance obligations.
This measurement requires management judgement
applying assumptions and estimates.

INVENTORY/PROJECTS VALUATION

Evaluating inventory, especially projects still under
development, involves a risk relating to the likeli-
hood of a project’s success. Management continu-
ously evaluates all projects on the basis of their
financial viability and feasibility. In 2017, this led to
a EUR 3.9 million impairment of inventory (write-off
or write-down), as explained in the disclosure

note 2.4. In 2016, the impairment was EUR 2.4 mil-
lion.
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“We have already successfully financed a project in Italy with
European Energy and are currently in process with projects in
Denmark and Italy. We have come to appreciate the company as a
partner in the renewable energy business. European Energy
delivers high quality in their markets and I am sure we can build
on the partnership as the green energy transition builds in the

years to come.”

- Marco Wedemeier
Senior Director,
Norddeutsche Landesbank



Financial performance of the parent company

Profit and loss

The revenue of the Group’s parent company, Euro-
pean Energy A/S, totalled EUR 110.8 million in 2017
(EUR 81.9 million in 2016). Profit after tax for equity-
accounted investments totalled EUR 10.5 million, up
from EUR 6.5 million in 2016. The gross profit in
2017 increased to EUR 28.6 million, up from EUR
28.1in 2016.

The staff costs of the parent company closely re-
semble those of the Group, as 95% of the staff is
employed by the parent company. Staff costs to-
talled EUR 6.6 million versus EUR 4.8 million in
20176.

Net financial expenses totalled EUR 1.3 million com-
pared to EUR 2.8 million in 2016. The decrease is re-
lated to increased interest income related to an in-
crease in the intercompany interest rate charged for
loans to Group companies.

Profit before tax totalled EUR 18.0 million up from
EUR 16.7 million in 2016.

The taxes for the year totalled EUR 0.5 million, a
decrease from EUR 1.6 in 2016. In 2017, the profit in
the parent company was to a greater extent gener-
ated from equity-accounted investments (EUR 4.1
million more than in 2016). This explains the EUR 1.1
million less in taxes in the parent company, since
the profit is taxed within the equity-accounted in-
vestments.

The balance sheet

All operating activities, sale of electricity and own-
ership of power generating assets are structured in
operating companies, i.e. subsidiaries, JVs, associ-
ated companies or other investments of the parent
company. Therefore, equipment is the only property,
plant and equipment of the parent company. The
PPE for the parent company is only EUR 0.1 million.

Investment in subsidiaries increased to EUR 42.4
million (EUR 27.1 million in 2016). The increase is
attributable to acquisition of new companies with
ready-to-build projects and the result for 2017 in
existing companies (EUR 7.9 million).

Joint venture investments increased from EUR 5.4
million in 2016 to EUR 8.2 million in 2017 due to the
results of the year minus the part which has been
paid out as dividends. Investments in associated
companies decreased from EUR 5.0 million in 2016
to EUR 4.7 million in 2017. Also for these companies,
the result for the year after tax was positive in to-
tal, but dividends paid out to the parent company
exceeded the result.

Loans to subsidiaries was EUR 47.8 million in 2016
and increased to EUR 57.9 million in 2017. The in-
crease relates to financing of ongoing constructions
in subsidiaries. Loans to related parties dropped
from EUR 17.1 million in 2016 to EUR 14.2 million in
2017, partly due to repayment of debt from the re-
lated parties and partly due to impairment of debt.

Trade receivables and contract assets decreased to
EUR 8.6 million from EUR 8.8 million in 2016.

On the liabilities side the share capital was in-
creased during the year from EUR 1.3 million to 40.3
million. The capital increase was made by issuing
bonus shares from free reserves in retained earn-
ings to share capital.

The bond loan has been increased from EUR 45 mil-
lion to EUR 60 million during 2017, which is recog-
nised end of 2017 as net of debt issue costs to EUR
58.9 million vs EUR 44.7 million in 2016.

The trade payables decreased to EUR 1.2 million
from EUR 5.7 million in 2016 mainly due to settle-
ment of accrued construction costs related to one
Danish wind farm in 2017.

Payables to subsidiaries decreased slightly from
EUR 10.1 million in 2016 to 9.4 million in 2017.

