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SECTION A - EXECUTIVE SUMMARY

1. Mr. Geoffrey Carpenter and Mr. Peter Carpenter, the freeholders of Little Denmead Farm, ("the
Affected Party/AP") MAINTAIN their positions, and the bases of those positions, submitted at
Deadline 7. Please see the Affected Party's Statement on Funding, document reference number
[REP7-116].

2. Inessence, the AP submit that the Examining Authority (the "ExA") could not rationally recommend
to the Secretary of State ("So0S") (and he could not rationally so grant) that compulsory acquisition
powers should be granted in relation to the Affected Party's' land, nor could he consent to
authorisation under Section 122 of the PA 2008 of any draft CPO provisions in the current draft
DCO [REP7-014] of the Applicant for want of any funding.

3. As the Applicant has candidly now finally publicly stated in [REP7-075]:

"9.2 The Applicant has ... confirmed in response to agenda item 5.2 of CAH1 that the monies
secured to date from its current investors do not include the costs associated with compulsory

acquisition..."

4. “There is [no] reasonable prospect of requisite funds becoming available to cover land acquisition
costs” within the 5 year period when compulsory acquisition powers can be exercised as is required
by paragraph 9 of guidance issued by the Ministry of Housing, Communities, and Local Government
entitled 'Planning Act 2008 — Guidance related to procedures for the compulsory acquisition of land'
(September 2013) ("Planning Act CPO Guidance").

5. Unlike the examples previously cited by the AP (where conditional CPO provisions have been
included where there was actual evidence of requisite funds of the Applicant but they fell to be

verified by the Secretary of State), in this Application, it has only recently been made expressly

clear by the Applicant limited company that there is actual evidence of the complete absence of
requisite funds (see the 2019 Accounts attached to the Deadline 6 Funding Statement (document
reference [REP6-021])) and a shortfall is intended (irrationally) to be supplied (the phrase “is to be”
is used by the Deadline 6 Funding Statement ) by the hope that the market might supply project

financing. There remains, as vet, no project financing document before the ExXA or Secretary of

State, nor any objective evidence of the immediate availability of draw down funds that can

be enforced against by the Affected Party against the Applicant limited company nor any

binding and certain framework to ensure, on terms, requisite funds becoming available

(including for blight).
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10.

11.

12.

13.

14.

15.

Consequently, the ExXA and Secretary of State are not presently in a lawful position to be able to
rationally weigh the public interest against the private loss for want of present ensured requisite
funds. The same logic would apply to any other affected party within the Order Limits. If it were

otherwise, the Secretary of State would be authorising a speculative CPO.

The Affected Party maintains that all compulsory acquisition powers should be stripped out of

the proposed draft DCO because a speculative CPO would be outside of the scope of section
122 of the PA 2008, having regard to paragraphs 9-10 of the Planning Act CPO Guidance, and

because the very principle of compulsory land take rests on the availability of funds.

Put in another way, compulsory acquisition powers should not be granted based on a simple

promise by the Applicant that funds might become available at some unknown point in the future.

The Applicant's Deadline 6 Funding Statement (document reference [REP6-021]) confirms the
Affected Party's previous arguments in its 'Note on Funding' submitted at Deadline 6 (document
reference [REP6-138]) that this is a financially wholly speculative project. The Applicant's Deadline
6 Funding Statement also shows the Applicant has just over a £1m in the bank, which is nowhere
near enough to cover the Applicant's estimate that it needs nearly £5m to cover compulsory

acquisition costs.

In light of new evidence submitted by the Applicant at Deadline 7, the Affected Party maintains that
the Examining Authority (the "ExA™) cannot rationally recommend to the Secretary of State ("SoS")

that compulsory acquisition powers should be granted in relation to the Affected Party's' land.

In light of new evidence submitted by the Applicant at Deadline 7, the Affected Party also maintains
it would be irrational for the EXA to recommend, and irrational for the SoS to consent to, the

authorisation under Section 122 of the Planning Act 2008 of all the proposed compulsory acquisition

powers in the current draft DCO [REP7-014].

The Affected Party maintains that all the compulsory acquisition powers within the draft DCO need

to be removed.

The Applicant has no funds at all to cover land acquisition costs, nor that it has secured identifiable

funding for such costs that can be drawn down.

The Applicant has no funds at all to cover the costs of constructing the application project. Nor has

the Applicant secured identifiable funding for such costs that can be drawn down.

The Applicant will rely completely on unidentified future project finance to fund both land acquisition

costs and costs for the entire scheme's construction.
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16.

17.

18.

19.

20.

However, the Applicant will only be able to secure project finance if it secures an exemption under
EU Regulation 2019/943.

Ofgem and CRE announced on 28 January 2021 that the exemption the Applicant needs in order
to secure all finance for the project and for compulsory acquisition, is NOT available to the Applicant
because the UK is no longer a member of the European Union. This means that without the
exemption, the Applicant cannot secure any funding at all for compulsory acquisition or for the

scheme.

The Applicant's entire funding case hangs on its hopes and wishes, not on objective evidence of
funding that needs to be submitted during the Examination of the application. The Applicant hopes
it may be able to benefit from a new exemption regime created under the Trade and Cooperation
Agreement entered into between the UK and the EU on 24 December 2020 ("TCA"). However, the
new exemption regime under the TCA there is ambiguity and unknowns surrounding the full nature
of the regime the replacement regulatory framework included in the TCA. This is because the
exemption regime in the TCA is not complete, and is not intended to be complete, for some time.
Currently, it cannot be said that the regime set out in the TCA is an exact replication of that which
was laid out in the EU Regulation. There is therefore a lot of uncertainty over WHEN any new
exemption under the TCA could be granted and whether such new exemption will enable the

Applicant to attract the funding it needs.

This is therefore a wholly speculative project. The AQUIND Interconnector is currently an unviable

project without the EU Regulation exemption.

The Affected Party also attaches to this Statement expert evidence that proves the Applicant's land
acquisition costs estimates are grossly undervalued. This demonstrates that as its CPO
Compensation estimates are wrong, the Applicant cannot demonstrate there is a reasonable
prospect of the requisite funds becoming available, because the Applicant has not correctly

calculated what those requisite funds are.
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SECTION B — The relevant tests for authorising compulsory acquisition powers in a DCO

22.

23.

24,

25,

26.

27.

28.

29.

30.

We note the Applicant's inaccurate account of what the relevant tests are when considering funding
in the context of compulsory acquisition in its Responses to the Examining Authority's ("ExA")
Second Written Questions (please see the Applicant's responses to the funding questions CA2.3
in document reference [REP7-038]).

To assist the ExA, we set out the relevant tests below.

There is a presumption in favour of granting development consent orders ("DCO") in the Planning
Act 2008 ("PA 2008").

Importantly, the PA 2008 counters the presumption in favour of granting a DCO by also establishing

a presumption against taking land against a landowner's will unless certain conditions are met.

Section 122(1) of the PA 2008 does not allow development consent orders to contain powers of

compulsory acquisition if two conditions are not met:

a. Condition 1: the land is (a) required for the development to which the development
consent relates, or (b) is required to facilitate or is incidental to that development, or (c)
is replacement land which is to be given in exchange for the order land under section
131 or 132; and

b. Condition 2: there is a compelling case in the public interest for the land to be acquired

compulsorily.

The Planning Act CPO Guidance sets out what the Secretary of State ("So0S") must take into
account when deciding whether the conditions set out in section 122 of the PA 2008 have been

met.

Funding is one of the matters the Planning Act CPO Guidance requires the SoS to take into account
when deciding whether the conditions in section 122 PA 2008 are satisfied. A full copy of the

Planning Act CPO Guidance is attached at Appendix 6 to this Statement.

The common law also requires that funding must be examined and taken into account by a decision

maker in relation to authorising compulsory acquisition powers.

The Court of Appeal in Prest v Secretary of State for Wales [1983] 1 WLUK 416 quashed the

decision was quashed because no regard was given by the decision maker to the question of
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31.

32.

33.

34.

increased acquisition costs. In that case, when considering a compulsory purchase order the
Secretary of State must consider all relevant information and should not limit himself to those
matters alone which have been dealt with by the inspector: the onus of showing that a compulsory
purchase order has been properly made is on the authority seeking it. Land was sought urgently by
a water authority for the construction of a new sewage plant. At a public enquiry the inspector
treated the costs of construction as being a decisive factor, but made no reference to the costs of
acquiring the land itself. Prior to the inquiry P had offered to make available, at agricultural rather
than industrial prices, an alternative site for the plant. Notwithstanding the increased cost of
acquisition the Secretary of State confirmed the order.

The Court allowed P's appeal and quashed the order, holding that (whilst the AP recognises (2)

cannot apply outside of the statutory Examination framework of the PA 2008):

(1) the onus of showing that the order should be confirmed lay on the authority who sought the
order;

(2) the Secretary of State should not limit his attention to the material put before the inspector and
the matters canvassed at a public enquiry, but should take into account all matters which seemed
to him to be relevant;

(3) on the facts of the case, the Secretary of State had failed to consider the question of the land
acquisition cost, which was a material factor.

The Supreme Court in the Sainsbury's case [2011] 1 AC 437, applied Prest and held that the
common law protects private interests against interference by the state, and also that the
protections resulted in a presumption against taking land by requiring compulsory acquisition

powers.

The guidance presumption in favour of granting a DCO for the particular project in the field of energy
cannot usurp, subvert nor override the statutory requirement to satisfy the “conditions” in section
122 nor the common law protections presuming against compulsory land take. See sections 104(3)
and (8) in relation to such a project. See also the Statement on Scope of the Purposes and The

Development submitted by the AP for Deadline 7c with this Statement.

Recognising the statutory 6 month period in which to Examine the Application, and the paragraph
7 requirement on the Applicant “throughout the examination” to defend its proposal, with regard to
funding, paragraph 17 of the Planning Act CPO Guidance requires funding statements examined

during that statutory period to:

"... provide as_ much information as possible about the resource implications of both acquiring

the land and implementing the project for which the land is required....It may be that the project is

not intended to be independently financially viable, or that the details cannot be finalised until there
is certainty about the assembly of the necessary land. In such instances, the applicant should

provide an indication of how any potential shortfalls_are intended to be met. This should include
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35.

36.

37.

38.

39.

40.

the degree to which other bodies (public or private sector) have agreed to make financial
contributions or to underwrite the scheme, and on what basis such contributions or underwriting_is

to be made."

The language used in paragraph 17 of the Planning Act CPO Guidance as emphasised above is

expressed in the present tense — it requires details of how the scheme will actually be funded. It

does not mean that funding statements should describe how a scheme might be funded in the

future.

In respect of what is to be shown, paragraph 9 of the Planning Act CPO Guidance states:

"The applicant must have a clear idea of how they intend to use the land which it is proposed to
acquire. They should also be able to demonstrate that there is a reasonable prospect of the

requisite funds for acquisition becoming available. Otherwise, it will be difficult to show

conclusively that the compulsory acquisition of land meets the two conditions in section 122 (see
paragraphs 11-13 below).” (our emphasis added).

Thus, paragraph 9 evidently requires the Applicant to demonstrate “that there is a reasonable

prospect of the requisite funds for acquisition becoming available”. Contrary to the Applicant’s
assertions in [REP7-075], the Guidance does not state: “that there is likely to be” or “that might be”

or “that there is desired to be” “a reasonable prospect of the requisite funds for acquisition becoming
available”. The relevant test for the ExA to evaluated from facts available during the statutory

examination period and the Secretary of State to thereafter consider is:

Has the Applicant demonstrate[d] that there is a reasonable prospect of the requisite

funds for acquisition becoming available. Otherwise, it _will be difficult to_show

conclusively that the compulsory acquisition of land meets the two conditions in section 122.

The current conclusive answer to that simple question is now demonstrated by the Applicant limited

company to be as finally publicly stated in [REP7-075]:

9.2 The Applicant has ... confirmed in response to agenda item 5.2 of CAH1 that the monies
secured to date from its current investors do not include the costs associated with compulsory
acquisition...

It logically follows, as at Deadline 7c, that: “it will be difficult to show conclusively that the

compulsory acquisition of land meets the two conditions in section 122” on the basis of the

Applicant’s own and current evidence.
The absence of the “requisite funds” results to preclude section 122 PA 2008 being satisfied on and
fro Deadline 7c. If section 122 PA 2008 cannot be satisfied due to funding matters, the ExA should

not recommend and the SoS cannot authorise the inclusion of compulsory purchase powers in a
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41.

42.

43.

44,

DCO on the basis of his helpful guidance and, applying his paragraph 17, he can reasonably sever
all cpo powers from the face of the draft DCO. That is the orthodox approach in such an Application
as the instant one.

Removing compulsory acquisition powers from a DCO is sanctioned in an orthodox and
unexceptional manner in such circumstances. The Planning Act CPO Guidance expressly states
that the SoS can do so, and that such an approach accepted, rational, and also reasonable. The
basis of removing compulsory acquisition powers from a DCO is contained in paragraph 16 of the
Planning Act CPO Guidance.

Paragraph 16 of the Planning Act CPO Guidance states:

"There may be circumstances where the Secretary of State could reasonably justify granting

development consent for a project, but decide against including in an order the provisions

authorising the compulsory acquisition of the land. For example, this could arise where the

Secretary of State is not persuaded that all of the land which the applicant wishes to acquire
compulsorily has been shown to be necessary for the purposes of the scheme. Alternatively, the
Secretary of State may consider that the scheme itself should be modified in a way that affects the
requirement for land which would otherwise be subject to compulsory acquisition. Such scenarios
could lead to a decision to remove all or some of the proposed compulsory acquisition provisions
from a development consent order." (our emphasis added).

The ExA and the SoS must consider matters relating to funding based on the objective evidence

before them_during the Examination of an NSIP. If objective evidence does not exist during the

statutory Examination period then it will not have been able to be “most carefully scrutinised” by the
EXA and tested by an AP, (and here, the AP) in relation to the envisaged taking of their land against
their will, and the SoS cannot rationally or fairly (in the context of the draconian power of cpo of
land) recommend / authorise the inclusion of any compulsory acquisition powers in a DCO
(including temporary possession or blight provisions). That is because of the requirement in
paragraph 7 the Planning Act CPO Guidance, which requires the Applicant to defend its compulsory

acquisition proposals during (“throughout”) the Examination and not after the event of its cessation.

Paragraph 7 of the Planning Act CPO Guidance states:

"Applicants must therefore be prepared to justify their proposals for the compulsory acquisition of

any land to the satisfaction of the Secretary of State. They will also need to be ready to defend

such proposals throughout the examination of the application..." (our emphasis added).
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45,

46.

47.

48.

49,

50.

51.

Paragraph 9 of the Planning Act CPO Guidance also sets the "reasonable prospect” test in the
present tense. The words used in paragraph 9 is that the applicant "should also be able to

demonstrate that there is a reasonable prospect..." (our emphasis added).

Therefore, the EXA and the SoS need to determine matters relating to funding based on the situation

now, during Examination. Not based on what the situation might be at some unknown point in the

future.

The inclusion of compulsory acquisition powers in a DCO is therefore not a presumed given at all.

If the Applicant cannot, during this Examination, demonstrate on objective evidence that presently

it is in a position before its cessation to be able to actually fund its proposed NSIP, then
demonstrating that there is a reasonable prospect of the requisite funds for compulsory acquisition
becoming available, becomes academic because project funding encompasses “requisite funds”.
See paragraph 17 (“both acquiring the land and implementing the project”). Demonstrating
"reasonable prospect" of compulsory acquisition funds is tied to demonstrating the resource

implications of the NSIP itself.

The EXA and the Secretary of State would be acting irrationally if compulsory acquisition powers
are included in a development consent order where the Applicant cannot demonstrate during the
Examination period that the NSIP “will be funded” (as opposed to “might be” or is “hoped to be”
funded “if...”).

Another requirement is to consider the timing of the availability of funding within the statutory period

compulsory acquisition powers can be exercised under a DCO together with blight.

Paragraph 18 of the Planning Act CPO Guidance states:

"The timing of the availability of the funding is also likely to be a relevant factor. Regulation 3(2) of
the Infrastructure Planning (Miscellaneous Prescribed Provisions) Regulations 2010 allows for five
years within which any notice to treat must be served, beginning on the date on which the order
granting development consent is made, though the Secretary of State does have the discretion to
make a different provision in an order granting development consent. Applicants should be able to
demonstrate that adequate funding is likely to be available to enable the compulsory acquisition
within the statutory period following the order being made, and that the resource implications of a

possible acquisition resulting from a blight notice have been taken account of."
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52.

53.

54,

55.

56.

57.

Furthermore, for compulsory acquisition powers to be justified, applicants must demonstrate that
any potential risks or impediments to implementation of the scheme have been properly managed.

This requirement is contained in paragraph 19 of the Planning Act CPO Guidance.

Paragraph 19 of the CPO Guidance states:

"The high profile and potentially controversial nature of major infrastructure projects means that

they can potentially generate significant opposition and may be subject to legal challenge. It would

be helpful for applicants to be able to demonstrate that their application is firmly rooted in any

relevant national policy statement. In addition, applicants will need to be able to demonstrate that:

. any potential risks or impediments to implementation of the scheme have been properly
managed,;

. they have taken account of any other physical and legal matters pertaining to the application,
including the programming of any necessary infrastructure accommodation works and the
need to obtain any operational and other consents which may apply to the type of

development for which they seek development consent.”

That is, there must be no impediment to implementation, including financially and including

consents that relate to financing of the NSIP.

Paragraph 10 of the Planning Act CPO Guidance states that the Secretary of State must ultimately
be persuaded that the purposes for which an order authorises the compulsory acquisition of land
are legitimate and are sufficient to justify interfering with the human rights of those with an interest

in the land affected.

Paragraph 10 of the Planning Act CPO Guidance states:

"The Secretary of State must ultimately be persuaded that the purposes for which an order
authorises the compulsory acquisition of land are legitimate and are sufficient to justify interfering
with the human rights of those with an interest in the land affected. In particular, regard must be
given to the provisions of Article 1 of the First Protocol to the European Convention on Human

Rights and, in the case of acquisition of a dwelling, Article 8 of the Convention. "

Without truncating the terms of the guidance tests, we simply summarise for convenience the
relevant tests for the ExA and SoS to apply in relation to funding below. Please however note that
we have applied the full terms of the Planning Act CPO Guidance in our analysis, rather than the

summary below:

Page 10 of 89



Funding is one of the matters the Planning Act CPO Guidance and common law require
the SoS to take into account when deciding whether the conditions in section 122 PA
2008 are satisfied (paragraph 9 of Planning Act CPO Guidance).

The ExA and the SoS must consider matters relating to funding based on the objective

evidence that is before them_during the Examination of an NSIP (paragraphs 7 and 9

of Planning Act CPO Guidance). Their decision cannot be based on what the Applicant
thinks might be available in the future without presenting any objective conclusive

evidence to support that during the Examination.
In light of the 6 month statutory period in which Examination must occur, applicants
must also "... defend the proposals throughout the examination of the application”

paragraph 7 of Planning Act CPO Guidance).

Itis up to the Applicant to demonstrate, during the statutory period of Examination, that

there is a reasonable prospect of the requisite funds for acquisition becoming available

(paragraph 9 of Planning Act CPO Guidance). i.e. "there is" applies during the

examination period and "reasonable" excludes the irrational.

The absence of the requisite funds would mean that section 122 PA 2008 cannot be

satisfied (paragraph 9 of Planning Act CPO Guidance).

If during the statutory examination period section 122 PA 2008 cannot be satisfied due
to “relevant facts” on funding matters, the ExA cannot recommend and the SoS cannot
authorise the inclusion of compulsory purchase powers in a DCO. This would be the
rational and orthodox approach to take. This is the approach sanctioned by paragraphs
9, 16 and 19, of the Planning Act CPO Guidance.