Although the equity ratio has increased to 50% from
46% in 2016, the parent company has made no divi-
dend proposal to its shareholders. Due to the cove-
nants of the EUR 60 million bonds listed on the
NASDAQ stock exchange in Copenhagen, European
Energy A/S cannot pay out dividends until the bond
is repaid.
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Development and construction

2017 was also a busy year at European Energy with
regard to development and construction activities.
European Energy constructed and grid-connected
wind and solar farms with an investment value of
EUR 291 million. In total, European Energy has de-
veloped, constructed and acquired approximately
950 MW valued at more than EUR 1,318 million since
the company’s foundation in 2004. European En-
ergy’s dedicated employees have developed the ma-
jority of these projects from the green-field stage.
The construction of several other projects is well
underway, and with an increasing development
portfolio, construction activities are set to expand in
the years to come.

Construction activities in 2017

By the end of 2017, European Energy had construc-
tion activities covering five countries: Denmark,
Sweden, Germany, Italy and Brazil. Projects with a
capacity of 146 MW at 12 different sites had been
constructed during the year. In total, the capacity
connected to the grid in 2017 delivers more than
450,000 MWh per year of renewable energy. This is
enough to power more than 100,000 Danish house-
holds.

Projects with a capacity of 230 MW were under con-
struction at the end of 2017, and are expected to
become grid-connected in 2018.

WIND FARMS

In 2017, European Energy finished the construction
and grid-connected of 12 wind farms. One major
wind farm, Kappel, with a capacity of 256 MW was
constructed and grid-connected in Denmark. In Fin-
land, three wind parks with a total capacity of 17
MW, consisting of 5 Vestas V126 3.45 MW turbines,
was grid-connected and divested. These wind farms

are the first constructed by European Energy in Fin-
land, but European Energy has a pipeline of more
than 100 MW that may be built in the years to come.
In Germany, European Energy continued its con-
struction activities and connected the Lidersdorf,
Werneuchen, Westendahl, Gilmerdingen,
Schochodde, Vormark and Uppum wind farms with
a total capacity of 84 MW to the grid.

Developed, constructed & acquired power generating assets 2004-17*
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Wind farms grid connected at
end-2017

Country Site MV*
Denmark Kappel 25.0
Finland Haukineva 7.0
Finland Jeppo 7.0
Finland Vihredsaari 3.0
Germany Gilmerdingen 12.0
Germany Ludersdorf 7.0
Germany Schochodde 3.5
Germany Uppum 7.0
Germany Vormark | 28.0
Germany Vormark Il 20.0
Germany Werneuchen 3.0
Germany Westendahl 3.5
Italy Oppido 20.0
Total 146.0

* Including 3rd party equity interests

At the end of 2017, European Energy has 86 MW un-
der construction in Denmark. The construction ac-
tivities are divided into 3 sites, Ngjsomheds Odde,
Holmen Il and Svindbaek. All turbines under con-
struction in Denmark were constructed in due time
in 2018 to secure the tariff.

In Sweden, European Energy began the construction
of one wind farm at the Vastanby site with a capac-

ity of 10 MW. All these projects are expected to be-
come operational during the second half of 2018.
Other interesting opportunities will unfold in the
Swedish market during 2018 and 2019.

In Germany, several wind farms were grid-con-
nected and divested in 2017. As a result, only one
wind farm was under construction by the end of
2017. However, European Energy expects to develop
new wind farms in Germany in the years to come,
based on the strong project pipeline and secured

tariffs from participation in auctions during the year.

In the first auction in 2018, European Energy was
able to secure a tariff for the project Viertkamp
consisting of 4 turbines.

In Italy, the Oppido wind farm became operational a
few days into 2017. The wind farm has been opera-
tional throughout the year. The wind farm is di-
vested to an international investor. Due to a subse-
quent condition, the farm will not be financially ac-
counted for before 2018. Another project in Italy,
Bosco le Paine, with a total capacity of 39 MW was
acquired in the second half of 2017. This project is
under construction and is expected to be in opera-
tion during the second half of 2018. In general, the
Italian market currently presents interesting oppor-
tunities, which are being carefully monitored and
could lead to additional engagements in the market.

Allin all, European Energy had construction activi-
ties with regard to wind farms with a total capacity
of 147 MW at the end of 2017.

Wind farms under
construction at end-2017

Country Site MV*
Denmark Holmen I 21.6
Denmark Ngjsomheds Odde 32.4
Denmark Svindbaek 32.0
Germany Lohkamp 1241
Italy Bosco le Piane 39.0
Sweden Vastanby 10.0
Total 147.1

* Including 3rd party equity interests

SOLAR FARMS

The Danish Government decided, in 2016, to cap the
distribution of subsidies for new solar farms. Before
the solar programme was closed down, European
Energy managed to secure feed-in tariffs for 3 solar
farms with a total capacity of 22 MW. All sites were
under construction at year-end but are now grid-
connected and in operation.

European Energy has activities in emerging markets
through its joint venture, Nordic Power Partners,
with the Danish Climate Investment Fund (DCIF).
The Investment Fund for Developing Countries (IFU)
manages the DCIF. The underlying logic of the part-
nership is that Nordic Power Partners benefits from
the project development experience of European
Energy and from the access to local knowledge in
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Case study - Coremas, Brazil

European Energy entered the Brazilian market
following an in depth analysis of the country’s
renewable energy industry, highlighting a viable
long-term option for developing and
constructing onshore wind and solar PV projects.

The entry into the Brazil was done through
Nordic Power Partners, a joint venture between
European Energy and the Danish Climate
Investment Fund.

Having identified the market, strong local
development partners were identified to assist
in screening and selecting the most suited
projects. Leading ultimately to the inception of
the 90 MW Coremas Solar PV cluster with Rio Alto
Energia.

Together with our partner, we have now
successfully developed, financed and
constructed the projects to a stage where they
will be operational throughout the course of
2018, marking another successful milestone in
the evolution of European Energy.



the developing countries as well as additional fi-
nancing from IFU/DCIF.

European Energy has ongoing construction on two
of three 30 MW solar farms in Paraiba, a state in
north-eastern Brazil, and the last solar farm is
ready to build. The projects have been developed
together with a local partner and have secured a
20-year power purchase agreement with the Brazil-
ian government.

Solar farms under construction
at end-2017

Country Site MV*
Brazil Coremas | 31.0
Brazil Coremas Il 31.0
Denmark Pelsdyrparken 7.0
Denmark Stubbekgbing 3.5
Denmark @ster Toreby 10.0
Total 82.5

* Including 3rd party equity interests

Ready-to-build projects and
development activities

European Energy is on the constant lookout for new
development projects. The aim is to maintain a
broad range of future investment opportunities by
growing a geographically and technologically diverse

portfolio. By the end of 2017, European Energy has a
project portfolio of 2,001 MW divided into 9 coun-
tries and a portfolio of ready-to-build projects of
271 MW in several European countries and Brazil.

READY-TO-BUILD PROJECTS

Among the projects ready to build are solar farms
with a capacity of 50 MW in Denmark. European En-
ergy will construct the solar farms in the first half
of 2018.

A pipeline of nearly 90 MW in Sweden is ready to
build and is expected to be constructed during 2019
and 2020.

Brazil has become an increasingly interesting mar-
ket for European Energy. European Energy has one
30 MW solar farm in Paraiba that is ready to build.
Furthermore, in the 4th quarter of 2017, the Group
successfully participated and won a power pur-
chase agreement for wind projects in Brazil with a
capacity of 82 MW. This establishes the Group’s first
wind project in Brazil and continues the Group’s ac-
tivities in Brazil. European Energy will participate in
further auctions in Brazil in 2018 in order to expand
its activities further in the area.

Ready-to-build at end-2017

Country Site Technology MV*
Brazil Coremas llI Solar PV 31.0
Brazil Ouro Branco 1 Wind 30.0
Brazil Ouro Branco 2 Wind 30.0
Brazil Quatro Ventos Wind 22.0
Denmark Bodelyngsvejen Solar PV 10.0
Denmark Hagesholm Solar PV 10.0
Denmark Hundetudevej Solar PV 10.0
Denmark Langelinje Solar PV 10.0
Denmark Slettegérden Solar PV 10.0
Germany Lidersdorf I Wind 3.5
Sweden Fimmerstad Wind 22.5
Sweden Grevekulla Wind 27.0
Sweden Kingebol Wind 27.0
Sweden Zinkgruven Wind 12.0
Total 271.0

* Including 3rd party equity interests

DEVELOPMENT ACTIVITIES

At end-2017, European Energy’s main markets for
development projects are Denmark, Finland, Ger-
many, Sweden and Brazil. The project portfolio
comprises both solar power as well as onshore and
near-shore wind farms. European Energy expects
the same high level of activity in 2018, with con-
struction of development portfolio projects already
in progress and new projects in the pipeline.