Funding statements must contain as much information as possible about how the
scheme will actually be funded. It does not mean that funding statements should
describe how a scheme might be funded in the future (paragraph 17 Planning Act CPO

Guidance).

Applicants must also demonstrate that adequate funding is likely to be available to

enable the compulsory acquisition within the statutory period following the order being

made (paragraph 18 Planning Act CPO Guidance).
Applicants must demonstrate that any potential risks or impediments to implementation

of the scheme have been properly managed. They must also take into account any

other physical and legal matters pertaining to the application, including the need to
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obtain any other consents which may apply in order for compulsory acquisition powers

to be authorised in a DCO (paragraph 19 Planning Act CPO Guidance).

The Secretary of State must ultimately be persuaded that the purposes for which an
order authorises the compulsory acquisition of land are legitimate and are sufficient to
justify interfering with the human rights of those with an interest in the land affected

(paragraph 10 Planning Act CPO Guidance).
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SECTION C - THE PRICE OF BREXIT — NO REASONABLE PROSPECT OF FUNDING

58. Applying the tests summarised above, the Applicant cannot demonstrate that now, during the
Examination, “that there is a reasonable prospect” of requisite funds becoming available nor that

there are no impediments to financing of the NSIP and that prevent its implementation.

59. This is because:

a. The consequences of a joint announcement made on 28 January 2021 by Ofgen and
CRE that the Applicant cannot seek an exemption under the relevant European
regulation. The Applicant asserts that it needs to secure this exemption in order to
secure project-finance for the entire scheme (including compulsory acquisition); and

b. The Applicant's candid submissions at Deadline 7 of the Examination that it does not

currently have any funds to cover compulsory acquisition costs and that it will be relying

on project financing to secure ALL funding (including for compulsory acquisition). It will
not be able to secure such project-financing without securing the exemption mentioned

above; and

c. There being significant uncertainty over whether and how the Trade and Cooperation

Agreement entered into between the UK and the EU on 24 December 2020 will treat
the need for the Applicant's exemption. There is further uncertainty over whether any
equivalent exemption under the TCA could be granted on terms (presently unknown)
and for a duration (presently unknown) that could ensure the Applicant may secure the

required project finance (which would have to also cover compulsory acquisition costs).
60. Therefore, since at this time it is clear “that there is no reasonable prospect” that funding can be
obtained due to the legal impediments, the funding tests set out in the Planning Act CPO Guidance

cannot be met, and consequently, the conditions in section 122 PA 2008 cannot be satisfied.

61. The EXA and SoS must act rationally and in consequence sever and delete all compulsory

acquisition powers from the DCO, including temporary possession and blight provisions.

62. We explain this in detail as follows.
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Exemption Request under Regulation (EU) 2019/943

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

The Applicant needs to secure an exemption under Regulation 2019/943 in order to attract funding
for the entire scheme (including compulsory acquisition), and also in order to operate the
Interconnector in France. This is confirmed by the Applicant itself in Section 4.5 of the Applicant's

Exemption Request (at pages 14 to 17 attached at Appendix 1 to this Statement).

If there is no exemption granted, there is no funding for the entire scheme, and there is no scheme.

There is therefore no reasonable prospect of the requisite funds for land acquisition costs becoming

available.

Even if land acquisition costs can be raised via private investors, this would be irrelevant if funding

for the entire scheme itself cannot be raised. It would be irrational to compulsory acquire land where

there is no scheme, as there would then be no justification or need for such land to be taken by

force.

The exemption that the Applicant needs cannot be granted. It was announced by Ofgem and CRE

on 28 January 2021 that the Applicant cannot apply for the exemption under Regulation 2019/9.

On the basis of this evidence now before the ExXA and the SoS during the Examination, there is no

funding available for the scheme, and therefore there is no scheme.

Therefore, without funding for the scheme itself, the ExA and SoS must refuse authorisation of
compulsory acquisition powers to be included in the DCO. To allow such powers would be irrational.
There is now no reason to allow the Applicant to have compulsory acquisition powers in the draft

DCO if by its own admission it cannot secure any funding for the scheme without the exemption.

We explain in more detail as follows.

Under Article 63 of the Regulation (EU) 2019/943 of the European Parliament and of the Council of
5 June 2019 on the internal market for electricity (recast) (Text with EEA relevance) (Retained EU
Legislation) (the "Regulation"), a developer or operator may apply to be granted exemption from
some of the standard conditions of an interconnector licenses, granted under s6(1)(e) of the
Electricity Act 1989.

The Applicant made an exemption request (the "Exemption Request") which was received by
Ofgem on 29 May 2020, and by CRE on the 2 June 2020. Ofgem and CRE together are referred to
as the "NRAs".

On the 31 July 2020, the NRAs formally acknowledged receipt of the Exemption Request.

Page 14 of 89



74.

75.

76.

7.

78.

A consultation document was published on the 18 December 2020, which marked the start of a six-
week consultation into aspects of the Exemption Request.

French legislation does not provide a specific regime for the development, construction and
operation of interconnectors by private investors. An exemption granted under the Regulation would
have the effect of permitting the Applicant to build and operate the AQUIND Interconnector in
France. In addition, it would give the Applicant the opportunity to make a financial return on the
initial investment that reflects the risk of the project. This can potentially be higher than otherwise
would be the case under a fully regulated regime because of the higher risks attached to the

Applicant operating under an exemption without consumer underwriting in France.'

Section 4 of the Exemption Request contains the Applicant's financial analysis of how it intends to
fund the proposed interconnector project. A redacted copy of section 4 of the Exemption Request
is attached at Appendix 1 to this Statement.

Section 4.5 of the Applicant's Exemption Request contains information about the Applicant's
indicative financing plan for the interconnector project. This contains statements that were not
produced as part of the Applicant's revised Funding Statement submitted at Deadline 6 of the
Examination (document reference [REP6-021]). A copy of the Applicant's revised Funding
Statement (document reference [REP6-021]) is attached at Appendix 2 to this Statement.

Section 4.5 of the Applicant's Exemption Request states (at pages 14 to 17 attached at Appendix
1 to this Statement) the following (our emphasis added):

o "AQUIND is not in a position to finance the Project on “balance sheet” as national

TSOs and utilities may be in a position to do."

This is clear evidence and an admission from the Applicant that it does not have ANY

money to finance any part of this project, including compulsory acquisition costs.

o 'Without the flexibility provided by the exemptions requested in this Request for Exemption,
AQUIND Interconnector will not be able to attract non-recourse debt finance or

eguity."

As the NRAs have confirmed the exemption process cannot apply to the Applicant means

that this entire NSIP project cannot attract funding.

1ibid [2.29]
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79.

80.

81.

82.

83.

o "___.AQUIND Interconnector can be an attractive business proposition to project-finance

providers, subject to AQUIND being granted appropriate regulatory regimes, including

an Exemption as requested in this Request for Exemption..."

The reference to "can be" gives no certainty. It is a phrase that merely reflects the
Applicant's subjective hope. Also, the project will only be attractive to investors if it first

obtains the Exemption.

e "...AQUIND is unable to operate an interconnector in France without an

exemption...”

The Exemption cannot be granted to the Applicant. This was confirmed on 28 January
2021 by Ofgem and CRE (see the next paragraph). Therefore there is no scheme at
present because the Applicant is now, at this point of the Examination, unable to operate

the interconnector in France.

There are also many redactions within section 4.5 of the Exemption Request that prevent the figures
being | evidence before the EXA and Secretary of State. For example, all the figures in table 4-5 on
pages 16 and 17 of section 4.5 of the Exemption Request are redacted. There is therefore no

evidence before the ExA and the SoS of what the actual project costs could be.

The Applicant also confirmed that the project finance (which is wholly dependent on obtaining the
Exemption) will be used to cover its land acquisition costs. Paragraph 9.2 of Appendix B to the
Applicant's Responses to Deadline 6 Submissions (document reference [REP7-075]) states (our

emphasis added):

"The Applicant has already confirmed in response to agenda item 5.2 of CAH1 that the monies

secured to date from its current investors do not include the costs associated with

compulsory acquisition, specifically at paragraph 5.8 of the Applicant’s Transcript of Oral

Submissions for Compulsory Acquisition Hearing 1 (REP5-034) which confirms “Financing for the
Project secured following any grant of the DCO will be used to fund the capital costs of the

construction stage, which includes the costs associated with compulsory acquisition”.

This means that if the Applicant cannot secure the Exemption, it cannot secure funding to cover

compulsory acquisition costs.
On 28 January 2021 Ofgem and CRE released a joint statement, that the Applicant could no longer
benefit from the exemption process due to the United Kingdom no longer being a member state of

the European Union.

The joint Ofgem and CRE statement on 28 January 2021 was as follows (our emphasis added):
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84.

85.

86.

87.

"In light of the new Trade and Cooperation Agreement (the “TCA”) agreed between the UK and the
EU on 24th December 2020, following the UK’s departure from the EU, the NRAs consider that the
exemption request process defined under the Regulation is only available to interconnector projects

developed between EU Member States. As the UK is no longer a Member State and the

transition period has ended, Aguind can no longer access that process and the NRAs no

longer have the necessary legal powers to assess, and decide upon, the Exemption Request.

Consequently, the NRAs have decided to discontinue the ongoing consultation and assessment

process."

As the Applicant itself has asserted in section 4.5 of the Exemption Request: (Emphasis added)

'Without the ... exemptions ... AQUIND Interconnector will not be able to attract non-recourse

debt finance or equity.".
The Applicant also states on page 16 of Section 4.5 of the Exemption request that it needs to secure
the Exemption in order to address risks associated with obtaining financing for the scheme. It states

that the exemption : (Emphasis added)

" As AQUIND is unable to operate an interconnector in France without an exemption,...[the

exemption] would ensure that the project is able to address the following risks:...Actual terms and

conditions of financing...market conditions.... Programme and costs risks...".

As the Exemption cannot from 20" December 2020 be available to the Applicant as a result of the
UK form that date being no longer a Member State of the EU, the Applicant cannot satisfy the ExA
and the SoS that the requirements of paragraph 19 of the Planning Act CPO Guidance can be met
by the consent in the form of an Exemption. This is because paragraph 19 requires applicants to
demonstrate they have managed all potential risks and impediments to the implementation of the
scheme before compulsory acquisition powers can be authorised. The Applicant has failed to
demonstrate this here. Without securing the Exemption, on its own evidence, the Applicant will not
be able to secure any financing for compulsory acquisition costs or funding for the entire scheme.

Section 4.5 of the Exemption Request states:

"Without the flexibility provided by the exemptions requested in this Request for Exemption,

AQUIND Interconnector will not be able to attract non-recourse debt finance or equity."

"AQUIND is not in a position to finance the Project on “balance sheet” as national TSOs and utilities

may be in a position to do."

In light of the announcement by Ofgem and CRE that the Applicant cannot seek the Exemption, as

of now during the Examination, the ExA and the SoS has a clear admission by the Applicant and
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88.

89.

90.

91.

92.

93.

objective evidence that the entire scheme, including compulsory acquisition, cannot secure funding
because it will not be able to attract debt and equity investors. This does not satisfy the requirement
in paragraph 19 of the Planning Act CPO Guidance that any potential risks or impediments to
implementation of the scheme have been properly managed, in order for compulsory acquisition

powers to be authorised in a DCO.

Therefore there is no justification for the authorisation of compulsory acquisition powers if the
Applicant is now not able to secure any funding for the scheme, not even funding to cover land

acquisition costs. The conditions in section 122 Planning Act 2008 cannot be satisfied.

All the statements made by the Applicant of the types of future investment it hopes to attract in
order to completely fund this project must now be ignored. They are all predicated on the Exemption

being granted.

In its response to the ExA's Second Written Question CA2.3.6 (see page 1-18 of document
reference [REP7-038]), the Applicant refers to an equivalent exemption regime being contained in
the Trade and Cooperation Agreement ("TCA") that was entered into between the UK and EU on
24 December 2020.

The Applicant states at page 1-18 of document reference [REP7-038] that (our emphasis added):

"The Trade and Cooperation agreements (TCA) agreed on December 24, 2020 dedicates specific
attention to the cooperation between the UK and the EU on efforts to combat climate change. As
part of this cooperation, the TCA established a new regulatory framework for energy infrastructure
linking the member states of the European Union and the United Kingdom, including an exemption
regime similar to that in Regulation 2019/943 under which AQUIND submitted the ongoing
Exemption Request. Following discussions with the Energy Regulatory Commission (CRE) and
its British counterpart Ofgem, AQUIND expects that the NRAs will shortly publish a decision as to

how the TCA impacts on the ongoing Exemption Request".

Again, the assertions by the Applicant page 1-18 of document reference [REP7-038] are mere
statements of hope. There is nothing certain about what will be decided by Ofgem and CRE in
relation to the application of the TCA to the Exemption Request, and the ExA and SoS cannot pre-
judge that. Please see the note at Appendix 10 to this Statement that explains the how the
exemption process under the TCA could work when compared to the Applicant's Exemption
Request submitted under EU Regulation 2019/943.

The note at Appendix 10 to this Statement explains that there is ambiguity and unknowns

surrounding the full nature of the regime the replacement regulatory framework included in the TCA.
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94.

95.

96.

97.

98.

99.

100.

This is because the exemption regime in the TCA is not complete, and is not intended to be

complete, for some time. Currently, it cannot be said that the regime set out in the TCA is an exact

replication of that which was laid out in the EU Requlation.

The note at Appendix 10 to this Statement also explains that It is apparent from the TCA that
whilst the exemption regime contained in the TCA does draw on the established principles and

rules of the EU Regulation, it does not implement any exemption that reflects what the Applicant

was wishing to be exempt from in its application to Ofgem and the CRE.

The Applicant states in its Deadline 7 response to question CA2.3.6 of the ExA's Second Written
Questions (see page 1-18 of document reference [REP7-038]) that:

"Following discussions with the Energy Regulatory Commission (CRE) and its British counterpart
Ofgem, AQUIND expects that the NRAs will shortly publish a decision as to how the TCA impacts

on the ongoing Exemption Request".

The Applicant needs to demonstrate now, during the Examination, that there is a reasonable

prospects of funds becoming available. It cannot do this.

Whilst the Applicant might expect a published decision which will detail how the TCA impacts on
exemption requests - it seems to be a moot point in regards to the Exemption Request as Ofgem
and CRE have already released their decision in regards to this (on 28 January 2021) - that the
Exemption Request be discontinued. To be of any relevance to this DCO process, any further
decision or guidance from Ofgem and the CRE will therefore need to discuss elements of the
exemption regime under the TCA that still require further agreement / implementation, and have
this decision released and implemented before the end of the process of this DCO application. This

does not seem likely.

Paragraph 9 of the Planning Act CPO Guidance is phrased in the present tense when it states that
applicants "...should also be able to demonstrate that there is a reasonable prospect of the

requisite funds for acquisition becoming available...".
The word "reasonable" in paragraph 9 excludes the irrational. Actual current evidence of that
funding being available now during the Examination period needs to be presented. Prospective

availability does not qualify.

In light of the current status of the exemption process under the TCA and lack of an

announcement from Ofem as to how it will apply to the Applicant's current Exemption Request, the
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Applicant is unable to provide objective evidence to the ExA and SoS during the Examination

hearing period (as is required by paragraph 7 of the Guidance) that there is a reasonable prospect
of the requisite funds becoming available.

101. If the requisite funds required for compulsory acquisition and for funding the development of
the entire scheme is dependent on securing project finance, and that project finance will only be
secured after an exemption is obtained, there is no reasonable prospect of the requisite funds

becoming available due to the uncertainties surrounding the exemption regime in the TCA.

102. It would therefore irrational for the ExA to recommend and for the SoS to authorise compulsory
acquisition powers in the DCO. The evidence to justify such powers does not yet exist at this

moment in time during the examination period.

103. All the Applicant can assert is that it has had discussions with the relevant regulators and it
expects some form of decision on what will happen next. This in itself is not enough evidence to
show "conclusively" (the requirement in paragraph 9 of the Planning Act CPO Guidance) that there
is a reasonable prospect of funds. Therefore, this also is evidence that the Applicant cannot satisfy
the requirements of paragraph 19 of the Planning Act CPO Guidance which requires it to

demonstrate that any potential risks or impediments to implementation of the scheme have been

properly managed, in order for compulsory acquisition powers to be authorised in a DCO.

104. Any equivalent Exemption application process under the Trade and Cooperation Agreement
2020 has not yet been commenced, let alone concluded. Therefore it would be irrational for the
EXA and the SoS to allow compulsory acquisition powers to be included in the Applicant's draft
DCO (document reference [REP7-014]) based on an assumption that the Applicant may be granted
an exemption under an equivalent process in the Trade and Cooperation Agreement that could

unlock potential funding for the entire project.

105. The removal of the availability of the Exemption and the uncertainty over how the Trade and
Cooperation Agreement will apply means that as at today, there is a potential risk and an
impediment to the implementation of the Applicant's scheme. This is a situation where, according
to paragraph 19 of the Planning Act CPO Guidance, the SoS should not authorise the inclusion of

compulsory acquisition powers in a DCO.
106. The EXA and the SoS are not in a position to pre-judge the views of the relevant regulator or
the outcome of any equivalent exemption process under the Trade and Cooperation Agreement.

Any attempt to do so would be irrational.

107. Therefore, the EXA and SoS are also not in a position now, during the Examination, to know

whether the requirement in paragraph 9 of the Planning Act CPO Guidance has been satisfied —
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they are not in a position to know now, during Examination, if there is a reasonable prospect of the

requisite funds becoming available.

108. Any reference by the Applicant to the Trade and Cooperation Agreement being a possible
way forward in relation to funding, should be interpreted in accordance with the points we make
above.

109. We respectfully remind the ExA and the SoS that it is a requirement under paragraph 7 of the
Planning Act CPO Guidance, that with regard to compulsory acquisition powers, the Applicant must
"be ready to defend such proposals throughout the examination of the application". The

Applicant must also "conclusively" show there is a reasonable prospect of funds as per the
requirement under paragraph 9 of the Planning Act CPO Guidance. The Applicant must
demonstrate that adequate funding is likely to be available to enable the compulsory acquisition

within the statutory period following the order being made.

110. The Applicant cannot do any of this because right now, it cannot secure funds for the entire
scheme. It also at present uncertain whether the Applicant can apply for and will secure any
exemption under the Trade and Cooperation Agreement. No announcement has to date been made
by Ofgem and CRE as to what the position us under the TCA. The Applicant itself admits it cannot
fund the scheme without an exemption. Therefore the Applicant cannot during Examination show
conclusively that there is a reasonable prospect of funding, that adequate funding is likely to be
available to enable the compulsory acquisition within the statutory period following the DCO being
made, or that there are no risks or impediments to the implementation of the scheme. The
disapplication of the current exemption process and the uncertainty surrounding the new process
under the TCA represents a current legal bar to the implementation of the scheme (thus not

satisfying the requirements of paragraph 19 of the Planning Act CPO Guidance).

111. The reliance in the CPO context and the context of the Planning Act 2008 CPO Guidance by
the Applicant on commercial sensitivities to avoid publishing required financial information is a
matter for the Applicant. It is not enough to satisfy that Guidance and the common law protections
protecting the AP as private land owner, for the Applicant to present mere expressions of aspiring
expectation and hope for funding, to assert it has no evidence due to "commercial sensitivities",
and to assert that it might be able to secure evidence at some unknown point in the future but that
all depends on securing an Exemption which is how not available to it by law and is unclear could
be available in some alternative form under the Trade and Cooperation Agreement. The ExA and
SoS need to assess matters relating to funding before it now during the Examination. The fact of

the matter is that there is currently and there will be no funding in the future for this scheme.