European Energy is likely to enter new market op-
portunities such as Mexico, Australia or other focus
areas. European Energy is constantly looking for
projects and is ready to take on new projects even
when they are not part of the existing development
portfolio.

Near- and offshore wind

European Energy expects to develop its near-shore
portfolio under the Danish government's “Open
Door” procedure, initiated in 2012. The two sites of
Omg South and Jammerland Bay, with a combined
capacity of up to 560 MW, are in the process of ob-
taining Environment Impact Assessment approval.
European Energy has also applied to develop the
near-shore site Mejl Flak, situated off the coast of
Aarhus, Denmark’s second largest city.

As part of the strategy to expand the near-shore

wind activities, European Energy has, after the fi-
nancial year, acquired the near-shore site Sprogg,
which consists of seven turbines.



Sproge wi‘r’lzzl park, photo credit: Sund&Bzelt




“In the past couple of years, we have financed several of
European Energy’s projects across Europe and 2017 was

no exception. European Energy’s team possesses great

knowledge about and experience within the renewable

energy sector, which makes European Energy an attrac-

tive and reliable partner for us. We are especially proud to
have supported European Energy’s successful entry on

the Finnish market through the financing of three wind

parks in Finland in 2017. European Energy offers an im-

portant path into green investments for us, and it is our

ambition to build on the relationship in the future.”

- Matthias Munninger

Senior Vice President,
HSH Nordbank A/G




Sale of electricity

At end-2017, the European Energy Group and asso-
ciated companies owned wind and solar power gen-
erating assets with a net capacity of 135 MW, deliv-
ering renewable energy to consumers in Germany,
Denmark, Italy, Bulgaria and Spain. The total elec-
tricity production amounted to 266 GWh in 2017,
enough energy to power more than 60,000 house-
holds.

Sale of electricity*
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The sale of electricity grew by 16.1% to EUR 28.2
million in 2017. This growth is mainly due to the ac-
quisition and construction of new capacity. The pro-
duction from solar PV decreased in 2017 compared
to the same period the year before. This is primarily

due to the divestment of the UK Solar PV facilities
during 2017. The wind production increased signifi-
cantly compared to 2016 due to additions to the
portfolio but fell short of expectations since the
wind conditions in Germany and Denmark were less
than average.

European Energy often co-owns assets with part-
ners ranging from utilities to private Danish inves-
tors. The portfolio primarily consists of assets con-
structed by European Energy as well as older oper-
ational parks acquired with the aim of repowering.
The repowering process involves replacing aging,
small turbines with newer, more efficient ones.
Power prices were generally low in 2017 but were,
however, significantly higher than 2016. Due to long-
term power purchase agreements and long-term
subsidies, low power prices will have a limited ef-
fect on the profit from the sale of electricity. To the
extent possible and where economically feasible,
European Energy sells the electricity produced by
way of power purchase agreements. At the same
time, most German wind turbines, representing 77%
of European Energy’s power generating assets, re-
ceive a predetermined feed-in tariff for 20 years af-
ter commissioning.

Distribution on countries (MWh)

DK 5.3% g5 399
IT 9.5%
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Power generating assets

Equity interests in wind*

Country Name Gross MV Equity interests Net MW Country Name Gross MV Equity interests Net MW
Bulgaria Krupen 12.0 49.0% 5.9 Germany Wernikow 10.8 50.0% 5.4
Bulgaria Straldja 2.4 12.5% 0.3 Germany Westerberg 18.0 49.5% 8.9
Denmark Made 1 16.0 47.0% 7.5 Germany Wittstedt 10.5 14.1% 1.5
Denmark Rgdby Fjord 3.5 54.4% 1.9 Germany Wittstock-Papenbruch 5.4 2.6 50.0% 1.3
Denmark Sollested 3.0 7.4% 0.2 Germany Wittstock-Papenbruch 5.5 2.6 10.0% 0.3
Germany 3 Standorte (Grosstreben) 3.9 49.5% 1.9 Germany Wriezener Hohe 26.0 15.0% 3.9
Germany 3 Standorte (Letschin) 1.8 49.5% 0.9 Germany Wulfshagen 11.0 49.5% 5.4
Germany Atlandsberg 14.0 15.0% 2.1 Italy Carpinaccio 13.6 27.0% 3.7
Germany Bad Iburg 6.1 25.0% 1.5 Italy Oppido 20.0 50.0% 10.0
Germany Eichow 1.7 2.0 50.0% 1.0 Italy Riparbella 20.0 11.1% 2.2
Germany Emskirchen 6.0 31.9% 1.9 Total Wind 37241 126.0
Germany Gommern | 18.0 6.2% 11 * Including 3rd party equity interests

Germany Gommern |l 4.0 6.2% 0.2

Germany Gustow 0.6 100.0% 0.6

Germany Kranenburg 9.0 49.5% 45 Equity interests in solar PV*

Germany Losheim 7.5 31.9% 2.4

Germany Léderburg 4.0 20.0% 0.8 Country Name Gross MV Equity interests Net MW
Germany Mildenberg 8.0 15.0% 1.2 Germany Mando 29 0.9 76.0% 0.7
Germany Ottenhausen 16.0 34.2% 5.5 Italy Soleto 1.0 50.0% 0.5
Germany Prignitz 45 31.9% 1.4 Spain Beniarbeig 2.0 16.6% 0.3
Germany Prittitz 27.0 49.5% 13.4 Spain Campllong/St. Dalmai 1.1 79.7% 0.8
Germany Salingen 1.5 49.5% 0.7 Spain Ibiza 0.2 79.7% 0.1
Germany Scheddebrock 7.5 49.5% 3.7 Spain La Pobla 0.2 79.7% 0.2
Germany Schicksdorf 6 2.0 50.0% 1.0 Spain L'Olleria 1.5 79.7% 1.2
Germany Timpberg 10 2.0 50.0% 1.0 Spain L'Olleria Il 1.2 45.0% 0.5
Germany Timpberg 9 2.0 50.0% 1.0 Spain Monovar 2.0 79.7% 1.6
Germany TIS (Ilhorn) 10.0 49.5% 5.0 Spain Ocafia 1.2 79.7% 0.9
Germany TIS (Séhlingen) 8.0 49.5% 4.0 Spain Villanueva de la Jara 2.4 79.7% 1.9
Germany TIS (Tewel) 10.0 49.5% 5.0 Total Solar PV 13.6 8.8
Germany Unseburg 14.0 20.0% 2.8

Germany Vormark Il (4 of 6) (WEA 1) 6.9 16.0% 1.1

Germany Vormark Il (4 of 6) (WEA 2) 6.9 31.9% 2.2 Total Wind and Solar PV 385.7 134.8

* Including 3rd party equity interests
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Asset management

Revenue from wind and solar farms is contingent
upon factors beyond the technology installed,
weather conditions and electricity prices. Since re-
newables are long-term investments, their overall
return also greatly depends on reliable asset opera-
tion and maintenance. To this end, European En-
ergy’s asset management team dedicates its re-
sources to optimising the operation of wind and so-
lar farms. The asset management department offers
investors a full spectrum of asset management ser-
vices. Investors can therefore make passive invest-
ments without worrying about the operation and
maintenance of the wind or solar farm concerned.

2017 results

In 2017, European Energy managed a portfolio of
power-generating assets totalling 336 wind turbines
and 23 solar farms. The power generating assets
under management produced 1.3 GWh in 2017,
which is enough energy to power more than
300,000 Danish households. The capacity of power
generating assets under management amounts to
764 MW, of which 135 MW is owned by European
Energy. The revenue generated from asset manage-
ment amounted to EUR 1.5 million in 2017.

How European Energy carries
out asset management

European Energy’s approach to asset management
is to monitor and analyse asset performance with a

view to implementing the optimal strategies regard-
ing production, cost structure, refinancing and re-
powering. European Energy also ensures legal, tech-
nical and safety compliance and consistent report-
ing to stakeholders such as investors and financing
banks. Services range from ensuring access to tur-
bines requiring maintenance, through conducting
operation and management tasks, to bookkeeping
and negotiating with insurance companies and
power traders.