112. The funding evidence presented to date by the Applicant during Examination is not enough.
The Applicant has not even (as the applicant in the Hinkley Point C Nuclear Station DCO did)
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presented any form of 'Letter of no Impediment' from Ofgem and CRE in relation to the outstanding
exemption that is required in order to secure funding. This means that the entire scheme is not
viable. Examples of the letters of no impediment produced for the Hinkley Point C Nuclear Station
DCO are attached at Appendix 12 to this Statement.

113. There are multiple examples in other DCO applications, where the applicant did not have the
requisite funding secured for the proposed NSIP at the time of the examination, but they at least
were able to produce some more concrete evidence of future availability of funding in order to
satisfy the SoS that compulsory acquisition powers could be authorised. There are also examples
of other DCOs where other regulators issued 'Letters of no Impediment' to confirm that the absence
of a particular regulatory consent would not act as an impediment to the DCO were it to be made.

The examples are:

e The Rookery South (Resource Recovery Facility) Order 2011 (SI 2013/680) — the
applicant here submitted an agreed form of a parent company guarantee during

examination.

e The Swansea Bay Tidal Generating Station Order 2015 (SI 2015/1386) - even where
the applicant did not have any funds during the Examination to prove that it satisfied the
various relevant tests, the SoS became satisfied during the later stages of Examination
when the Prudential confirmed its commitment to become the cornerstone investor in the
project. There is no such comparable confirmation from an cornerstone investor has been

provided by the Applicant during the examination of the AQUIND Interconnector.

e The Thorpe Marsh Gas Pipeline Order 2016 (SI2016 No0.297) - here the SoS only

authorised compulsory acquisition powers when during the examination, the applicant

provided a letter from its parent company confirming its willingness to enter into a guarantee

agreement, escrow arrangement, bond or other suitable alternative security. No such letter

of guarantee has been provided by the Applicant during the examination of the AQUIND

Interconnector.

e The Hinkley Point C (Nuclear Generating Station) Order 2013 — here, the relevant
regulators provided 'Letters of no Impediment' in relation to outstanding regulatory
approvals yet to be obtained by the applicant. This was to remove any doubt and
uncertainty over whether these could represent an impediment to the implementation of the
scheme (as per the test in paragraph 19 of the Planning Act CPO Guidance). In the
Applicant's case in relation to the AQUIND Interconnector, no such letter has been provided
in relation to the outstanding exemption the Applicant needs in order to fund the entire

scheme.
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114. In light of the above it would be impossible for the ExA and the SoS to properly and lawfully
evaluate any of the tests relating to funding, based on the lack of evidence before them presented
during Examination. It may well be the case that at some point in the future the position with respect
to the exemption required under the TCA will be clarified by the NRAs (Ofgem and CRE), but this
is not in evidence in front of the ExA or the SoS during the current DCO Examination. The absence
of evidence and materials precludes affected parties and the ExA and SoS from testing it and from

taking it properly into account.

115. The Applicant asserts throughout its responses to the ExA's Second Written Questions on
funding (ta copy of these responses are attached at Appendix 3 to this Statement) that it cannot
disclose further information on funding due to commercial sensitivities. However, applicants in
previous DCOs did not suffer from the same 'commercial sensitivity' issues as AQUIND and thus
were untroubled by meeting the requirement in paragraph 9 of the Planning Act CPO Guidance of
proving a reasonable prospects of funds. For example, in the Manston Airport DCO application,
the applicant was able to provide a copy of a Joint Venture Agreement and a capital costs report.
A copy of the Manston Airport funding statement is attached to our Deadline 7 Statement on
Funding (document reference [REP7-116]).

116. On a separate note, the Applicant would have known that the transition period relating to
Brexit would have ended in December 2020. Drafts of the Trade and Cooperation Agreement would

have also been in public circulation well before then for the Applicant's lawyers to have considered.

117. Despite this, the Applicant still proceeded to promote its DCO application beyond December
2020 based on its Exemption Request, to the great cost of third parties affected by the proposals.

118. On its own case, the Applicant has confirmed that its entire funding case relating to

compulsory acquisition is completely dependent on securing the Exemption.

119. Now that the Exemption is no longer available to the Applicant and it is unclear to what extent
the new exemption process under the Trade and Cooperation Agreement would assist the
Applicant, the only rational choice the ExA and SoS now have is to remove all compulsory

acquisition powers from the Applicant's draft DCO (document reference [REP7-014]).

120. Also, given the uncertain position surrounding the exemption was foreseeable for some time
by the Applicant, the Affected Party anticipates making an application for costs for its objection
because on its own evidence on page 15 of section 4.5 of its Exemption Request, the Applicant
"will not be able to attract non-recourse debt finance and equity" and "...AQUIND is unable to

operate an interconnector in France without an exemption".
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121. The Planning Act CPO Guidance does not mean that all an applicant needs to demonstrate
is that it has just the funds to cover compulsory acquisition costs (or there is a reasonable prospect
it will become available). The Guidance requires the SoS to ensure that, for the purposes of
authorising the inclusion of compulsory acquisition powers, the project can be funded and delivered.
If the project as a whole cannot be funded, compulsory acquisition powers should not be made

available to an applicant.

122. The Applicant no longer has a viable project by reason of the Exemption no longer being

available. The Applicant should not be given compulsory purchase powers for no purpose.

123. The Applicant refers to the possibility of the Trade and Cooperation Agreement providing

some sort of replacement exemption.

124, However, the current position is that there are no relevant facts as to the terms of the new
exemption regime under the TCA would apply in order to benefit the Applicant in the same ways
the Exemption under the Regulation would have in respect of securing future funding nor any grant

of such a consent before the ExA at this time.

125. It does not matter that there might in the future be some new beneficial regime in place on the
specific terms that the Applicant needs. During the Examination, this has not been confirmed and
it remains unknown. All the Applicant can assert is that it hopes that some exemption regime under
the TCA theoretically might enable it to secure the requisite funding for both the NSIP and the
acquisitions: but at present, there is no objective basis on which the ExA or the Secretary of State
can lawfully conclude that Applicant has any objectively reasonable (as opposed to irrational)
prospect of securing requisite funding, and avoiding financial impediments to implementation,
without the Exemption under the Regulations.

126. The EXA and SoS are not in a position where they can each know whether there is a
reasonable prospect of requisite funds becoming available nor whether it can be said that there are
no financial impediments to implementation of the NSIP. See paragraphs 9 and 19 of the Planning
Act CPO Guidance.
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SECTION D: NO FURTHER FUNDING INFORMATION

127. The Applicant was asked by the ExXA to provide any and all further information on funding, as

part of the ExA's Second Written Questions. There is no further such information as at Deadline 6.

128. The ExA's Second Written Questions relating to funding and the Applicant's responses are in
document reference [REP7-038]). For convenience, we have attached these questions and

responses at Appendix 3 to this Statement.

129. The Planning Act CPO Guidance requires the ExA and SoS to seek objective rational
evidence of present funding availability (“that there is a reasonable prospect”) — not exclusively

desirable prospective funding availability.

130. The test in Paragraph 9 of the Guidance is stated in the present tense; "...there is a

reasonable prospect of the requisite funds ...".

131. The word "reasonable” in the test of "reasonable prospect of funds" in paragraph 9 of the

Planning Act CPO Guidance requires rationality.

132. Also, the ExA and the SoS must consider matters relating to funding based on the objective

evidence before them during the Examination of an NSIP. If objective evidence does not exist

during the Examination, the ExA and the SoS cannot rationally recommend / authorise the inclusion
of compulsory acquisition powers in a DCO. That is because of the requirement in paragraph 7 the
Planning Act CPO Guidance, which requires the Applicant to defend its compulsory acquisition

proposals during Examination.

133. Paragraph 7 of the Planning Act CPO Guidance states (our emphasis added):
"Applicants must therefore be prepared to justify their proposals for the compulsory acquisition of
any land to the satisfaction of the Secretary of State. They will also need to be ready to defend such

proposals throughout the examination of the application..."

134. Therefore the Applicant needs to demonstrate what funding availability it has secured now,

as opposed to what the Applicant would like to agree at an unknown point in the future.

135. Paragraph 17 of the Planning Act CPO Guidance requires funding statements to:

"... provide as_ much information as possible about the resource implications of both acquiring

the land and implementing the project for which the land is required....It may be that the project is
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not intended to be independently financially viable, or that the details cannot be finalised until there
is certainty about the assembly of the necessary land. In such instances, the applicant should

provide an indication of how any potential shortfalls_are intended to be met. This should include

the degree to which other bodies (public or private sector) have agreed to make financial
contributions or to underwrite the scheme, and on what basis such contributions or underwriting_is

to be made."

136. The language used in paragraph 17 of the Planning Act CPO Guidance as emphasised above

is expressed in the present tense — it requires details of how the scheme will actually be funded. It

does not mean that funding statements should describe how a scheme might be funded in the
future. This is underpinned by the fact that the reasonable prospect of requisite funds test in
paragraph 9 of the same Guidance assumes a rational basis of required funds — i.e. they are

actually available.

137. The Applicant is unable to provide during the Examination objective evidence to the ExA and

the SoS of present funding availability — i.e. evidence of how the scheme will actually be funded.
The fails to meet the tests in paragraphs 7 and 17 (provide full information during Examination) and

paragraph 9 (reasonable prospect) of the Planning Act CPO Guidance.

138. All the Applicant can present during the Examination are statements concerning potential
generic funding availability based on its subjective expectations and hopes of how the scheme
might be funded. There is no evidence of how the scheme will actually be funded nor of any funding
actually having been secured (not even legally binding funding agreements the Applicant can

enforce against in the future).

139. The Applicant has also failed to explain to the ExA what the ramifications are of the Exemption
process under the EU Regulation no longer applying, on its ability to attract funding. In the

Applicant's own words to date in section 4.5 of the Exemption Request:

"Without the flexibility provided by the exemptions requested in this Request for Exemption,
AQUIND Interconnector will not be able to attract non-recourse debt finance or _equity."

"AQUIND is not in a position to finance the Project on “balance sheet” as national TSOs and utilities

may be in a position to do."

140. The Applicant has failed to explain to the ExA what the impact will be of the uncertainties
surrounding the application of the Trade and Cooperation Agreement exception process, on its

ability to attract future funding.

141. This all points to the AQUIND Interconnector being an entirely speculative scheme.
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This is a 100% Speculative Scheme

142. The language used in the Applicant's Exemption Request (a copy of which is at Appendix 1
to this Statement) and in both versions of the Applicant's Funding Statements (copies of which

are attached at Appendix 2 to this Statement) is instead couched in prospective terms.

143. Appendix 5 to this Statement sets out extracts taken from Section 4.5 of the Applicant's

Exemption Request which illustrate this point. Those include the following quotes:

e "AQUIND is not in_a position to finance the Project on “balance sheet” as

national TSOs and utilities may be in a position to do."

e AQUIND's financing strategy is to attract funds to invest in AQUIND

interconnector on a project finance basis".

o "AQUIND will seek further equity funding and non-recourse project financing from

wider pools of potential investors..."

e '"The target combination of debt and equity will be determined through ongoing

discussions around the most efficient investment approach with potential

investors..."

e "A precise loan strategy will be determined through further engagement with debt

providers and equity investors, based on the final regulatory regime applicable

in the UK and in France, including the form and the duration of the

Exemption."

144, The extracts from the Exemption Request are clear evidence that the Applicant's funding case
is at best aspirational and based on pure hope. It is irrational therefore to conclude that there is a

reasonable prospect of funding becoming available.
145. Appendix 4 to this Statement sets out extracts from the latest version of the Applicant's
Funding Statement (document reference [REP6-021]) that illustrate why the Applicant's funding

case is at best aspirational and based on pure hope.

146. Example quotes from the latest version of the Applicant's Funding Statement (document
reference [REP6-021]) are:
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e "The Applicant continues to work with its delivery partners to understand the costs of

implementing the Order, which includes costs associated with... land acquisition".

e "Post the development stage the Proposed Development, and more broadly the Project, is to

be funded through project finance ..."

o '"The Applicant expects that the financing will be arranged on the basis of project finance debt

e "It is anticipated that equity capital will be derived from leading international infrastructure

funds, and that project debt financing will be secured from various banking sources and/or

institutional investors.

e "The Applicant has been engaging with a number of potential investors...."

147. The above is therefore evidence that this is an entirely speculative project.

148. The funding for the entire project and compulsory acquisition is at this point of the

Examination, not available.

149. The Applicant is unable to provide any further information to the EXA to objectively evidence

that this is not an entirely speculative project.

Applicant's inability to provide further objective funding evidence

150. The ExA's Second Written Question CA2.3.2 (as set out in the Applicant's Responses at
Deadline 7 to the ExA's Second Written Questions on page 1-13 of document reference [REP7-
038]) asked the Applicant to provide further evidence on funding.

151. The ExA's Question CA2.3.2 asked (emphasis added):

"Beyond what is written in Revision 2 of the Funding Statement [REP6-021] and section 3.2 of the
‘Applicant’'s Response to action points raised at ISH1, 2 and 3, and CAH 1 and 2’ [REP6-063],
please can the Applicant supply any information, redacted or not, to the EXA to demonstrate that
there is a ‘reasonable prospect’ of funds being available for this project. If no further information

can be provided, how should the ExA approach the matter of funding in its recommendation?"

152. The Affected Party understands this question to be fairly asking for ANY financial information

to evidence the Applicant's current funding position.
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153. The Applicant's response to this question appears to be there is NO evidence, for the reasons

as follows.

154, The Applicant states in its response to question CA2.3.2 in the Applicant's Responses at
Deadline 7 to the ExA's Second Written Questions on page 1-13 of document reference [REP7-

038]) that such information is not available due to commercial sensitivities.

155. The Affected Party therefore understands that the Applicant prefers not to provide further
numeric information to the ExA and SoS. For example, the Applicant has redacted figures from
table 4-5 on pages 16 and 17 of its Exemption Request (a copy is at Appendix 1 to this
Statement).

156. The redactions and the choice to not provide relevant financial information results in the
absence of such evidence being before the EXA and SoS during Examination. If the ExA and SoS
do not have all the relevant figures and financial information before them, they will not be able to
properly consider the matter of funding as is required by section 122 Planning Act 2008 and the
Planning Act CPO Guidance.

157. The following are particular examples of those choices being made by the Applicant and

absence of evidence before the ExA.

158. The Applicant's response on page 1-13 of the Applicant's Responses at Deadline 7 to the
ExA's Second Written Questions (document reference [REP7-038]) states it (our emphasis added):

"...is not in _a position to provide the information reguested" due to further information being

"commercially sensitive" and that "it is not considered that it is necessary to provide any further

information to satisfactorily evidence that there is a reasonable prospect of funds becoming

available for the Project within the statutory period".

159. This does not satisfy the requirement in paragraph 17 of the Planning Act CPO Guidance,
which requires Funding Statements to contain as much information as possible about how the
scheme will actually be funded. The Applicant has ignored the requirements of the Planning Act

CPO Guidance by dismissing the basis on which the ExA raised this question.

160. The availability of compulsory acquisition powers is premised on them being lawfully justified,
which includes availability of required compensation. That is why paragraph 9 of the Planning Act
CPO Guidance requires applicants to "demonstrate that there is a reasonable prospect of the
requisite funds for acquisition becoming available. Otherwise, it will be difficult to show conclusively
that the compulsory acquisition of land meets the two conditions in section 122 ". That is also why

paragraph 10 of the Guidance states that "the Secretary of State must ultimately be persuaded that
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161.
to compensate them. It is not enough for the Applicant to state to the ExXA and the SoS thatit "hope"

162.
steps to acquaint itself with all relevant facts and to account of financial information when deciding

163.

164.

165.
The AP refers the ExA and the Secretary of State to the evidence of Mr Stott and of Mr Brice.

166.
of in Appendix 1 to our Deadline 7 Statement on Funding (document reference [REP7-116]). In

the purposes for which an order authorises the compulsory acquisition of land are legitimate and

are sufficient to justify interfering with the human rights of those with an interest in the land affected."

If the Applicant proposes to take someone else's land, it will need to show it has the money

to have the money. Hope cannot qualify as a reasonable prospect under the test in paragraph 9 of
the Planning Act CPO Guidance. Actually having money or holding objective evidence that it has
secured legally binding obligations that will make the money available can qualify as having a

reasonable prospect.

The Prest and Tameside 1977] AC 1014 cases require a decision maker to take reasonable

upon matters relating to compulsory acquisition.

In Tameside:

... [D]id the Secretary of State ask himself the right question and take reasonable steps to

acquaint himself with the relevant information to enable him to answer it correctly?

In Prest: (Emphasis added)

In the sphere of compulsory land acquisition, the onus of showing that a CPO has been
properly confirmed rests squarely on the acquiring authority and if he seeks to support
his own decision, on the Secretary of State. The taking of a person's land against his
will is a serious invasion of his proprietary rights. The use of statutory authority for the
destruction of those rights requires to be most carefully scrutinised. The courts must be
vigilant to see to it that that authority is not abused. It must not be used unless it is clear
that the Secretary of State has allowed those rights to be violated by a decision based
upon the right legal principles, adequate evidence and proper consideration of the factor
which sways his mind into confirmation of the order sought.

| have come to the conclusion that his decision should not be upheld. A vital
consideration was not enquired into, in my view. It was, therefore, left out of account in
the exercise of the Secretary of State's discretion. The hope value of parts of the Miskin
lands should not have been disregarded as it was, especially seeing that there was
evidence of its possible existence.

The questions are those posed by paragraphs 9 and 19 of the PA 2008 Guidance on CPO.

We refer to the extensive funding statements in other DCO applications we provided examples

those examples, applicants had secured actual letters of guarantees, letters of no impediment from
regulators (where consents were outstanding), and development agreements with legally binding

obligations that secured the funds required, coupled with actual funds being held by those
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applicants at the time of the Examination of their DCO applications. This is not being provided here.

All the Applicant has here is the mere hope of funding.

The irrationality of the Applicant's funding case

167. The paragraph 9 test (“reasonable prospect”) excludes the “irrational” on the ordinary meaning
of the term “reasonable”. The Applicant's response on page 1-13 of the Applicant's Responses to

the ExA's Second Written Questions (document reference [REP7-038]) also asserts that:

"The information provided by the Applicant in this regard sets out the clear and rational basis on

which it is anticipated funding will be secured for the Project, subject to the grant of the DCO and

the settlement of requlatory status".

168. However, this is irrational because the information provided to date by the Applicant is based
on subjective hope and expectations of speculative hoped for funding, rather than proving actual
funding availability, and prejudging the outcome of statutory discretions and (now no longer
available) Exemption consents that can no longer settle the regulatory status of the NSIP as

exempt.

169. The word "reasonable” in the test of "reasonable prospect of funds" in paragraph 9 of the

Planning Act CPO Guidance requires rationality.

170. We have set out above many examples of the prospective funding language used by the
Applicant based on hope, as opposed to objective examples of what the Applicant has actually

secured.

171. Statements of hope and prospective funding language do not equate to rational evidence that
there is a reasonable prospect of the requisite funds becoming available. There is no reasonable

prospect and therefore the requirements of paragraph 9 have not been satisfied.

172. It follows that if there is no reasonable prospect of funds becoming available, in the words of

paragraph 9 of the Planning Act CPO Guidance:

it will be difficult to show conclusively that the compulsory acquisition of land meets the two

conditions in section 122 ..."

Funding is subject to the grant of the DCO

173. The Applicant refers to funding for the Project being subject to the grant of the DCO in its
response on page 1-13 of the Applicant's Responses to the ExA's Second Written Question CA2.3.6
(document reference [REP7-038]) as follows:
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"... anticipated funding will be secured for the Project, subject to the grant of the DCO and the

settlement of regulatory status".