European Energy aims to identify risks early and
thus to reduce the impact on hardware as well as
on the performance and production of the assets.
This is achieved through a combination of remote
monitoring and site visits.



Case study - New market entries

In 2015, European Energy entered the Finnish
energy market. During 2015, European Energy
financed and started the construction of three
wind projects with a total capacity of 17.25 MW.
The wind parks were fully operational in Q2 2017
and were eligible for the Finnish feed-in tariff as
of Q4 2017.

The European Energy Group closed the sales
agreement in Q4 2017. European Energy agreed
on the sales agreement at the end of 2016 when
the project was still in the construction phase.
The buyer was a Luxemburg-based investment
fund managed by re:cap, an asset manager for
renewable energy investments based in
Switzerland.

This case shows that European Energy is
capable of entering a new market, securing
finance and effectively constructing projects
that are attractive to international investors.



Divestment

The year was characterised by a high activity level
on our core markets but we have also succeeded in
developing and selling the first projects in Finland
and Brazil.

The wind and solar farms divested by European En-
ergy in 2017 had a cumulative enterprise value of
approximately EUR 270 million, including third party
equity interests, and had a total capacity of 212 MW.
Divestments were concluded in wind farms in Den-
mark, Finland and Germany as well as six solar
farms in UK. The projects represented a total ca-
pacity of 131 MW and they produce enough energy
to supply more than 50,000 Danish households.
Additionally, the joint venture Nordic Power Partner
sold its project rights in an 81 MW solar farm in Bra-
zil.

Divestments in Finland and Brazil show European
Energy's ability to expand its activities into new
markets and complete successful sales. These
transactions are part of European Energy's goal of
developing several projects in the Nordic markets
and to become a more global company in the years
to come.

At the end of 2017, European Energy had 230 MW of
wind and solar farms under construction, of which
sales agreements have been signed for 16 MW. The
portfolio of ready-to-build projects has a capacity
of 271 MW and includes both wind and solar farms.
As such, 230 MW of projects under construction and
271 MW of projects ready to build, which total 501

MW collectively, constitute European Energy’s sales
pipeline in the short to medium term.

As in 2016, long-term project financing agreements
were secured in 2017. For each project, European
Energy considers whether external project financing
is relevant and project financing is used if it con-
tributes positively to the profit of a project. When
obtaining project financing, the finance is secured
prior to the transfer of wind and solar farms to in-
stitutional investors. All long-term project financing
is on a non-recourse basis. European Energy coop-
erates with many local and international banks in
order to choose the optimal loan package for each
project.

Wind farms divested in 2017

Site Country Mw*
Kappel Denmark 25.0
Sollested Denmark 3.0
Haukineva Finland 6.9
Jeppo Finland 6.9
Vihreésaari Finland 3.5
Vormark | Germany 27.6
Luadersdorf | Germany 6.6
Gilmerdingen Germany 12.0
Werneuchen Germany 3.0
Wesendahl Germany 3.5
Schochodde Germany 3.5
Total 101.5

*Including 3rd party equity interests

Solar farms divested in 2017

Site Country MwW*
Boa Hora Brazil 81.0
Canewdon (Alcor) United Kingdom 5.0
Canewdon (Pobail) (CIC) United Kingdom 5.0
High Leas United Kingdom 5.0
Nissan (Woodhouse) United Kingdom 5.0
West End Farm CIC United Kingdom 5.0
West End Farm Commercial United Kingdom 5.0
Total 111.0

*Including 3rd party equity interests



Trends



Trends

Looking forward

We currently see three trends, which we believe will
shape the renewable energy market in the years to
come:

— Lower renewable power prices
— Rising power demand from private companies
— Technological leapfrogging

These trends will affect European Energy and chal-
lenge our current business practices but they will
also provide new opportunities.

In many markets, we experience decreasing subsi-
dies or even the absence of subsidies for renewable
energy projects. Consequently, there is a pressure
on everybody in the industry to lower the cost lev-
els. The cost reductions have been assisted by
technological development and increased competi-
tion. In the years to come, further cost reductions
will most likely also drive a consolidation of suppli-
ers in the industry, as size and global reach will be
even more important in order to achieve further
cost reductions.

We have also experienced an increasing demand for
renewable energy from private companies world-
wide. In 2017, European Energy sold 5%-10% of the
power produced through power purchase agree-
ments (PPA) with private companies, and we expect
that this number will increase substantially in the
years to come.

The market for PPAs is currently an immature one,
and there is not a fixed standard for the market.
However, we are experiencing an increased demand
from companies to ensure that they have access to
competitive renewable power.

Across technologies we are also seeing an increased
pace on innovation and the ability to get new or im-
proved products to market. This is especially no-
ticeable within wind turbines and bifacial solar
cells.

At the same time, we are also experiencing a trend
in the industry to go from being product suppliers
to system suppliers, where technologies are inte-
grated in order to deliver a higher output.

This means that our ability to harvest natural re-
sources is increasing dramatically compared to a
few years ago, which again makes the repowering
market even more profitable.

With an agile approach and a proven business
model, European Energy is well-positioned to bene-
fit from the current global trends. At the same time,
developers in the renewable industry will benefit
from having a diverse portfolio, both geographically
and technologically.

European Energy is also developing our GigaStorage
solution - again integrating several technologies -
in order to benefit from the current trends and
market development.



POLITICAL TRENDS

In the short to medium term, the reduced subsidy
levels will negatively influence the development of
renewable energy projects, but in the long term, po-
litical support is expected

v

v

Increased political awareness around the
world (also non-OECD markets)

EU legislation stating that no further in-
vestments in coal will be made from 2020
COP21 articulates ambitious RES targets
Conventional energy countries, such as
Saudi Arabia holds solar PV auctions
Decreasing EU import tax on PV panels
Governments are phasing out/reducing RES
subsidy schemes due to grid parity

Prices of CO2 quotas have been low

SOCIAL TRENDS
Population growth will increase the demand for

electricity

v" Climate change has increased public
awareness of RES

v" Global electricity consumption is assumed
to increase significantly (one third by 2035)

v' Populations, notably in Europe, are critical
towards nuclear power production

v" Pension savers are preoccupied with so-
cially responsible management of savings

v" China is forced to stimulate renewable in-

vestments (due to high pollution)

ECONOMIC TRENDS

New investor types increase liquidity and improve
financing opportunities, which increase RES invest-
ment activity

v

v

Investors seek yield as general interest
rates remain low

Increasing institutional investments in Eu-
ropean renewable energy projects

New RES investors include Shell, Total,
Statoil, Exxon, BP as well as Warren Buffet
Institutional investors are increasingly fo-
cused on developing products appropriate
for renewables, which it is assumed will
ease project financing in the future

There are currently low electricity prices -
but they are expected to increase

TECHNOLOGICAL TRENDS
Decreasing hardware prices make RES increasingly
attractive as sources of electricity

v

Some RES have reached grid parity — oth-
ers are expected to reach it within the next
3-5 years (compared to fossil fuels)

RES have a low market penetration, which
allows growth in coming years. This growth
will continue to allow significant invest-
ments into the sector and fund technology
improvements

Phasing out conventional (old) power
plants increases demand for new sources
of electricity

Decreasing unit costs for solar power
Increased efficiency for wind power



Risk
management



Risk management

As a developer and asset manager of renewable en-
ergy projects, European Energy faces a number of
risks, which are a natural part of its business and
value creation.

European Energy’s risk management is intended to
continuously identify, assess and manage the busi-
ness and financial risks in order to minimise their
level and number.

While these risks can take on different forms and
dimensions, they can broadly speaking be divided
into market risks, operational risks, financial risks
and political, regulatory and legal risks. The primary
risks and the associated risk management measures
are addressed below in line with these risk catego-
ries.

Market risks

The sale of electricity and the divestment of wind
and solar farms involve exposure to fluctuating
electricity prices in the market. In order to mitigate
this market risk, European Energy enters into long-
term power purchase agreements (PPAs) or secures
long-term feed-in tariffs for its projects. Further-
more, geographical diversification of both develop-
ment and operating projects ensures that the elec-
tricity market price risk is spread out across various
different electricity markets.