174. Regrettably this puts the funding cart has been put before the DCO consent horse. Paragraph

9 requires the horse before the cart.

175. Making funding subject to the grant of the DCO and the settlement of regulatory status is
contrary to paragraph 9 of the Planning Act CPO Guidance (whereas in the Town and Country
Planning 1990 CPO regime, such a position may be acceptable). That is because paragraph 9
requires a "reasonable prospect" of funding. It is surprising and also unlawful to argue there is a
reasonable prospect and to try to justify the compulsory acquisition of land (and other land along

route) based on wholly speculative funding which prejudges the exercise of discretion in relation to

the DCO and the section 122 conditions as being satisfied in favour of the Applicant. It is unlawful

because the ExA and SoS cannot prejudge the outcome of their exercise of discretion and
recommendations. But, this is what the Applicant is inviting the EXA to do in relation to funding. The
Applicant appears to be working on the basis that it is a given the SoS will confirm CPO powers at
Examination stage.

176. The Affected Party respectfully disagrees that the information provided by the Applicant in this
regard sets out the clear and rational basis. The Applicant cannot prejudge the exercise of discretion

by the SoS or such recommendation by the ExA.

Settlement of Regulatory Status

177. The Applicant refers to funding for the Project being subject to the settlement of its regulatory
status in its response on page 1-13 of the Applicant's Responses to the ExA's Second Written
Question CA2.3.6 (document reference [REP7-038]) as follows:

"... anticipated funding will be secured for the Project, subject to the grant of the DCO and the

settlement of regulatory status".

178. We refer and repeat points above about the Exemption under Regulation 2019/943 and the
uncertainties over whether the new exemption process under the Trade and Cooperation
Agreement will actually deliver the same benefits to enable the Applicant to attract the funding it
needs. Inthe Applicant's own words, it cannot secure any project finance that is to fund compulsory

acquisition costs and the costs of the entire scheme without the Exemption.
179. The calculation of the required funds for compulsory acquisition land needs to be

demonstrated before the consideration by the ExA and the SOS of whether or not compulsory

acquisition powers can be justified.
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180. At this time, there are two relevant Directions before the ExA. The first is the Section 35
Direction under Planning Act 2008 by the SoS for BEIS. The second is the section 106(3) Direction

under Communications Act 2003 by Ofcom.

181. The clear terms of the s35 Direction encompass the project elements described In the request
by the Applicant for that direction, which exclude any use of development for commercial telecoms
but includes the use of fibre optic cables for purposes of monitoring electrical cables and intra-
converter station communications. The clear terms of the Ofcom Direction can only be engaged in
future in the event that "part" of development authorised by the DCO can qualify as part of a
telecommunications network. At the current time, during the Examination hearing period, the Ofcom
Direction cannot be satisfied. On its terms, the Applicant is not at this time a ‘Network Provider'
who can apply the Electronic Communications Code. Nor can the Applicant predetermine whether
the authorised development will include commercial telecommunications as a part of the authorised
development. Unless and until the SoS actually grants a DCO which includes express provision "for
commercial telecommunications” of fibre optioc material, the actual situation remains that the
Applicant cannot be known to be a 'Network Provider' nor can it be said rationally that the Electronic
Communications Code applies. To consider otherwise would be to prejudge the outcome of the
exercise of statutory discretions under the Planning Act 2008. Therefore, the Affected Party agrees
with the Applicant that funding is "subject to" settlement of regulatory status of the Applicant as a

Network Provider in relation to electronic telecommunications, it currently NOT having such status.

182. The Applicant's response at page 1-13 of the Applicant's Responses to the ExA's Second
Written Question CA2.3.6 (document reference [REP7-038]) states that the question as to whether
there is a reasonable prospect of the funds being available should be viewed through the lens of

obtaining regulatory approvals before securing funding.

183. The Applicant states page 1-13 of the Applicant's Responses to the ExA's Second Written
Question CA2.3.6 (document reference [REP7-038]):

" With further regard to regulatory status, all future interconnector projects in the UK will need to
obtain regulatory status before they can be operated, and as has already been submitted by the
Applicant there is nothing unusual about the sequence of approach of the Applicant in seeking to
obtain all consents and regulatory approvals in parallel with one another. To contrary, it is an entirely
logical approach to take, which gives confidence to all decision makers that the Project is
progressing appropriately for the approvals required from them to be provided. Furthermore, the
statements of the Government in the Energy White Paper (December 2020) that they "will work with
Ofgem, developers and our European Partners to realise at least 18GW of interconnector capacity
by 2030", provide further support for the Applicant's position and provide the ExA further assurance
should that be required that the regulatory framework to facilitate the delivery of increased

interconnection by 2030 in accordance with and to meet the targets set will be put into place, so as
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184.

185.

186.

to facilitate the Project and other planned projects as necessary which are to be funded on a Project
Finance Model. Noting the above, the Applicant considers the ExA should approach the matter of
funding, and particularly the question of whether it is considered there is a reasonable prospect of
the Project being funded, by considering whether anything has been raised which seriously
guestions the Applicant's evidence that there is a reasonable prospect of funding becoming
available. In considering this question, the ExA should give very significant weight to the evidence
of the Applicant of the fundability of the Proposed Development, which is reinforced by the clear
Government intent to deliver increased interconnection and to put in place the necessary regulatory
framework to do so, and the largely unchallenged evidence of the need for this and the compelling
benefits which increased interconnection will provide in the public interest. The needs and benefits
of the Proposed Development, and moreover the Project, are clearly explained in the Needs and
Benefits Report (APP-115), the Addendum to the Needs and Benefits Report (REP1- 136), and the
second Addendum to the Needs and Benefits Report submitted at Deadline 7. The Applicant
submits that when having regard to all relevant information, the only rational conclusion that can be
reached on this question is that there is a reasonable prospect of the Project being funded."

The ExA will recall that whenever compulsory acquisition powers are sought to be authorised
as part of nationally significant infrastructure projects, it has been clear that since September 2013,
rather than TCPA 1990 Crichel down rules being engaged, the Planning Act CPO Guidance is
engaged. We encourage the ExA and the SoS to apply those tests, which we have summarised in

Section B of this Statement.

The Affected Party recognises the regulatory status risks the Applicant has evidenced in its
response. However the correct way for the EXA and the SoS to assess those regulatory status

risks is to apply them against the tests in paragraph 19 of the Planning Act CPO Guidance.

Paragraph 19 of the Planning Act CPO Guidancel9 states (our emphasis added):

"The high profile and potentially controversial nature of major infrastructure projects means
that they can potentially generate significant opposition and may be subject to legal challenge.
It would be helpful for applicants to be able to demonstrate that their application is firmly rooted
in any relevant national policy statement. In addition, applicants will need to be able to
demonstrate that:

* any potential risks or impediments to implementation of the scheme have been

properly managed;
* they have taken account of any other physical and legal matters pertaining to the application,

including the programming of any necessary infrastructure accommodation works and the
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need to obtain any operational and other consents which may apply to the type of

development for which they seek development consent. "

187. With regard to the Applicant's reference to the Government White Paper, this is at most a
document that contains political statements about Government's aspirations as to potential future
frameworks. This is nothing more than yet another example of the Applicant's reliance on "hope" in

relation to its anticipated project finance model.

188. Recognising the Applicant's reliance upon such an approach, we respectfully draw to the ExA
and SoS's attention the absence of any evidence of an executed project finance model on terms
(with any third party) in front of the EXA during the statutory Examination hearing period into whether

or not the land of the Affected Party be taken from it against its will.

189. The Planning Act CPO Guidance is clear the ExA and the SoS must consider matters relating
to funding based on the objective evidence that is before them during the Examination (paragraphs
7 and 9 of Planning Act CPO Guidance). Their decision cannot be based on what the Applicant
thinks might be available in the future without presenting any objective conclusive evidence to

support that during the Examination.

190. Therefore, irrespective of regulatory approvals/status being required, the Applicant (as with

all other applicants) must still demonstrate now during the Examination that there is a reasonable

prospect of the requisite funds becoming available. It cannot be viewed through particular lenses.

191. It is not correct for the Applicant to state that the ability to demonstrate 'reasonable prospect'
of funds is completely subject to successfully obtaining all necessary regulatory consents and
status. That is not what Paragraphs 7, 9 or 19 of the Planning Act CPO Guidance say.

192. The clear requirement in paragraph 7 of the Planning Act 2008 CPO Guidance (September
2003) is that evidence of there being a reasonable prospect of funding being available should be

presented during examination.

193. Paragraph 7 states: "Applicants must therefore be prepared to justify their proposals for the
compulsory acquisition of any land to the satisfaction of the Secretary of State. They will also need

to be ready to defend such proposals throughout the examination of the application” .

194. Whether there may or may not be 'largely unchallenged' evidence on the need for this type of
project is irrelevant to satisfying the requirement for "reasonable prospect” of funding. The existence
of a 'need' for a type of project does not mean that there is a reasonable prospect that there will be
funding in place. The fact that there is Government intent "to deliver increased interconnection and

to put in place the necessary regulatory framework to do so" is also irrelevant to proving now that
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there is a reasonable prospect of funds becoming available. Political intentions are not enough to
prove that funding will be in place. Objective evidence is required from the Applicant of a reasonable
prospect of actual funding availability.

195. The ExA's Second Written Question CA2.3.6 asked the Applicant to explain why it was not
able to provide certain categories of information the Applicant was asked about during Compulsory
Acquisition Hearing 1. Question CA2.3.6 is set out on page 1-16 of the Applicant's Responses to
the ExA's Second Written Questions (document reference [REP7-038]).

196. The Applicant's response to this question on pages 1-16, 1-17, and 1-18 of [REP7-038] in
summary states that it cannot provide the KPMG Report or any of the reports produced in that work

due to commercial sensitivities and non-disclosure agreements.

197. With regard to any funding information that may have been submitted as part of regulatory
submissions to Ofgem and CRE, the Applicant refers to information submitted relating to monetised
and non-monetised benefits and projected revenues. This is however irrelevant - benefits and

revenues have nothing to do with how land acquisition costs are to be funded.

198. The Applicant's response refers to confidential financial models provided to NRAs (Ofgem
and CRE) as part of its Exemption Request relating to Regulation 2019/943, but no further
explanation is provided of how those models could prove the Applicant can fund land acquisition
costs. The Applicant has not provided a copy of the redacted version of Section 4 of the Exemption
Request, so we attach a copy at Appendix 1 to this Statement to assist the ExA. Section 4.1 of
the Exemption Request sets out the "AQUIND Indicative Financing Plan'. As we have explained in
Section C of this Statement, the 'Financing Plan' in the Exemption Request is merely comprised of
heavily redacted statements expressing indications, ongoing discussions, generic possible
theoretical sources of funding, engagement, and general types of funding that could be available
for this type of project.

199. This is not objective additional evidence there is a reasonable prospect of funding. Please see
our full analysis of the financing information contained in the Exemption Request, at Section C of
this Statement.

200. Section 4.5 of the Exemption therefore only strengthens our argument that this is an entirely

speculative project by a shell company with no substantive resources that will rely on future project

finance from currently uncommitted sources at an unknown point in time.
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201. The absence of full objective evidence of the actual (not prospective) funding availability
means that the Affected Party, the ExA and the SoS cannot fully assess whether the relevant tests
relating to funding have been met.

202. It is a requirement under paragraph 7 of the Planning Act CPO Guidance, that the Applicant

must "be ready to defend such proposals throughout the examination of the application". The

Applicant must also "conclusively" show there is a reasonable prospect of funds as per the
requirement under paragraph 9 of the Planning Act CPO Guidance. The Applicant must
demonstrate that adequate funding is likely to be available to enable the compulsory acquisition
within the statutory period following the order being made.

203. The Applicant asserts throughout its responses to the ExA's Second Written Questions on
funding (ta copy of these responses are attached at Appendix 3 to this Statement) that it cannot
disclose further information on funding due to commercial sensitivities. However, applicants in
previous DCOs did not suffer from the same 'commercial sensitivity' issues as AQUIND and thus
were untroubled by meeting the requirement in paragraph 9 of the Planning Act CPO Guidance of
proving a reasonable prospects of funds. For example, in the Manston Airport DCO application,
the applicant was able to provide a copy of a Joint Venture Agreement and a capital costs report,
without claiming that those documents were protected by ‘commercial sensitivities’. A copy of the
Manston Airport funding statement is attached to our Deadline 7 Statement on Funding (document
reference [REP7-116]).
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SECTION E - APPLICANT'S ESTIMATE OF CPO COMPENSATION

204. The Applicant estimates that the total value of all land acquisition costs will be £4.97m. This
is set out and explained in paragraph 5.6 of the Applicant's revised Funding Statement submitted
at Deadline 6 (document reference [REP6-021]).

205. The ExA's Second Written Question CA2.3.5 (as set out in the Applicant's Responses to the
ExA's Second Written Questions on page 1-13 of document reference [REP7-038]) asks the

Applicant to further explain why it thinks its estimate of land acquisition costs is accurate.

206. The ExA's Second Written Question CA2.3.5 asks:

"In the Deadline 6 submission by [ ] relating to whether the Applicant's compulsory acquisition
estimate covers the right land, is the understanding of [ ] CAH2 position correct ([REP6-138])

Section D para 3)? If not why not?".

207. We previously made submissions in Paragraph 1 of Section D of the Affected Party's
Statement on Funding submitted at Deadline 6 (document reference [REP6-138]) that reflected the

provisions of para 9 of the Planning Act CPO Guidance.
208. Paragraph 9 of the Planning Act CPO Guidance states (our emphasis added):
"The applicant must have a clear idea of how they intend to use the land which it is proposed to

acquire. They should also be able to demonstrate that there is a reasonable prospect of the

requisite funds for acquisition becoming available. Otherwise, it will be difficult to_show

conclusively that the compulsory acquisition of land meets the two conditions in section

122 (see paragraphs 11-13 below)."

2009. The scope of paragraph 9 requires two things to be determined in relation to what are the

"requisite funds":

(a) what is the scope of the required funds — i.e how much money does the applicant need?;

and

(b) the amount of funds needed in (a) above in turn depends on what needs to be the subject

of compulsory acquisition powers.
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210. Under paragraph 9 of the Guidance, if requisite funds cannot be demonstrated by the
applicant, the "it will be difficult to show conclusively" that CPO of land satisfies 2 conditions of
s122.

211. The onus lies on the Applicant to demonstrate that the scope of its available funding matches

the scope of its proposed powers of compulsory acquisition. In the Prest case.
What do the 'requisite funds' need to cover?

212, The draft DCO (document reference [REP7-014]) provides for different types of land to be the

subject of compulsory acquisition powers.

213. The scope of article 30 of the draft DCO (document reference [REP7-014]) provides a two
stage process whereby under article 30 (1) land can be temporarily possessed for specified
purposes in schedule 10, and subsequently under article 30 (4), a further purpose for the acquisition

or securing of rights is required to be executed (article 30(4) says "must").

214. The current draft article 30(1) of the draft DCO (document reference [REP7-014]) states:

"30.—(1) Subject to paragraph (5), the undertaker may in connection with the construction of the
authorised development—

(a) enter on and take temporary possession of—

(i) the land specified in column (2) of Schedule 10 for the purpose specified in relation

to that land in column (1) of that Schedule; and

(ii) any other Order land in respect of which no notice of entry has been served under

section 11 of the 1965 Act (powers of entry) and no declaration has been made under

section 4 (execution of declaration) of the 1981 Act;"

215. The current draft article 30(4) of the draft DCO (document reference [REP7-014]) states (our
emphasis added):

"(4) Before giving up possession of land of which temporary possession has been taken under

this article, the undertaker must either acquire the land or rights over the land subject to the

temporary possession or, unless otherwise agreed with the owners of the land, remove all

temporary works and restore the land to the reasonable satisfaction of the owners of the land, but
the undertaker is not required to—

(a) replace a building removed under this article;

(b) remove any drainage works installed by the undertaker under this article;

(c) remove any new road surface or other improvements carried out under this article to any
street specified un Schedule 8 (Streets subject to street works);

(d) restore the land to a condition better than the relevant land was in before temporary
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possession;

(e) remove any ground strengthening works which have been placed on the land to facilitate
construction and operation of the authorised development;

(f) remove any measures installed over or around statutory undertakers’ apparatus to protect
that apparatus from the authorised development; or

(g) remove or reposition any apparatus belonging to statutory undertakers or necessary

mitigation works".

216. Properly interpreting article 30 of the draft DCO (document reference [REP7-014]), article
30(4) allows the permanent acquisition of all land that is temporarily possessed, after temporary

possession where the undertaker remains in such possession.

217. Article 30(4) thus allows significantly more land to be subject to the power of permanent
compulsory acquisition (and the compulsory acquisition of rights) than shown on the current draft
Land Plans (document reference [REP7-02]).

218. All land that can be temporarily possessed under article 30(1) is subject to the power of
permanent compulsory acquisition and the compulsory acquisition of rights, should the undertaker

decide to remain in possession.

219. Section 120 Planning Act 2008 only allows for compulsory acquisition powers if they are
justified. Therefore, the scope of the compulsory acquisition powers allowed by Article 30(4) needs
to be justified — the Applicant needs to justify to the ExA why it needs the power to permanently

compulsorily acquire all land it temporarily possesses or compulsorily acquire rights over all land it

temporarily possesses. No such justification has been presented. Therefore the compulsory

acquisition powers in Article 30(4) should not be granted as that would be irrational and also a

breach of the requirement in section 120 Planning Act 2008.

220. In the context of criminal liability for breach of the DCO, the court in Warrington BC v Garvey
case [1988] JPL 752 held that the DCO must be interpreted giving the benefit of the doubt to the
party who has been accused of breaching its terms. This means that development that is clearly
not covered by the interpretation of the DCO will be a criminal offence. In the Applicant's case, the
Applicant will be allowed to stretch the interpretation of the terms of the DCO in the context of a
criminal prosecution for breach of the DCO's terms and most careful scrutiny falls to be applied to
ensure a match between the requisite funding that the CPO terms allow for land to be taken and

the maximum extent of the land able to be so taken when properly interpreting those terms.

221. The common law protections against land acquisition require the scope of compulsory
acquisition powers to match the justification for them — this was the decision in the case of R
(Sainsburys) v Secretary of State [2011] 1 AC 437, citing Prest.
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222, In simple terms, there needs to be a justification for all the land that could be subject to
compulsory acquisition powers under the terms of, for example, article 30(4) and not just
what the Applicant today thinks might be. No such justification has been provided by the

Applicant. The same approach applies to subsoil and air rights.

223. The AP’s understanding remains that the scope of compulsory acquisition powers sought
under the draft DCO - described by the Applicant as being desirable flexibility — have a
corresponding requirement to be justified commensurate with the degree of flexibility, else the law

otherwise requires the scope of powers fall to be reduced in extent to match the lawful justification

provided (such as there is any at all).

224, The AP recognises (in the context of compulsory acquisition of its land, and it being accepted

by the Applicant that the draft DCO would be a law) that those common law protections bear upon:

e How the SoS exercises its discretions under the PA 2008 in relation to authorising the
inclusion of compulsory acquisition powers within the DCO that affect the land of the AP;

and

¢ the terms of the draft DCO that include provisions that affect the AP’s land in any way.

225. For example, section 120 PA 2008 provides for a discretion to impose requirements and also
provisions within a draft DCO. The legal protection referred to above imports a presumption in
relation to that discretion to ensure that it is exercised in a way that results in the least intrusive
interference of the relevant party's interests (as opposed to a presumption in favour of the applicant
developer). That same legal protection also bears upon the terms (which include discretions) being
formulated in a draft DCO for potential crystalisation into law. The outcome of the presumption is
to require no wider terms of a DCO than are lawfully and rationally justified, i.e. the protections
result to ensure that the DCO terms shrink to fit such rational justification as may be supplied by

the Applicant.

226. In the context of compulsory acquisition powers, the onus remains exclusively on the
Applicant to justify the extent of its land take and the AP need do nothing. This was a principle
articulated forcefully in the Prest case: a private landowner facing acquisition need do nothing at all
to defend his land from being taken. The justification for taking lies exclusively on the taker and the
EXA and Secretary of State themselves are required to most carefully scrutinise the justification for

the envisaged taking.

227. The Applicant needs to therefore show WHY it needs the wide compulsory acquisition powers
in Article 30(4).
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228. The ExA needs to be satisfied on evidence for what purposes Article 30(4) is desired to be
used for over and above the identified use for temporary possession. On the terms of Article 30(4)
it appears to be a means by which the Applicant can avoid restoring land it takes temporary
possession of. This is one reason why the Affected Party has included protective provisions so as

to ensure the proper restoration of its land following the use of its land as a construction site.

229. For example, the wording of Article 30(4) of the draft DCO (document reference [REP7-014])
is wide. That is because Article 30(4) relates to what land is affected by compulsory acquisition
powers. The Affected Party has seen no evidence of what changed circumstances will result in the
reliance by the Applicant upon Aritcle 30(4) as a result of its remaining in temporary possession.

230. The Affected Party has also not seen an estimate of the cost or justification expressed to be

for the exercise of that increased extent of permanent land acquisition under Article 30(4).

231. The result of the draft Article 30(4) of the draft DCO (document reference [REP7-014]) is a

mismatch of the scope of the power sought and the justification given.

232. It is evident from Article 30(1) (a)(i) that its purpose is tied to Schedule 10 land. However,
Article 30(4) is more broadly expressed. Similarly Article 30(1)(a)(ii) is also broadly expressed and
links also with Article 30(4). The proposed provisions give the Applicant the power to compulsorily

acquire the land or rights within the Order Limits, over and above what is shown on the Land Plans

(document reference [REP7-002]). There is therefore a mismatch between the scope of the powers

under that provision and the rational evidence to justify them.

233. The ExA will recall that the Affected Party need do nothing to defend its land from being taken
and instead the onus remains exclusively on the Applicant to satisfy the ExA and the SoS that each
and every power in the draft DCO is rationally justified on evidence in front of the EXA and the SoS

during the Examination period.

234. Further the EXA is required by the Sainsburys case to itself carefully police the unjustified wide

scope of powers envisaged by the Applicant.

235. In practical terms this means that the ExA and SoS need to audit the scope of powers against
the supporting rational evidence for each power and reduce their scope where not matched by

rational evidence.

236. To assist the ExA, we focus on Article 30(4). But we are not going to usurp the onus on the
Applicant and the ExA the exercise of ensuring such a match, and where it is absent (in relation to
the Applicant) voluntarily refining the scope of its DCO and (in relation to the ExA) ensuring that the

presumption of least interference with the Affected Party's land is lawfully discharged. In respect of
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the last we direct the ExA to the Tameside (as above) where the House of Lords required the
decision maker to take reasonable steps acquaint itself "with all relevant facts". Here, that obligation
subsists during the statutory Examination period after which the PA 2008 closes the statutory door
on new facts because the Examination period has thereafter ended and the AP’s opportunity to

examine the evidence of facts relating to his land being taken is removed by its statutory scheme.

237. As previously expressed, the result of Article 30(4) as currently drafted in [REP7-014], gives
the Applicant the power to compulsorily acquire land or rights over all land that can be temporarily
possessed and other land under Article 30(1)(a)(ii). This is more land than is shown shaded pink
on the Land Plans (document reference [REP7-002]).

238. The compulsory acquisition power in article 30(4) covers all land within the Order Limits and
airspace, as the Applicant has the power to temporarily possess all land within the Order Limits by

virtue of article 30(1).

239. At CAH2, in response to the question of the ExA, the Applicant clearly responded that it had
only valued the pink land in relation to permanent land acquisition compensation. The ExA will have

access to the recording of that evidence to it.

240. The figure of £1.277m allocated to "land acquisition” in paragraph 5.6 of the Funding
Statement version 2 submitted at Deadline 6 for permanent land acquisition (document reference
[REP6-021]) appears to therefore cover only the permanent acquisition of the pink land and does
not cover further theoretical land permanently acquired under Article 30(4) following temporary

possession under Article 30(1)(a).

241. The AP has seen no evidence from the Applicants of any estimate for the value of land
acquisition costs in relation to that further exercise of permanent land acquisition powers in relation
to temporarily possessed land under Article 30(4). If land is shown as coloured blue for example on
the draft Land Plans (document reference [REP7-02]) then it remains to be valued as potentially
coloured pink, and attributed a different a value. Because Article 30(4) attributes a requirement to
acquire land (it states the undertaker "must" permanently acquire or compulsorily acquire rights
over land it remains in possession), then land that has been temporarily possessed needs to be
included as part of the Applicant's estimate of compulsory acquisition costs. The Applicant must
also therefore provide objective evidence during examination that there is a reasonable prospect of

funds for such land to be funded on rational evidence in front of the ExA during the Examination

hearing period.

242, It is for this reason that paragraph 3 of Section D of the Affected Party's Statement on Funding
submitted at Deadline 6 (document reference [REP6-138]) asked the question - does the

Applicant's land acquisition costs estimate cover the full extent of land?

Page 43 of 89



243, The Affected Party notes that since giving the clear unambiguous recorded evidence to the
EXA, and apparently recognising the mismatch between the scope of the powers it seeks in Article
30(4) and the lack of evidence it had presented to date to justify the compulsory acquisition powers
in article 30(4), the Applicant has at Deadline 7 sought to obfuscate and change its position by
asserting that it said something different to its recorded evidence. The ExA will however have that

recorded evidence before it.

244, At Deadline 7, the Applicant responded on page 1-16 of its Responses to the ExA's Second

Written Questions to assert (our emphasis added):

"As confirmed at the hearing, the land acquisition valuation considers all of the relevant land

and the Applicant maintains that it has correctly estimated its maximum exposure to potential

compulsory acquisition costs". ..."The Applicant confirms that all types of compulsory

acquisition powers and powers of temporary possession _have been taken into account in

the valuation and a full breakdown of the costs is contained in paragraph 5.6 of the updated
Funding Statement submitted at Deadline 6 (REP6-021)."

245, The Applicant now appears to state that the land acquisition costs of £1.277m does cover the
full extent of the land within the Order Limits subject to permanent land acquisition powers under
Article 30(4). That is to say, the Applicant has now confirmed that its maximum exposure is if all the
land within the Order Limits is permanently compulsorily acquired under article 30(4), and based
on that, it has calculated that the maximum amount of CPO compensation it would need to pay is
£1.277 million.

246. £1.277 million appears to be a very low figure for compensation resulting from permanently

acquiring all the land within the Order Limits.

247. The Applicant clearly recognises the force of the Affected Party's submissions as to the broad
scope of Article 30(4).

248. However, it remains the situation that the Applicant has not rationally justified the basis for

why it may change from first temporarily possessing land under Article 30(1)(a) and then
permanently acquiring that same land under Article 30(4). This is an example of wide flexibility

being sought without commensurate rational justification.
249. Further, the Applicant's recent change in the extent of its estimate of "land acquisition"

valuation appears to result to significantly dilute its estimate by increasing the area of coverage

from that expressed on its behalf at CAH2.
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250. To reiterate, Article 30(4) is one example only identified by the AP of flexibility of power being

sought without commensurate rational justification notwithstanding the protections provided for by
the presumption against intrusion more than the least intrusive justified.

251. The Affected Party's position remains that the Applicant has incorrectly estimated its potential
CPO compensation exposure and that the Applicant merely asserts that it has estimated " the

maximum" exposure.

252. In essence, the Applicant's approach appears to be flawed and its resulting estimate grossly

undervalued and cannot be said to be "maximum exposure".

253. The AP attaches at Appendix 7 and Appendix 8 to this Statement expert evidence on the
correct approach to valuation of CPO compensation and a rational estimate of the maximum
exposure in relation to the AP's land together with rational inferences in relation to wider land within
the Order Limits.

254, Expert evidence from Henry Brice of lan Judd & Partners is attached at Appendix 7 to this
Statement.

255. Expert evidence from Jonathan Stott of Gatley Harmer is attached at Appendix 8 to this
Statement.

256. This expert evidence shows:

a) The Applicant's estimate of compensation liability is unsound and significantly
underestimated; and

b) The Applicant has not demonstrated that it has funds available to respond to blight notices

(for which it could be liable from any point since the dDCO was submitted); and

c) The experts do not consider the use of CA powers to acquire land and rights for commercial
telecoms use is legitimate because it is not permitted in any National Policy Statement and
because that use does not qualify as ‘associated development’ to the Interconnector
development for which the Secretary of State granted a direction under Section 35 of the
Planning Act 2008 on 30 July 2018; and

d) The experts do not consider that the use of CA powers is necessary and proportionate,
particularly noting that Aquind has confirmed that a) only a small percentage of the fibre-
optic cables will be required for the safe operation of the project (i.e. for monitoring

purposes) (see REP6-063) and b) that ‘the telecommunications buildings are required
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solely in connection with the commercial use’ (see REP1-127). This takes account of the
fact that Government Guidance also states that the land in relation to which CA powers are
sought must be no more than is needed for the development for which consent is sought;

clearly that cannot be said to be the case here.

257. On the basis of the Affected Party's evidence and on the Applicant's own evidence, the
Applicant has incorrectly valued the "requisite funds for acquisition" (see paragraph 9 of CPO
Guidance PA 2008).

258. Further, the EXA (and in turn the SoS) is therefore not in a position to lawfully evaluate whether
the Applicant is able to "demonstrate that there is a reasonable prospect” of requisite funds for
acquisition becoming available, as is the requirement in paragraph 9 of the Planning Act CPO
Guidance. This is because the ExA has no evidence before it of the scope (or amount) of "requisite
funds" so as to be in a position to know whether such a reasonable prospect can be shown in
relation to such funds "becoming available".

259. In simple terms, if the Applicant's estimate of land acquisition costs is significantly low and
thus incorrect, it is not in any position to confirm to the EXA that there is a reasonable prospect of
the "requisite funds" becoming available. The Applicant has evaluated the scope (or amount) of the
"requisite funds" is on a fundamentally flawed and incorrect basis, and without regard to relevant
considerations including hope value for the uplift in value of land within the Order limits for

commercial telecommunications evaluated during the Examination Hearing period.

260. With regard to paragraph 9 of the CPO Guidance, it is therefore " difficult” for the Applicant to
show "conclusively" (the term "decisively" is used in the case of Prest) that the compulsory
acquisition of the Affected Party's land is justified so as to meet the two conditions in section 122
PA 2008. The same logic applies to the wider land within the Order Limits.

261. It is for these reasons that all compulsory acquisition powers fall lawfully to be required

to be removed from the draft DCO. This will also be in line with the decision in the Sainsburys

case which means that the ExA is required to itself carefully police the unjustified wide scope of

powers envisaged by the Applicant.

262. For completeness, we note the Applicant's response at Deadline 7 in section 7 of page 3 of
Appendix B to its Responses to Deadline 6 Submissions (document reference [REP7-075]). The
Affected Party notes the change of position of the evidence of the Applicant to the ExA where the
Applicant had clearly said in CAH2 that the pink land on the Land Plans (document reference
[REP7-02]) was the land that had been valued for "land acquisition". Contrary to paragraph 7.2 of
page 3 of Appendix B to its Responses to Deadline 6 Submissions (document reference [REP7-

075]), the Applicant was clear during CAH2 that permanent acquisition of only the pink land on the
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Land Plans had been valued, whereas other non-pink land remained not valued for permanent

compulsory acquisition pursuant to Article 30(4) — see above.

263. The Affected Party (again) notes the mischaracterisation of its position by the Applicant.
Contrary to paragraph 7.4 of the Applicant's response on page 3 of Appendix B to its Responses
to Deadline 6 Submissions (document reference [REP7-075]) (in which the Applicant asserts that
paragraph 5.6 of its Funding Statement is an "accurate estimate of the costs"), we refer the EXA to
the expert evidence attached at Appendix 7 and Appendix 8 to this Statement. That expert
evidence clearly demonstrates that the Applicant's estimates of compulsory land acquisition costs

are incorrect.

264. Also contrary to paragraph 7.4 of the Applicant's response on page 3 of Appendix B to its
Responses to Deadline 6 Submissions (document reference [REP7-075]) , the Affected Party's
position remains that this is a paradigm paragraph 16 CPO guidance case. Paragraph 16 of the

Planning Act CPO Guidance states:

"There may be circumstances where the Secretary of State could reasonably justify granting
development consent for a project, but decide against including in an order the provisions

authorising the compulsory acquisition of the land...".

265. As the Applicant has not calculated its CPO compensation costs accurately, it is not in a
position to demonstrate there is a reasonable prospect of funds becoming available. Therefore in
accordance with paragraph 16 of the Planning Act CPO Guidance, the ExA and the SoS can

reasonably justify removing all compulsory acquisition powers from the draft DCO.
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SECTION F="GENUINE" REASONABLE PROSPECT OF FUNDS BECOMING AVAILABLE

266. The ExA's Second Written Question CA2.3.8 (as set out in the Applicant's Responses to the
ExA's Second Written Questions on page 1-18 of document reference [REP7-038]) asks the
Applicant to further explain why it thinks there is a "genuine reasonable prospect” of the requisite
funds becoming available to enable compulsory acquisition within the statutory period were the
DCO to be made.

267. The Affected Party refers the ExA (and the Applicant) to the clear terms of paragraph 9 of the
Planning Act CPO Guidance.

268. The wording of Paragraph 9 is as follows:

"The applicant must have a clear idea of how they intend to use the land which it is proposed to
acquire. They should also be able to demonstrate that there is a reasonable prospect of the

requisite funds for acquisition becoming available. Otherwise, it will be difficult to show

conclusively that the compulsory acquisition of land meets the two conditions in section 122 (see

paragraphs 11-13 below).” (our emphasis added).

269. The terms paragraph 9 of the Planning Act CPO Guidance do not expressly include the term

"genuine”.

270. We respectfully disagree with the ExA that the "reasonable prospect" testimposed by the SoS

in the Planning Act CPO Guidance can be subverted by the gloss of the term "genuine”.

271. This is because the ordinary meaning of "reasonable" excludes the irrational and therefore

leaves no room for subjective intention such as "genuine" "desire" or otherwise.

272. On its face, the test is an objective test falling to be satisfied rationally.

273. That is, objective evidence is required in front of the ExA.

274, The Affected Party has provided examples of other DCOs where applicants have provided
objective evidence in front of the ExA of executed terms of agreements providing frameworks for
financial obligations accepted by the SoS as showing a "reasonable prospect" of requisite funds
becoming available. That situation remains not evidenced by the Applicant in this application and
therefore the paragraph 9 of the Planning Act CPO Guidance test remains unsatisfied by the

Applicant.

275. We note the Applicant's response to the ExA's Second Written Question CA2.3.8 (as set out
in the Applicant's Responses to the ExA's Second Written Question CA2.3.8 on page 1-18 of
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document reference [REP7-038]). Inits response, the Applicant set out a number of reasons which

we quote and address in turn as follows.

276. The Applicant asserts in the Applicant's Responses to the ExA's Second Written Question
CA2.3.8 on page 1-18 of document reference [REP7-038]) that it:

"...has been engaging with a number of potential investors since the start of the Project.... all of

whom consider electricity interconnectors to be an attractive type of future investment."

This is merely a statement of who the Applicant has been talking to and that this is only a type of
project that could be attractive in the future. There is nothing specific or concrete about this
statement. It is irrational to therefore conclude from this there is a genuine reasonable prospect.

This response also confirms the postion that the Applicant has no funding currently available.

277. The Applicant asserts in the Applicant's Responses to the ExA's Second Written Question
CA2.3.8 on page 1-18 of document reference [REP7-038]) that it has:

".... invested approximately £35m in the development of the Project as of 30 June 2020 and the
residual cost of completing the pre-construction stage of the Project is forecasted at £15m. The
Applicant has secured financing from its current investors sufficient to support the Project until the
Completion of the development stage, which includes obtaining all necessary permissions and

authorisations in the UK and France, including the DCO. " (our emphasis added).

There is no evidence of a £35m 'investment' in the accounts of the Applicant (see the Applicant's
revised Deadline 6 Funding Statement (document reference [REP6-021])) and the Applicant does
not actually state that part of this investment will be used to cover land acquisition costs. We can
only conclude therefore that the reference to a £35m investment is simply a statement on how much
the Applicant has already spent to date promoting the project. The additional financing the Applicant
as allegedly "secured" does not also appear in the latest accounts (see the Applicant's revised
Deadline 6 Funding Statement (document reference [REP6-021])) and there is no detail relating to

this 'secured finance' in any of the Applicant's submissions on funding to date.

278. The Applicant asserts in the Applicant's Responses to the ExA's Second Written Question
CA2.3.8 on page 1-18 of document reference [REP7-038]) that:

"Following publication of the Planning White Paper in December 2020, appetite for investment in
interconnectors is only likely to further increase. The White Paper specifically recognises that
"Interconnection increases the ability of the GB electricity market to trade with other markets,

enhances the flexibility of our energy system and has been shown to have clear benefits..."
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This is irrelevant to the question posed by the ExA. A statement in a White Paper is not evidence
of a reasonable prospect of the requisite funds becoming available. A White Paper is merely a
policy document - a statement of political will. There is no guarantee that because this White Paper
that funds will therefore become available to cover land acquisition costs within the requisite
statutory period of time. Relying on an 'expected appetite' for future investment in interconnectors

is not evidence of a reasonable prospect of availability of funds.

279. We also refer to paragraph 11 of the Applicant's response in Appendix B to its Responses to
Deadline 6 Submissions (document reference [REP7-075]). In that paragraph 11, the Applicant
refers to the updated Funding Statement submitted at Deadline 6 (document reference [REP6-
021] ) and to its response to the ExA's Second Written Question CA2.3.2 set out in document
reference [REP7-038]. As we state in Section C of this Statement, these documents do not present
any objective evidence that there is a reasonable prospect of the requisite available. It would be

irrational for the ExA and the SoS to conclude otherwise. In summary, this is because of:

o the statements in the Applicant's Exemption Request (a copy of which is attached at
Appendix 1 to this Statement) that it does not have any money to fund compulsory land

acquisition costs or the funds for the project itself;

o the statements in the Applicant's Exemption Request that that all funds required for
compulsory acquisition costs and for the project as a whole will be exclusively funded by

future project finance;

e such project finance can only be secured if the Applicant is first granted an Exemption
under Regulation 2019/943;

e the removal of the Exemption process under EU Regulation 2019/943 from the Applicant,

announced by Ofgem and CRE on 28 January 2021; and

e the significant uncertainty now surrounding how and whether the new exemption regime
under the Trade and Cooperation Agreement will deliver the benefits of an exemption that
the Applicant needs to secure the relevant finance. The EXA and SoS cannot pre-judge
during this Examination how the relevant regulators will decide in relation to how the new

exemption regime will apply to the Applicant.
280. As the Applicant cannot demonstrate there is a reasonable prospect of the requisite funds

becoming available, the last sentence of paragraph 9 Planning Act CPO Guidance remains

applicable - the two conditions in section 122 remain not conclusively demonstrated.
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281. Therefore, the requirements of paragraph 16 of the Planning Act CPO Guidance applies,
which requires that the SoS would be acting reasonably in therefore deciding against including in
an Order the provisions authorising compulsory acquisition of land. The Affected Party submits that

the ExA make such a recommendation to the SoS.
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SECTION G - ENFORCEMENT OF COMPULSORY ACQUISITION COMPENSATION CLAIMS

282. The ExA's Second Written Question CA2.3.11 (as set out in the Applicant's Responses to the
ExA's Second Written Questions on pages 1-19 and 1-20 of document reference [REP7-038]) asks
the Applicant to explain against whom a claim for CPO compensation be made if Aquind Limited

could not secure funds to cover land acquisition costs.