Another decisive uncertainty, as well as opportunity,
in European Energy’s market is the consistent and

fast-paced development of both solar and wind en-
ergy production technologies requiring constant ad-
aptation and responsive project development. In or-
der to limit its exposure to potential technological
changes which favour one technology over the
other, European Energy follows a dual development
strategy covering both wind and solar technology. In
addition, European Energy limits counterparty and
technology dependency risk by contracting with
varying technology suppliers across different pro-
jects.

Operational risks

European Energy develops green-field projects, ac-
quires pre-developed renewable energy projects,
which are at different stages of their development
cycle, and participates in repowering projects.

In order to be able to continuously realise new
profitable projects, European Energy relies on a
broad worldwide project development pipeline
which ensures cross-border market intelligence and
agility and responsiveness in the instance that mar-
ket conditions change in individual markets. Euro-
pean Energy limits its risk exposure to specific pro-
jects or countries by selectively entering into part-
nerships, ensuring that development risks are
appropriately shared between European Energy and
its partners, which, for example, can be the original
project developers.

Development costs usually constitute a minor part
of the total project costs, and European Energy is

typically able to discontinue a project if circum-
stances so warrant.

Once development projects enter into the construc-
tion phase, European Energy faces construction
risks such as potential delays due to unfavourable
weather conditions, cost overruns or supplier de-
pendencies. European Energy reduces these risks by
conservative construction planning, which makes
provisions for contingencies, and by conservative
construction budgeting, which incorporates an ap-
propriate reserve for unforeseen expenses. Further-
more, it builds on established and proven relation-
ships with only top-tier technology providers.

Financial risks

LIQUIDITY RISKS

As a developer of large-scale renewable energy pro-
jects, European Energy naturally relies on sufficient
and large amounts of liquid capital to finance con-
struction activities. In particular, when projects en-
ter into construction, they rely on timely construc-
tion financing with both equity capital, which is nor-
mally provided by the parent company, European
Energy, and debt capital, which is normally provided
by a bank through bridge financing facilities, which
are subsequently refinanced with long-term non-re-
course project loans once the project is operational.
If sufficient capital is unavailable, the development
and construction of some projects may be delayed
or jeopardized all together.



In order for European Energy to mitigate the under-
lying liquidity risks, it dedicates considerable efforts
in ongoing liquidity monitoring and forecasting of
the financing needs at both Group and project level.
In addition, particularly at the project level, Euro-
pean Energy reduces liquidity risks related to con-
struction activities by spreading and evening out
supplier payments over the whole construction cy-
cle and by early securing of construction financing
with renowned and trusted banks.

FOREIGN CURRENCY RISKS

European Energy’s activities abroad expose the
company to fluctuations in exchange rates. The ma-
jority of European Energy’s foreign exchange opera-
tions are linked to the Euro. European Energy does
not hedge this risk, since the Danish fixed exchange
rate policy is considered unlikely to change. Fur-
thermore, to mitigate foreign currency risk, espe-
cially at project level, European Energy may partially
finance projects in the local currency. European En-
ergy assesses the need for hedging purchase orders
from suppliers if the orders have substantial value
and are not in local currency. This is to ensure that
budgeted construction costs are not exceeded.
When projects are being divested, European Energy
assesses the need and possibility for hedging the
entire enterprise value of the project.

INTEREST RATE RISKS

At both the Group and individual project level, Euro-
pean Energy relies on interest-bearing debt financ-
ing which exposes it to interest rate risks. European

Energy counters these risks by balancing its portfo-
lio of fixed and variable rate loans and borrowings.
At project level in particular, it often avoids interest
rate risks all together by engaging in interest rate
hedges that cover the full maturity of the project-
related loans.

Political, regulatory and legal
risks

The successful development of renewable energy
projects is dependent on the political and regulatory
environment. While renewable energy has already
reached market price competitiveness with conven-
tional forms of energy production in favourable cli-
mate conditions, it still relies on state subsidies in
many regions and countries. In order to reduce Eu-
ropean Energy’s exposure to country-specific
changes in government policies and subsidy-related
regulation, it follows geographic and technological
diversification. In 2017, European Energy was active
in 13 different countries across the globe. Further-
more, in order to decrease its political risks in 