283. The Applicant's response on pages 1-19 and 1-20 of document reference [REP7-038] states
that the claim would still be made against the "Undertaker" who is authorised to exercise CPO

powers.

284. The "Undertaker" is defined in Article 2(1) of the draft DCO (document reference [REP7-014])
as:

"means AQUIND Limited... or the person who has the benefit of this Order in accordance with
article 6 (Benefit of Order) and 7 (Consent to transfer benefit of Order)".

285. It is clear from its response that the Applicant does not know against whom claims for

compensation could be enforced against.

286. Itis also clear that based on the evidence in front of the EXA during this Examination, AQUIND
Limited has not currently secured actual available funding for the project or for compulsoroy
acquisition costs.

287. The Applicant has openly admitted in section 4.5 of its Exemption Request (copy at Appendix
1 to this Statement) that:

"AQUIND is not in a position to finance the Project on “balance sheet” as national TSOs and utilities
may be in a position to do."

288. The Applicant has also confirmed in Paragraph 9.2 of Appendix B to the Applicant's
Responses to Deadline 6 Submissions (document reference [REP7-075]) states (our emphasis
added) that:

"...the monies secured to date from its current investors do not include the costs associated with
compulsory acquisition, specifically at paragraph 5.8 of the Applicant's Transcript of Oral
Submissions for Compulsory Acquisition Hearing 1 (REP5-034) which confirms "Financing for the
Project secured following any grant of the DCO will be used to fund the capital costs of the

construction stage, which includes the costs associated with compulsory acquisition”.
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289. Paragraph 7 of the Planning Act CPO Guidance requires:

"Applicants must therefore be prepared to justify their proposals for the compulsory acquisition of

any land to the satisfaction of the Secretary of State. They will also need to be ready to defend

such proposals throughout the examination of the application..."

290. The Applicant cannot defend its compulsory proposals as it cannot confirm that claims for
compensation can be enforced against it. This does not satisfy the requirements of paragraph 7 of

the Guidance.

291. The requirement in paragraph 7 of the Guidance means that, for the purposes of the
Examination, the analysis of against whom compensation claims can be enforced should be
focused on the Applicant's capacity to meet those claims. Not the capacity of any future unknown

party who may be have the benefit of the DCO or have the benefit transferred to them.

292. The Applicant does not have the requisite funds and we have further demonstrated through

this Statement that there is no genuine prospect it will have the relevant funds.

293. Therefore, claimants for CPO compensation will only be able to go against a shell company
that is Aquind Limited, who has no funds and has no reasonable prospect of securing the requisite
funds.

294, We note the Applicant's response in paragraph 12.2 of its Appendix B to the Applicant's

Responses to Deadline 6 Submissions (document reference [REP7-075]) that:

"In this regard it is also relevant that, as is confirmed above at paragraph 8, a guarantee is
now included in the dDCO submitted at Deadline 7 at Requirement 26 within Schedule 2,
which it is considered should provide any assurance required for the SoS that the powers
of compulsory acquisition will not be capable of exercise until it has been evidenced that

the funds required for compensation are satisfactorily secured."

295. For the reasons we set out in Section H of this Statement, the new requirement 26 is no longer

appropriate in light of the Applicant's responses at Deadline 7.
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SECTION H - NEW DCO REQUIREMENT 26 — FINANCIAL GUARANTEE IN RELATION TO LAND
ACQUISITION COSTS

296. The Applicant has failed to satisfy all the relevant tests relating to funding in order to justify

the inclusion of compulsory acquisition powers in the draft DCO.

297. We have demonstrated in this Statement that there are significant funding risks and
impediments to the project, which mean that the requirements of Paragraph 19 of the Planning Act

CPO Guidance are also not satisfied.

298. Paragraph 19 of the Planning Act CPO Guidance states:

" In addition, applicants will need to be able to demonstrate that:

* any potential risks or impediments to implementation of the scheme have been properly managed;
* they have taken account of any other physical and legal matters pertaining to the application,
including the programming of any necessary infrastructure accommodation works and the need to
obtain any operational and other consents which may apply to the type of development for which

they seek development consent.”

299. Our submissions in this Statement present strong reasons why, in light of this, the ExA and

the SoS should act reasonably and remove all compulsory acquisition powers from the draft DCO.

300. The removal of compulsory acquisition powers is a recognised orthodox approach that is

recommended by the SoS in paragraph 16 of the Planning Act CPO Guidance.

301. Paragraph 16 of the Planning Act CPO Guidance provides:

"There may be circumstances where the Secretary of State could reasonably justify granting
development consent for a project, but decide against including in an order the provisions
authorising the compulsory acquisition of the land. For example, this could arise where the
Secretary of State is not persuaded that all of the land which the applicant wishes to acquire
compulsorily has been shown to be necessary for the purposes of the scheme. Alternatively, the

Secretary of State may consider that the scheme itself should be modified in a way that affects the
requirement for land which would otherwise be subject to compulsory acquisition. Such scenarios
could lead to a decision to remove all or some of the proposed compulsory acquisition provisions

from a development consent order. "
302. The only rational action the ExA can now take would be to recommend that the SoS removes

all compulsory acquisition powers from the DCO, and that the EXA also removes requirement 26
from the draft DCO (document reference [REP7-014]).
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303. The new Requirement 26 that has been inserted by the Applicant into Schedule 2 of the draft
DCO (document reference [REP7-014]) states:

"Guarantees in respect of the payment of compensation etc.

26.—(1) The authorised development landwards of MHWS must not be commenced and the
undertaker must not exercise the powers in articles 20 to 36 until:

(a) subject to paragraph (3), security of £4.97 million has been provided in respect of the
liabilities of the undertaker to pay compensation to landowners in connection with the
acquisition of their land or of rights over their land by the undertaker exercising its

powers under Part 5 of this Order; and

(b) the Secretary of State has approved the security in writing.

(2) The security referred to in paragraph (1) may include, without limitation, any one or more of
the following:

(a) the deposit of a cash sum;

(b) a payment into court;

(c) an escrow account;

(d) a bond provided by a financial institution;

(e) an insurance policy;

(f) a guarantee by a parent company or companies of the undertaker;

(g) a guarantee by a person of sufficient financial standing (other than the undertaker).

(3) The Secretary of State is to have no liability to pay compensation in respect of the

compulsory acquisition of land or otherwise under this Order. "

304. The inclusion of requirement 26 in the draft DCO [REP7-014] however assumes that
compulsory acquisition powers are included within the draft DCO. If there are no compulsory
acquisition powers in the draft DCO [REP7-014] , there is no need for requirement 26.

305. Requirement 26 also only works where the Applicant has certainty over what the potential
land acquisition costs could be. We have demonstrated at Section E to this Statement (which is
backed by the expert evidence attached at Appendices 7 and 8 to this Statement), that there is no
certainty over what the real land acquisition costs could be as it is not proved that the Applicant has
fully taken the effect of Article 30(4) into account, and also if commercial telecoms is included within
the authorised development. We have shown that it is actually nearly impossible to know at this
stage of the Examination what the land acquisition costs could be. There no certainty. Therefore, a
‘grampian style' requirement such as requirement 26 cannot work because it requires certainty over
the acquisition cost. Neither we nor the Applicant know the correct figure for land acquisition costs,

only that it is significantly higher than £4.97m.
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306. At the time the Affected Party suggested to the ExA that a requirement along the lines of the
new requirement 26 in the draft DCO [REP7-014], it was suggested as a 'fall back' position. The
Affected Party only promoted a requirement similar to requirement 26 because at that time, the
Affected Party had thought the Applicant may have some funds currently it could apply towards

compulsory acquisition costs.

307. However, as the Applicant has submitted at Deadline 7 that it in fact does not have any funds
to cover compulsory acquisition costs and that its Exemption Request (referred to for the first time
by the Applicant as containing relevant financing information) confirms that all compulsory
acquisition and project costs will be secured by future project finance, there is no reason at this

point in the Examination why any compulsory acquisition powers should be granted to the Applicant.

308. It was only at Deadline 7 (with only 5 weeks left for the Examination to run, as the Applicant

made late submissions) that the true funding picture has emerged.

309. Important funding information contained in the Applicant's May 2020 Exemption Request (a
copy of which attached at Appendix 1 to this Statement) was only referred to in detail by the
Applicant for the first time at Deadline 7 in response to direct questions on funding. The Applicant
only referred the EXA to section 4.5 of its Exemption Request in response to question CA2.3.6 on
page 1-17 of the Applicant's Responses to the ExA's Second Written Questions (document
reference [REP7-038]).

310. The Applicant's ability to fund the entire scheme, including compulsory acquisition costs, also
changed on 28 January 2021 due to the joint announcement by Ofgem and CRE in relation to the
non-availability to AQUIND Limited of the Exemption process under EU Regulation 2019/943.

311. The effect of the statements contained the Exemption Request and the joint announcement
by Ofgem and the CRE on 28 January 2021, was to significantly change how the Applicant's
Deadline 6 Funding Statement [REP6-021] should be interpreted.

312. The Applicant's funding case has now completely changed in the Affected Party's mind.

313. The Applicant's Deadline 6 Funding Statement [REP6-021] is not accurate and should not be
relied upon as it does not take into proper account the important statements on funding in the
Exemption Request and the ramifications of the non-application of the Exemption to the Applicant

under Regulation 2019/943.

314. To assist the EXA and the SoS, the Affected Party has itself produced an updated version of

the Applicant's Funding Statement, to reflect what the Applicant should have actually disclosed.
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315. A copy of the updated funding statement is attached at Appendix 9 to this Statement.

316. The Affected Party invites the ExA to direct the Applicant to enter into a statement of common

ground with the Affected Party in relation to the updated funding statement attached at Appendix 9

to this Statement.

317. The effect of the above (including the revised funding statement at Appendix 9 to this

Statement) means that the only rational and reasonable course of action available to the ExA is to

remove all compulsory acquisition powers from the draft DCO, and also remove requirement 26.

318. The Applicant:

a. Has significantly underestimated the calculation of CPO compensation;

b. Has not provided any evidence to show it currently holds funds to cover the correct
amount of land acquisition costs;

c. Has through its own responses at Deadline 7 reinforced and strengthened our
arguments that there is no genuine prospect of funds becoming available within the
relevant statutory period to cover land acquisition costs;

d. Is merely relying on generic political statements relating to interconnectors, and generic
market analysis and subjective expectations of theoretical sources of funding becoming
available at some unknown point in the future for projects of this type, as opposed to
in relation to this specific project.

e. Is promoting a purely speculative scheme.

319. The fact that there may be further evidence but that it is "commercially sensitive" does not

mean that the ExA assumes there is a funding case. The EXA and SoS must decide on whether to

grant compulsory acquisition powers based on the evidence before it during Examination. If

information cannot be disclosed, then for the purposes of Examination, that information does not

exist.
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SECTION | = Response to Appendix B of the Applicant's Responses to Deadline 6 Submissions
(document reference [REP7-075])

320. The Affected Party recognises the helpful albeit tardy engagement of the Applicant with its
position in relation to funding, notwithstanding the absence of evidence from the Applicant about
how it will fund the taking of the Affected Party's land, against the Affected Party's will.

321. The Affected Party also remains mindful that the onus remains exclusively on the Applicant
to justify the taking of land belonging to the Affected Party against its will (as established by the
Prest case).

322. With respect to the sections of Appendix B of the Applicant's Responses to Deadline 6
Submissions that the Affected Party has not already addressed elsewhere in this Statement, the

AP responds summarily as follows.

323. The Affected Party recognises that much of the content of Appendix B [REP7-075] is rhetoric,
arm waving, and the Applicant's mischaracterisation of the Affected Party's submissions and
obfuscation, in order to avoid meeting the onus that remains on the Applicant to satisfy the ExA
and SoS that the compulsory acquisition powers it seeks are rationally justified.

Section 2 of Appendix B [REP7-075] - the tests to be applied to the land to be acquired

324. It remains for the Applicant to demonstrate objectively to the ExXA that the scope of each of its

draft DCO terms is matched by objective evidence.

325. This is because the DCO supplies the purpose for which compulsory acquisition powers are
sought.
326. An example of an extra statutory purpose is the promotion, outside of the express fields

provided for by parliament, of " for commercial telecommunications" of development surprisingly
included within the application before the EXA notwithstanding that the Applicant's own evidence
demonstrates that such a purpose is unrelated to the electricity generating development of the

application.

327. It remains for the Applicant to limit the wide terms of its DCO to match the evidence and

purposes within the scope of the PA 2008.

328. The AP welcomes the acceptance by the Applicant in paragraph 2.2 of Appendix B [REP7-
075] that the draft DCO in due course "would be law".
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329. We refer above to our submissions relating to the proper interpretation of the scope of those
terms, including in the criminal context of the PA 2008 regime for DCO terms, and there being
drawn originally before the EXA so as to ensure least intrusive effect in relation to the land of the
Affected Party (see our references in earlier parts of this note to the cases of Garvey, Prest and

Sainsburys).

330. The Affected Party also notes in paragraph 2.4 of Appendix B [REP7-075] the reliance by
the Applicant upon the widely drawn terms of Article 20 rather than the bespoke refinement of its
terms to match this particular interconnector project in relation to the particular land of the AP. The
reliance by the Applicant on general terms and upon other DCOs for such general terms cannot
satisfy the presumption against least intrusive terms in relation to this particular application and the
particular land of the Affected Party. It is difficult to see how the powers under other DCOs in relation
to other geographical parts of the UK can have any relevance to the particular circumstances of the
AP's land or that of other affected parties' land. The Affected Party's position is that the presumption
referred to in the Sainsburys case remains unrebutted by the generality of the Applicant's position.

Section 3 of Appendix B [REP7-075] - powers of compulsory acquisition in relation to the yellow land

331. The Affected Party welcomes the removal of ambiguity by the envisaged refinement to the
draft DCO.

Section 4 of Appendix B [REP7-075] — statutory period for the exercise of compulsory acquisition
powers following the order being made

332. The Affected Party notes that the Applicant has misunderstood the points being made.

333. The absence of any long stop to the exercise of draconian powers under the DCO results to
mean that the beginning of the authorised development coupled with a subsequent temporary
possession of a small part of land within the Order Limits could result in perpetual availability of
draconian compulsory acquisition powers in relation to the rest of the Order Limit land area (see
the decision in the case of Garvey).

334. Such ambiguity needs to be curtailed by an express time limit on the use of ALL compulsory
acquisition powers within the Order Limits within an express period of the first power being so

exercised.
335. We recognise that the Applicant's rhetoric in paragraph 4.2 of Appendix B [REP7-075] seeks

to preserve the availability of that ambiguity in the context of it being able to rely on that ambiguity

in the event of a criminal prosecution for apparent breach of the Order terms by the Applicant.
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336. If the Affected Party is wrong in its analysis, we would welcome the ExA identifying the express
provision that limits reliance on any and all CPO powers after 5 years from the first taking of

temporary possession by the Applicant of any piece of land inside the Order Limits.

Section 5 of Appendix B [REP7-075] — scrutiny of the compulsory acquisition order powers and the

extent of the land to which they apply

337. The Affected Party welcomes the acceptance by the Applicant that the onus remains on it to
exclusively justify its DCO and its compulsory acquisition powers, and that it is for the ExXA and the

SoS to be rationally satisfied that the section 122 Planning Act 2008 tests are satisfied.

338. The position of the Affected Party remains that these compulsory acquisition powers and the

tests in section 122 Planning Act 2008 tests cannot be, and are not satisfied in relation to its land.

339. The Affected Party notes the subversion by the Applicant in paragraph 5.3 of Appendix B
[REP7-075] of the section 122 Planning Act 2008 tests by introduction of a "test of necessity" in
place of the express tests in section122 and which are preceded by the phrase "only if". The

Applicant cannot dilute the section 122 tests into a test relating to need.

340. Section 122 Planning Act states:

"(1) An order granting development consent may include provision authorising the compulsory
acquisition of land only if the [Secretary of State] is satisfied that the conditions in subsections (2)
and (3) are met.

(2) The condition is that the land—

(@) is required for the development to which the development consent relates,
(b) is required to facilitate or is incidental to that development, ...

(3) The condition is that there is a compelling case in the public interest for the land to be acquired

compulsorily."
341. Paragraph 9 of the Planning Act CPO Guidance recognises that the absence of demonstration
"that there is a reasonable prospect...." informs whether or not sections 122(2) and (3) can be

"conclusively" satisfied. That is, the absence of a reasonable prospect... can preclude satisfaction

of those statutory conditions. The Affected Party's position is that that is the case here.

342. It further follows that this application is an application that falls within the requirement in
paragraph 16 of the Planning Act CPO Guidance which relates to removing compulsory acquisition

powers from the draft DCO.
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343. Paragraph 16 of Planning Act CPO Guidance states:
"There may be circumstances where the Secretary of State could reasonably justify granting
development consent for a project, but decide against including in an order the provisions
authorising the compulsory acquisition of the land. "

344, On this basis, the SoS can reasonably justify granting development consent for this project,
but decide against including the provisions authorising the compulsory acquisition of the land in
the draft DCO [REP7-014].

Section 6 of Appendix B [REP7-075] — test to be applied in relation to funding

345. The Affected Party notes that the Applicant has mischaracterised the Affected Party's position.

346. The Affected Party draws the ExA's attention to paragrpahs 9, 19 and 16 and 17 of the
Planning Act CPO Guidance (a copy of the Guidance is attached at Appendix 6 to this Statement).

347. Contrary to paragraph 6.3 of Appendix B [REP7-075] where the Applicant asserts that "it is
not necessary" to "have secured all funds”, the terms of paragraph 9 and paragraph 17 of the
Planning Act CPO Guidance require demonstration by the Applicant as to "how it will be funded”

the "it" being " compulsory acquisition” (see paragraph 17).

348. Further, unlike the Town and Country Planning Act 1990 guidance on CPO, paragraph 9 of

Planning Act CPO Guidance requires the Applicant to demonstrate "there is" a reasonable prospect

rather than that there will be a reasonable prospect (i.e prospectively).

349. The Affected Party refers the ExA to satisfaction of that test by other successful DCO
applications where funding statements and related executed documentation has been before the
Exa and Sos during the examination period, so as to rationally entitle the decision makers to be

satisfied that "there is" such a reasonable prospect as opposed to there is a desire that there is a

reasonable prospect.

350. The Affected Party notes the rhetorical arm waving in paragraph 6.3 of Appendix B [REP7-
075] by the Applicant.

Section 8 of Appendix B [REP7-075] - availability of funds to meet the estimated compulsory acquisition

costs

351. The Affected Party welcomes the concession by the Applicant (albeit tardily), that requirement
26 is necessary so as to safeguard the land of the Affected Party from being compulsorily acquired

in the absence of currently available funds to the Applicant.
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352. The Affected Party regrets that it has had to make its objection to as to secure that requirement
as a minimum and that the original inclusion of such a type of requirement may have avoided the
need for it object.

353. Consequently, the Affected Party anticipates applying for the costs of its objection for the

taking of its land against its will in the absence of available funds as this time.

354, However, since the helpful inclusion of Requirement 26 into the draft DCO [REP7-014], two

further factors have come to light.

355. Firstly, the figure of £4.97m stated in paragraphs 5.5 and 5.6 of the Applicant's Deadline 6
Funding Statement [REP6-021] (a copy of which attached at Appendix 2 to this Statement) is
irrational and there is a gap in the evidence of how much higher the figure should be because it has

incorrectly estimated by the Applicant — please see Appendices 7 and 8 to this Statement.

356. Secondly, following the widely publicised establishment of the transition period at the end of
2019, and its foreseeably expected conclusion at the end of 2020 with the logical outcome that the
United Kingdom would no longer qualify as a member state thereafter, the prerequisite to a viable
interconnector project has since been removed.

357. Pages 15 and 16 of the Applicant's Exemption Request (a copy of which is attached at
Appendix 1 to this Statement) state in section 4.5 that:

"Without the flexibility provided by the exemptions requested in this Request for Exemption,

AQUIND Interconnector will not be able to_attract non-recourse debt finance or_equity.

Furthermore, if particularly onerous conditions are imposed as part of the exemption, the lender’s
margin, and therefore the cost of the project, will increase. This may make it non-viable for AQUIND
to proceed. AQUIND is not in a position to finance the Project on “balance sheet” as national TSOs

and utilities may be in a position to do."

"As AQUIND is unable to operate an interconnector in France without an exemption, the exemption
length will be linked to the expected debt repayment period, incorporating at least 5 years additional

headroom. The exemption is therefore required for a period of time that exceeds the term of the non-
recourse debt by a safe margin. It would ensure that the project is able to address the following risks:

»  Actual terms and conditions of financing — given uncertainties affecting exchange and
interest rates, which stem from Brexit and other political and macro-economic factors,
AQUIND will be able to finalise its financing package at the point of Final Investment
Decision. At this stage, AQUIND requires an appropriate amount of flexibility to make
prospective investors comfortable.

»  Market conditions as discussed in this Request for Exemption.

»  Programme and cost risks of the project as discussed in this Request for Exemption.
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As an exempt investor with no financial support, any project delay will increase the project cost and
delay revenue recovery. AQUIND, and its shareholder, are therefore strongly incentivised to minimise
project delays. Rather than setting the start of the exemption period at this stage, AQUIND requests
that the exemption start date is aligned with the actual full commissioning date of the project.

358. We respectfully refer the ExA to the joint decision of Ofgem and CRE made on 28 January
2021 confirming the inapplicability of the current exemption regime because the UK could not in
fact satisfy that the related criteria for engagement of that regime. Please see Appendix 10 to this

Statement which attaches a copy of a note we have produced on the effect of this announcement.

359. The current position is there is no applicable equivalent 'live' exemption regime in the UK
that AQUIND Limited has applied to. The note at Appendix 10 to this Statement explains why this

is the case, in detail.

360. Given this position was foreseeable for some time by the Applicant, the Affected Party
anticipates making an application for costs for its objection because on its own evidence on page
15 of section 4.5 of its Exemption Request, the Applicant "will not be able to attract non-recourse
debt finance and equity" and "...AQUIND is unable to operate an interconnector in France without

an exemption”.

361. The Affected Party's position aligns with its consistent representation to the ExA. This is firstly
because this is a case to which paragraph 16 of the Planning Act CPO Guidance applies where
the SoS could and here must decide against including compulsory acquisition powers because the
risks referrred to in paragraph 19 of of the Planning Act CPO Guidance (legal impediments to the
implementation of the project) now result in impediments to implementation. This is secondly
because the evidence shows that regrettably, although not the original intention of the Affected
Party, the circumstances have resulted in the project itself being rendered unviable and therefore

the purpose of the compulsory acquisition appears now have gone.

362. Contrary to paragraph 8.4 of Appendix B [REP7-075], the relevant test terms are set out in
section 122 Planning Act 2008. We note that the gloss by which the Applicant seeks to subvert
that statutory test. For example, the Applicant states " the guidance advises that there should be a
reasonable prospect.... becoming available". The Affected Party notes that this may be the
misconceived route of the Applicant's approach to seeking to satisfy the ExA and SoS that

compulsory acquisition powers are justified.
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363. As the SoS makes clear in paragraph 9 of Planning Act CPO Guidance, the reasonable

prospect test must be proved in terms of actual availability of the requisite funds, not prospective

availability. This is evidenced by the use of the words "there is". Paragraph 9 states:

"The applicant must have a clear idea of how they intend to use the land which it is proposed to
acquire. They should also be able to demonstrate that there is a reasonable prospect of the
requisite funds for acquisition becoming available. Otherwise, it will be difficult to show conclusively
that the compulsory acquisition of land meets the two conditions in section 122 (see paragraphs
11-13 below). "

364. The Applicant is not entitled to re-write the Planning Act CPO Guidance to suit its approach,

and neither is the ExA entitled to do so.

365. It is difficult to see how reliance on the vagaries of the market place subsequently considering
a project can have any rational bearing on consideration beforehand on whether "there is" such a

reasonable prospect.

Section 9 of Appendix B [REP7-075] - whether funding for compulsory acquisition costs is already

secured

366. The Affected Party welcomes the concession in paragraph 9.2 that "the monies secured to
date [ 28 Jan 2021] from its current investors do not include the costs associated with compulsory

acquisition”.

367. The Affected Party expresses its incredulity that the Applicant has affirmed (and only as
recently as 28 Jan 2021) that it embarked on proposals for CPO — the taking of another party's land
against its will — without, currently, "the costs associated with compulsory acquisition".

368. The Applicant's accounts attached to the Deadline 6 Funding Statement [REP6-021] showed
that the Applicant had approximately £1m in the bank/ cash to hand. It was only at Deadline 7 that
the Applicant has affirmed it does not have any money to cover land acquisition costs. In addition
to this, the Applicant is no longer able to secure the exemption it states it needs in order to attract

project finance funding to cover compulsory acquisition costs and the costs of the entire scheme.
369. In light of that affirmation, and reinforced by the removal of the availability of the exemption,

the SoS can only rationally decide against including compulsory acquisition powers in the draft DCO
[REP7-014].
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370. The Affected Party notes that Portsmouth City Council concurred with its analysis in relation

to para 9 at the CAH2 and its subsequent representations to the ExA.
371. The Affected Party would like to expressly record its considerable surprise that the Applicant
from the outset has been in fact promoting a wholly speculative DCO and a wholly speculative

compulsory acquisition powers, which is a wholly unorthodox approach.

372. In essence the application appears to have been made prematurely to available funding or an

executed framework guaranteeing funding.
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CONCLUSIONS

373. The Applicant is clearly grasping at straws and cannot provide any evidence that there is a
reasonable prospect of funds, and certainly not to any of the comparable standards of information
provided by previous DCO applicants — please see Appendix 1 to our Statement on Funding
submitted at Deadline 7 which provides examples of previous DCO applicants who had far more
concrete evidence that they actually held more funds than this Applicant does, but yet even that

was not enough to satisfy the Secretary of State.

374. In this particular situation, as the Applicant has absolutely no substantive evidence of there

being a reasonable prospect of funds becoming available.

375. This is a completely speculative project being promoted by a shell company that is relying on
statements of Government intent in White Papers rather than supplying concrete evidence. It would
therefore be irrational should ExA recommend to the Secretary of State that compulsory acquisition

powers should be granted in relation to the Affected Party's' land.
376. It would also be irrational for the Secretary of State to consent to the authorisation of

compulsory acquisition powers under Section 122 of the PA 2008 of any draft CPO provisions in
the current draft DCO.
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APPENDIX 1

Redacted version of Section 4 of the Exemption Request
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4 Project description

4.1 Introduction

This section of the Request for Exemption:
» Introduces the AQUIND project promoters.
» Provides a technical description of the Project.

»  Summarises the project ownership and commercial arrangements, including the proposed
financing structure and the supply chain strategy.

»  Sets out the project plan and timelines.

4.2 AQUIND Interconnector project developers

AQUIND Interconnector is being promoted by AQUIND SAS (France) and AQUIND Limited (UK) and
their 100% holding company AQUIND Energy Sarl in Luxembourg — referred to throughout this
document as “AQUIND”. AQUIND has been actively working with a range of parties to develop the
Project since 2014 and is supported throughout by a delivery focussed and committed project team.
AQUIND is not affiliated with any other business involved in production, transmission, distribution or
sales of either electricity or gas in any of the Member States or states — members of the European
Economic Area (“EEA”). The development of AQUIND Interconnector is the sole business of AQUIND.

The project team has previous experience in the energy sector, including oil and gas and offshore
engineering, construction and procurement. AQUIND has selected a group of experienced specialist
advisors to assist its core management team including consultant engineers (WSP), economic and
policy advisors (Baringa, FTI), legal advisors (Herbert Smith Freehills), network/system modelling
advisors (Consentec and Tractebel), and planning and land experts both in England (WSP, Natural
Power) and France (Arcadis, Natural Power).

4.3 Technical description

This section sets out a summary of the technical specification and planned connection locations of
AQUIND Interconnector in both GB and France, along with the rationale behind the choice of
technology, the map of the planned route, as well as information on the technical losses and project
lifetime.

AQUIND has undertaken detailed technical analysis to ensure the project is technically feasible. This
has included extensive engagement with the national TSOs, NGET and RTE, to ensure appropriate sizing
and location of the connections to the national transmission systems. Throughout the project,
AQUIND has been advised by leading technical advisors. A full technical overview of the project and
key technical decisions has been provided in Exhibit 8, and is summarised in this section of the Request
for Exemption.
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Figure 4-1 Overview and key components of AQUIND Interconnector
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Table 4-1 summarises the key technical characteristics (both onshore and offshore) of AQUIND
Interconnector.

Table 4-1 Summary of AQUIND project characteristics

Project characteristic

Transmission cables Capacity: 2,000 MW (net of losses)

Configuration: two independent symmetrical monopole HVDC links

DC voltage: 320kV

AC voltage: 400kV in both France and GB

Technology: XLPE

Approximate submarine HVDC cable route: 182km (landfalls at

Eastney and Pourville)

» Approximate HVDC cable route in France: 36km (landfall to converter
stations)

» Approximate HVDC cable route in the UK: 20km (landfall to converter
stations)

» Approximate HVAC cable route: <3km (converter stations to TSO
substations at Lovedean and Barnabos).!

vV|v v vV v Y

Routing

1 The HVAC cable from AQUIND Converter Station (G.RUE) to the RTE switching station Barnabos (< 2 km) will be
installed and maintained by RTE. This is because the French Energy Code, Articles L. 121-4 and L. 321-6, entrust
the development, construction and operation of interconnectors solely with RTE.
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Converter stations » Two converter stations (GB and France), access road to each, and
ancillary infrastructure
Rating: 2,075 MW

» Technology: VSC (Voltage Source Converter)

Based on the dual monopole topology of the scheme and associated

length of DC and AC cables the system availability is expected to be

98%. Further information can be found in Exhibit 8 — AQUIND

Feasibility Opinion.

Additional features » Telecommunications: Fibre optic data transmission cables (one per
circuit) and ancillary infrastructure at the converter stations and the
landfall (GB and France)

» Lifetime: assumed lifetime of 25 years (technical lifetime >40 years)

System availability

v

4.3.1 Cables

4.3.1.1 Cable description

Both the AC and DC cables will be polymerically insulated using cross linked polyethylene (XLPE) with
either copper or aluminium.

XLPE cables are the leading high voltage cable technology. They are solid-type cables that do not
contain gases like gas insulated cables or liquids like mass impregnated cables. This means that there
is no risk of leaking such gases or liquids into the environment. It is generally recognised that XLPE
cables are inert to the environment and this technology has the least environmental impact among
commercially available high voltage cable technologies.

Figure 4-2 AQUIND Interconnector XLPE cable

Steel wire armouring Insulation material
(marine cable only) ) (cross linked polyethylene)

) ) High voltage, current
Metallic sheath 4l : :
(lead alloy) H carrying core (copper
or aluminium)

Outer yarn serving A, Insulation layers
(polypropylene)ing (polyethylene)

4.3.1.2 Choice of cable capacity and configuration

AQUIND Interconnector will comprise two independent symmetrical monopole HVDC links (“poles”),
as shown in Figure 4-3 below. This is to ensure that no single fault results in a complete loss of the
capacity. The two symmetrical monopoles will be fully self-sufficient in terms of control systems,
protection systems, auxiliary power supplies and cooling systems providing redundancy to the system.
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Each pole will have the export capacity of 1037.5MW and the import capacity of around 1000MW, net
of transmission and conversions losses, which are described in more detail in Section 4.3.4. Such an
arrangement provides at least 50% power availability under all credible scenarios, as the two poles are
designed to be completely electrically independent, with no overlapping equipment or services.
Throughout this document, the Project’s capacity is referred to as 2000MW.

Figure 4-3 AQUIND symmetrical monopole design

SclL_ 320KV oc
:Q: AC 320KV AC :Q:

AC AC

-320 kv

RTE 400kV bus National Grid 400kV bus
(Barnabos) (Lovedean)

The selection of the project capacity was made based on the market assessment together with
technological and grid constraints appraisal in France and the UK. There are limitations imposed by
the national TSOs based on the size of any individual block of power that the AC network can
accommodate should there be a sudden loss of that power. These are defined as infeed-loss limits.
For AQUIND the limiting factor is the island GB transmission system, which can withstand a 1320MW
power loss on a routine basis (up to several time per year), and up to 1800MW loss on a less frequent
basis.? The limitations on the larger continental synchronous grid are much higher.

During the feasibility phase in 2015 AQUIND considered the option to build a 1320MW monopole, or
two 1320MW monopoles or an 1800MW bi-pole. Early discussions with manufacturers indicated
challenges with this cable size, suggesting that each of these solutions would require cutting edge and
untested designs to achieve the required transmitted power and DC voltage. The only currently
operational interconnector between GB and France (IFA) also has a capacity of 2,000MW, which
includes 2 sets of 2 cables (bi-poles) of 500 MW each.

AQUIND Interconnector ultimately selected a twin symmetrical monopole configuration over a bi-pole
due to better supply chain readiness and the present technology level. A detailed assessment of the
technology choice is provided in Exhibit 8 of this Request for Exemption (AQUIND Feasibility Opinion).

4.3.1.3 Choice of cable voltage

AQUIND has selected a DC voltage of 320kV, which, at the time of the decision, represents ‘state of
the art’ VSC technology. It also represents the highest commercially available voltage for XLPE cables.
All major manufacturers of HVDC equipment had projects in construction or operation of this
power/voltage class and were therefore comfortable to support the AQUIND scheme at this level.

2 These limits are defined in National Grid Electricity Transmission Security and Quality of Supply Standard,
(SQSS), Issue 2.2, dated 5th March 2012. This defines normal infeed loss risk as 1320MW and infrequent infeed
loss risk as 1800MW. Both limits became active in April 2014.
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4.3.1.4 Cable route

Underground HVDC cables will connect each converter station to the coast, between which a
submarine HVDC cable will run from Eastney in Portsmouth, Southern England, to Pourville in
Normandie. The converter stations will be connected to their respective substations by HVAC cables.
The breakdown of the cable route is set out in Table 4-2.

Table 4-2 Breakdown of cable route

Approximate

Cable Route Cable type
Length

Barnabos 400kV switching station to French converter

station 2 Ac
French Converter station to Pourville 36 km DC
Submarine cable 182 km DC
Eastney to UK converter station 20 km DC
Converter station to NG 400 kV sub-station <1 km AC
Total 240km

The planned route for AQUIND Interconnector is shown in Figure 4

Figure 4-4 Indicative cable route
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AQUIND carried out detailed environmental impact assessments of all elements of the cable route,
which are now under consideration by the National Planning Inspectorate in the UK and relevant
authorities in Normandy. The following subsections set out the approach to installing the subsea and
terrestrial cables.
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4.3.1.5 Marine Cable installation

The design and installation of marine cables is not only focussed on delivering the required power but
also on reducing the risk of damage from the sea environment and anchors. To reduce environmental
risks, XLPE technology has been selected. To reduce the risk of physical damage the marine cables are
designed with steel wire armour surrounding the internal parts of the cable.

Further risk mitigation measures include burying the cable within trenches excavated into the sea
floor. Where the cable cannot be buried due to trenches not being able to be excavated, the cable will
require protection with the installation of concrete mattresses or rock placement over the cables.

Cable installation will be undertaken by purpose-built vessels which carry many kilometres of cable.
The cable is stored on the vessel within a carousel which unreels the cables for laying onto the sea
floor. Remotely operated underwater vehicles (ROV) then install the cable into excavated trenches,
or if trenching is not possible, cover the cables with protective concrete mattresses or rock.>

In 2017-2018, a specialist marine survey company MMT undertook, on behalf of AQUIND, an offshore
geophysical and geotechnical survey campaign that confirmed feasibility of the proposed marine cable
route. The conclusions of the report have been previously made available to CRE and Ofgem.

4.3.1.6 Terrestrial cable installation

A cable supplier selected by AQUIND via a competitive tendering process will be responsible for the
installation of terrestrial DC cables which will run between the converter stations and the landing
point. AQUIND will aim, where possible, to install terrestrial DC cables within roads or on road verge
in order to avoid and/or minimise environmental impact. At the landing points and other locations
where required, the Horizontal Direct Drilling technique will be utilised.

In GB, for the AC connection between the converter and Lovedean substation, there will be two AC
cables circuits, each comprising three cables. Consequently, these cables will require a wider corridor
than the DC cable and will mostly be installed through private lands. The AC cable route length will be
minimised as far as practicable. In GB, design, installation and maintenance of the AC cables will be
performed by the National Grid at the cost to the Project Promoter.

In France, design, installation and maintenance of the AC cables will be performed by RTE at the cost
of the Project Promoter.

4.3.2 Converter stations

4.3.2.1 Choice of HVDC technology and converter stations

AQUIND Interconnector will use Voltage Sourced Converter HVDC technology to connect the French
and GB transmission systems.

HVDC technology provides a number of advantages compared to AC technology. It has much lower
cable losses over a long distance and requires fewer cables for an equivalent power.

3 Cable damage during installation might call for expensive and time-consuming repair operations, during which
the damaged pole(s) will be unavailable to the market. Once installed typical hazards to cables may be man-
made (such as damage from fishing gear, ships anchors, dredging and dumping activity, impact of existing or new
cables and pipelines, military activity or oil and gas exploration or production activities, etc) or natural such as
erosion and sedimentation, hard substrates, sediment mobility and high current regimes.
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However, as both transmission networks use conventional Alternating Current (AC) technology, the
Project will require the construction of two HVDC converter stations in order to convert AC to DC and
vice-versa at the remote ends. One converter station will be in England, within 1km of National Grid’s
Lovedean substation, and the second will be in France, less than 2km from RTE’s Barnabos switching
station.

4.3.2.2 Choice of VSC technology

There are two commonly used variants of HVDC technology: Line Commutate Converter (LCC) and
Voltage Source Converter (VSC) technology. AQUIND Interconnector has chosen the VSC technology,
due to a number of technical advantages over LCC, including lower harmonic emissions, black start
capability and a reduction in the site footprint requirement. The VSC technology typically allows very
rapid change of flow and direction as well as reactive power, which is valuable to system operators
when managing grid stability. VSC is also currently the preferred HVDC technology for applications in
Europe.

VSC technology will enable AQUIND Interconnector to provide voltage control, frequency control and
black start capability services to both National Grid and RTE. Provision of these ancillary services can
help strengthen the quality and security of supply of both networks.

AQUIND does not anticipate that revenues arising from the provision of ancillary services will be
material in the context of its overall revenues from AQUIND Interconnector. AQUIND is in discussions
with National Grid and RTE in relation to mandatory and commercial ancillary services the TSOs might
require, and the future commercial arrangements for providing such services.

AQUIND previously sought views from National Grid and RTE on the most recent valuation of the
benefits that AQUIND is expected to provide from an ancillary services perspective, but neither of the
two TSOs were able to provide any quantitative estimates of the potential value of ancillary services.

A detailed assessment of the technology choice is provided in Exhibit 8 of this exemption Request
(AQUIND Feasibility Opinion).

4.3.3 Sub-station connections

4.3.3.1 Grid connection

Due to the large connection size of 2075MW, AQUIND Interconnector will connect at the highest
available voltage level, which is 400kV in both countries.

In France, AQUIND signed a technical and financial connection proposal (Proposition Technique et
financiére or “PTF”) with RTE on 06 March 2017 for a connection to the Public Transmission Network
with a maximum import capacity of 2000MW and a maximum export capacity of 2075MW. The PTF is
conditional on the grant of an exemption (as requested in this document) and no alternative grid
connection route for independent non-RTE interconnectors currently exists in France.

In GB, AQUIND accepted National Grid Electricity Transmission's "non-firm" 2000MW connection offer
for either import or export scenarios in June 2016. In March 2018 AQUIND signed a Modification Offer
with National Grid to adjust the total UK export capacity to 2075MW to ensure that the transmission
loss adjusted import capacity of the interconnector is the same in both directions.

National Grid will undertake connection works at their Lovedean substation, including building two
new bays for AQUIND and reinforcement works within the Transmission system. National Grid will also
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build two AC cable circuits between Lovedean substation and AQUIND converter station and will carry
out operation and maintenance support of the GB AC connection throughout the project life. The cost
of these works as well as the operational and maintenance costs in respect of the GB AC connection
will be paid by AQUIND.

AQUIND is in the process of discussing a further modification to its connection agreement to take into
the proposal of the National Grid to carry out the construction works in respect of the GB AC
connection.

During the non-firm offer period National Grid may curtail AQUIND Interconnector due to planned and
unplanned outages in certain parts of the grid without financial compensation. The curtailment of
AQUIND in GB due to the planned outages can only occur between April and September and the level
of curtailment will be known once such outages are scheduled by the National Grid. Based on historical
average circuit date and the estimated time circuits may be out of service due to non-scheduled
outages (faults) National Grid has calculated the probability of forced outages of AQUIND
Interconnector due to unplanned faults to be jj§] hours per year which is around 0 % per year.
National Grid may perform further assessments of the probability of forced outages as part of their
routine procedures.

4.3.3.2 Barnabos Substation

Following feasibility studies conducted by RTE in 2016 and initial landfall/cable route desktop studies,
Barnabos 400 kV switching station was identified as the preferred point of connection to the French
transmission network. Other connection locations (Penly substation, Le Havre substation, new
substation on Havre — Rougemontier) were discounted because of constraints on the surrounding
electrical network, technical and environmental constraints, and considerably longer DC cable route
options.

As a result, AQUIND will connect into the Barnabos 400 kV substation in Haute Normandie. RTE will
construct two new 400 kV bays to accommodate connections from the French AQUIND converter
station.

» In March 2017, AQUIND signed a Technical and Financial Proposal (PTF) with RTE for the
connection to Barnabos switching station.

» InJuly 2018, WSP completed initial converter station optioneering report which identified
land opposite Barnabos switching station as a preferred location for the converter station.

The connections will be made using relatively short lengths of AC underground cables. RTE will
construct these cables (which will terminate inside the AQUIND converter station), as well as
connection bus bars at AQUIND’s substation, and carry out all necessary works and improvements at
Barnabos substation. The costs of this work will be paid by AQUIND. No wider reinforcements of the
French grid are envisaged by RTE to accommodate the connection.

4.3.3.3 Lovedean Substation

The choice of the connection point in GB has been informed by a bespoke feasibility study produced
in 2015 by the GB TSO, National Grid Electricity Transmission (“NGET”). This study identified potential
connection locations to the GB electricity transmission grid as well as the associated constraints and
cost. NGET identified only two practically possible connection locations out of the assessed existing
400 kV substations on the South Coast of England — Lovedean and Bramley. Following a further
assessment, National Grid’s cost-benefit analysis showed that the most optimal scenario was for an
interconnector with a capacity of 2,000MW connecting to Lovedean substation. It demonstrated that
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from a cost perspective and to utilise efficiently available connection points on the South Coast of
England, a connection at a higher capacity is preferred. This formed the basis for the formal Connection
and Infrastructure Options Note, that identified Lovedean as the preferred connection option.

In April 2016, AQUIND conducted a preliminary Converter Station site identification exercise. Potential
Converter Station site locations were identified by placing the existing Lovedean substation at the
centre of an optioneering exercise. In 2017 AQUIND conducted further detailed assessments to ensure
the technical viability of siting the Converter Station in or around the proposed Converter Station Area.
Based on this analysis, two suitable locations were identified: South-west of Lovedean substation
(Option A) and West of Lovedean substation and between the existing 400 kV overhead line circuits
(Option B). In H2 2017, AQUIND conducted a desktop study to inform the environmental constraints
for both options and consulted with the Local Planning Authorities. In 2018, based on the analysis and
assessment undertaken for both Converter Station options and following the input from the LPAs,
Option B was identified as the preferred option.

To accommodate the full capacity of the Interconnector under all conditions mandated by the Security
and Quality of Supply Standards (SQSS), National Grid must undertake reinforcement works within the
400 kV AC network. Until these reinforcement works are completed in Q4 2029, the connection offer
is considered “non-firm”, meaning the System Operator can constrain AQUIND Interconnector with no
compensatory payments. The frequency, duration and severity of constraints will be subject to a
number of variables over which AQUIND has no control, such as the level of generation on the system
and outages on transmission circuits.

4.3.4 Technical Losses

The transmission losses in the underground cables and submarine cables will depend on the route
length, the conductor material used and the cross-sectional area of the conductor. We have, however,
prepared estimates of the transmission losses that we anticipate will occur in full power scenarios on
AQUIND Interconnector. These are shown in Table 4-3 and are based on: (i) the fact that VSC converter
station losses are typically 1.0% of their rating; and (ii) the current AQUIND Interconnector
specifications.

The overall scheme loss is expected to be 75.3 MW, rounded to 75MW. This represents total losses of
approximately 3.6%.
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Table 4-3 Technical line losses

Component Loss (MW)

Converter Station 20.75

DC Marine Cables 13.2
French DC Cables 1.9

GB DC Cables 14

French AC Cables 0.2

GB AC Cables 0.2

Total losses scheme 75.3 MW
Loss per pole 37.65 MW

4.3.5 Inclusion of data cable

As part of the Project, AQUIND will be deploying fibre optic infrastructure for protection and
monitoring purposes. A fibre optic data transmission cable will be installed in a trench alongside and
at the same time with each of the two power cable pairs both offshore and onshore. The spare data
transmission capacity of such cables may be used to transfer data of third parties, providing further
connectivity between France and England.

Up to ] “dark” fibres in each of the two data transmission cables may be available for third-party
access enabling the high data transfer rates of up to [Jjjj] Gbps per fibre pair. The AQUIND fibre optic
transmission link offers a shorter route than some of the existing systems, ensuring the low latency
time of approximately ] ms. The system will be capable of connecting the French and English
shores without the need for amplification by subsea repeaters.

Figure 4-5 AQUIND Interconnector data cable

Wrapping of Water Slotted core Optical
polypropylene yarms Copper tube blocking tape of polyethylene fibers

Slotted core

Galvanized steel wires Polyethylene
covered with bitumen sheath

Installation in the same trench as the power cables and alongside them, together with separation of
the two cable systems, ensures consistent protection against fishing and anchor damage as well as
natural hazards.
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4.4 Ownership and commercial arrangements

This section of the Request for Exemption explains the ownership structure of the Project and the
proposed operating arrangements. We note that the future operating arrangements will be further
developed as the project progresses. AQUIND will keep the NRAs informed of any developments.

4.4.1 Ownership and shareholding

4.4.1.1 Project promoters

AQUIND Interconnector is promoted by:

» AQUIND SAS, société par actions simplifiée, created in accordance with the laws of France
with registration R.C.S. number 808 503 940 and registered address at 72 rue de Lessard
76100 Rouen and;

» AQUIND Limited, a limited liability company under the laws of England and Wales with
company number 06681477 and the registered address at OGN House, Hadrian Way,
Wallsend, NE28 6HL; and

»  AQUIND Energy Sarl, Société a responsabilité limitée, created in accordance with the laws
of Luxembourg with registration number B229924 and registered address at 26 boulevard
de Kockelscheuer, 1821 Luxembourg.

Figure 4-6 AQUIND Interconnector ownership structure

AQUIND Energy Sarl
(Luxembourg)

100%

A

AQUIND Limited

100%

AQUIND SAS (France)

No entities or people involved in the AQUIND company group structure have control over any energy
generator, producer or supplier.

4.4.1.2 Future equity holdings

AQUIND shareholders may consider investing in other assets in the electricity industry in the UK or
France in the future (for example, electricity storage, renewable power generation or marginal
balancing plant).

AQUIND anticipates seeking further equity investment as part of its financing strategy in the future.
AQUIND is currently discussing an equity investment potentially including an entity that holds some
generation assets interest in the UK, French or other European markets. If these investments go ahead,
AQUIND would seek to be compliant with the relevant unbundling regulations and in particular with
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the provisions regarding the “control over an undertaking performing any of the functions of
generation or supply” *

Further information on AQUIND's proposed approach is identified in Section 4.5.

4.5 AQUIND Financing structure

This section sets out AQUIND’s indicative financing plan (Section 4.5.1), followed by a description of
the planned commissioning date (Section 4.5.2).

4.5.1 AQUIND Indicative financing plan

AQUIND Interconnector is the sole business of AQUIND. For these purposes, AQUIND can be
considered a project entity.

AQUIND’s financing strategy is to attract funds to invest in AQUIND Interconnector on a project-finance
basis. Our analysis shows that AQUIND Interconnector can be an attractive business proposition for
project-finance providers, subject to AQUIND being granted appropriate regulatory regimes, including
an Exemption as requested in this Request for Exemption.

AQUIND is being financed at the development stage by private investments. This is the riskiest part of
financing and it is very hard to attract outside investors. Up to the present moment, nearly|Jjjjj have
been invested by AQUIND and its shareholders in the development stage of the Project.

AQUIND will seek further equity funding and non-recourse project financing from wider pools of
potential investors for the construction stage of the Project. The target combination of debt and equity
will be determined through the ongoing discussions around the most efficient investment approach
with potential investors while the Exemption is assessed, but in any case project debt is unlikely to be
less than 50%.

A summary of the indicative financing plan is set out in Table 4-4.

Table 4-4 Indicative financing plan

Source of financing Financial contribution

AQUIND’s own resources » | to date; plus
> [ until FID

Project finance >
> Expected % of capex

Other sources (equity investors) »  Expected .% of capex

The final approach to the financing strategy depends on the details of the regulatory arrangement with
the NRAs, including the form and duration of the Exemption.

The combination of investors may include:

»  Equity providers:

4 Directive 2009/72/EC, Article 9.
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» Non-recourse finance providers:

AQUIND is engaging with various types of the potential investors, at this stage primarily equity
providers, including specialised investment funds, corporate investors, EPCI contractors and high net
worth individuals. These discussions are covered by mutual confidentiality requirements.

Taking into account that a typical ticket size for banks in such project finance deals is around <Jjll}
million, AQUIND expects there would be a syndicate of lenders. While there are not many examples
of fully private interconnectors, recent offshore wind transactions suggest that AQUIND should expect
that term loans would be for at Ieast-years.5 AQUIND may opt for a share of shorter- or longer-term
loans subject to future refinancing after a certain period of time. A precise loan strategy will be
determined through further engagement with debt providers and equity investors, based on the final
regulatory regime applicable in the UK and in France, including the form and the duration of the
Exemption.

Recent transactions involving offshore wind farms also show that if it is possible to confirm a business
case for a project, then it is also possible to attract investors such as infrastructure funds, pension
funds and sovereign funds who have a longer investment horizon than private investors. In offshore
wind it has been achieved through a direct tariff support by Government.

Without the flexibility provided by the exemptions requested in this Request for Exemption, AQUIND
Interconnector will not be able to attract non-recourse debt finance or equity. Furthermore, if
particularly onerous conditions are imposed as part of the exemption, the lender’s margin, and
therefore the cost of the project, will increase. This may make it non-viable for AQUIND to proceed.
AQUIND is not in a position to finance the Project on “balance sheet” as national TSOs and utilities may
be in a position to do.

AQUIND, with its advisors, has prepared a financial model to simulate the expected cash-flows based
on a set of economic assumptions outlined in Exhibit 1. The financial model is provided in Exhibit 3.

As AQUIND is unable to operate an interconnector in France without an exemption, the exemption
length will be linked to the expected debt repayment period, incorporating at least 5 years additional

> Page 30 of “Where’s the money coming from? Financing offshore wind farms” European Wind Energy
Association, November 2013.
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headroom. The exemption is therefore required for a period of time that exceeds the term of the non-
recourse debt by a safe margin. It would ensure that the project is able to address the following risks:

»  Actual terms and conditions of financing — given uncertainties affecting exchange and
interest rates, which stem from Brexit and other political and macro-economic factors,
AQUIND will be able to finalise its financing package at the point of Final Investment
Decision. At this stage, AQUIND requires an appropriate amount of flexibility to make
prospective investors comfortable.

»  Market conditions as discussed in this Request for Exemption.

»  Programme and cost risks of the project as discussed in this Request for Exemption.

4.5.2 AQUIND commissioning date and project cost breakdown

AQUIND is working with technical advisors, WSP, to plan all project milestones through the planning,
construction and commissioning phases of the project. This complex planning exercise takes into
account a range of contingencies that may arise during the programme. Based on this analysis,
AQUIND will be ready to commission in Q2 2024.

For a project of this size and cost, it is not unusual for unexpected events to delay the projected
commissioning date. A number of the possible reasons for such a delay are outside of AQUIND’s
control — for example, unforeseen planning challenges or weather conditions delaying offshore works.
At this early stage of the project, it is not possible to identify an accurate specific commissioning date
for the project.

As an exempt investor with no financial support, any project delay will increase the project cost and
delay revenue recovery. AQUIND, and its shareholder, are therefore strongly incentivised to minimise
project delays. Rather than setting the start of the exemption period at this stage, AQUIND requests
that the exemption start date is alighed with the actual full commissioning date of the project.

In order to give the NRAs clear sight of project progress, AQUIND will provide NRAs with appropriate
updates.

Table 4-5 provides a detailed breakdown of costs based on the latest procurement and technical
information.

Table 4-5 AQUIND indicative project cost breakdown

Capex Assumptions Cost (Real €m 2018)
2015-19 2020 2021 2022 2023 2024

Cost for equipment and
installation. Excludes type

Cables tests/prequalification tests, I I I N N .

tax, customs charges.

..of which|J]% Marine (DC): 4 cables with total length of 728km.

..of which[J]% Underground (DC): 4 HVDC cables with total length of 224km.
..of which:[JJ% Fibre optic cables and other costs
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Assumptions Cost (Real €m 2018)
Cost for RTE construction
works, including AC cables,

connection  and studies required to |

works

connect asset at Barnabos.
Excludes VAT.

Construction works, including

GB connection  AC cables, and studies

required to connect asset at I I - - - -

works
Lovedean. Excludes VAT.
Converter 2 X YSC HVDC converter
statlons ?:tatlons for each monopole (4 || | [ N E OB |
in total).
Owner’s project management,
ReT— engineering and supervision | | [ | [ | [ | [ |
costs
CAR insurance | | | [ | | I I .
Total CAPEX (2021-2024) ||
Total DEVEX (2015-2021) [ |

Total CAPEX and DEVEX costs (used in the CBA), 1,426
2015-2024

4.6 Supply chain strategy

This section sets out the supply chain strategy that AQUIND will implement to deliver the
Interconnector. The main contract lots that AQUIND is planning to procure are set out in Section 4.6.1.
Section 4.6.2 describes the competitive tender process for the construction contracts and Section 4.6.3
summarises AQUIND’s approach to managing the interfaces among relevant contractors.

4.6.1 Contract lots

AQUIND will use a single open procurement process for the Project and is currently planning to award
up to three Engineering, Procurement, Construction and Installation (“EPCI”) contracts as outlined

below:

>

EPCI Lot 1 (converter stations): the design, building, installation, commissioning, operation
and maintenance of the converter stations at both Lovedean and Barnabos

EPCI Lot 2 (HVDC Cables (Marine and Land) and Fibre Optic Cables and Equipment): the
design, manufacturing, installation, commissioning and maintenance of the HVDC Sub
Marine and Land Cable and the Fibre Optic Cable — Poles No 1 and 2. An invitation to the
prequalified suppliers to put in place necessary arrangements for consortiums or
subcontracting has been made.

EPCI Lot 3 (Optional — Lots 1 and 2 combined): the design, building, installation,
commissioning, operation and maintenance of the converter stations at both Lovedean and
Barnabos and Poles 1 and 2.
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The current conditions of the HVDC industry and the nature of interconnector projects are such that it
is unlikely that there will be a single contractor, who would undertake delivering Lot 3. An agreement
with National Grid to perform the design, manufacture, maintenance and commissioning of the HVAC
cable connection from the converter station to Lovedean substation has recently been achieved. A
separate design and engineering contract may be signed with each supplier to be triggered prior to the
main contract taking effect.

4.6.2 Tender process and next steps

As set out in detail in Exhibit 11, development of AQUIND Interconnector creates a range of market
and commercial risks, including cost increases and overrun, implementation/programme delays and
design changes. As part of our strategy to mitigate these risks, AQUIND will be putting in place a
competitive tender process to deliver a comprehensive set of contracts that will allocate risks to the
most appropriate parties. The context and the detailed plan for the tender process are set out in the
following paragraphs.

The costs for the construction stage are based on the quotes elicited from prospective suppliers. To
date, AQUIND has formally engaged with suppliers as follows:

>

v

The responses from the supply chain have been discussed at meetings with respective suppliers and
also reviewed by AQUIND’s advisors. The content of such responses is confidential, but the information
provided by the suppliers has been used to calculate the expected capital costs of the Project. As a
result of this engagement the procurement and lot structure strategy have been confirmed. AQUIND
published the contract notice that started the procurement process on 3 June 2019 in OJEU.®

Following the pre-qualification stage, commenced in July 2019, AQUIND pre-qualified 5 potential
converter station suppliers and 6 potential cable suppliers in October 2019. The prequalified suppliers
were updated on the project’s progress in January — February 2020 in a series of meetings.

The next steps of this tender process will include:
»  preparation of the terms and conditions of the contract - ongoing,
»  preparation of attachments to ITT with all technical information - ongoing;
» invitation to tender;
» review and assessment of tender submissions; and

»  negotiations with potential suppliers of the Best and Final Offer.

The EPCI Terms and Conditions are planned to be structured to facilitate project finance and will be
based upon fixed cost and schedule parameters with liquidated damages to guard against non-

6 Link available here.
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delivery. Where cost certainty cannot be achieved in the EPCI market for specific items, such as
commodity price changes, labour costs changes, legislation changes, adverse unforeseen offshore
weather and subsoil conditions, a limited number of instances of engineering changes and other
construction risks, as appropriate, AQUIND will aim for these additional costs to be incorporated into
the eligible project costs for both the GB and French regulatory settlements for the Project. The
contracts are proposed to be in line with the FIDIC Silver/Yellow book.”

Construction will begin promptly after Financial Close with total construction cost estimated at approx.
€1,426 million. The construction programme will be informed by the EPC engagement and is expected
to be c.3 years with a target commissioning date in Q2 2024.

In all activities above, AQUIND’s team will be supported by the relevant external advisors, including on
procurement, engineering, legal and commercial aspects of the tender process.

We consider that the process described above will enable AQUIND to select the contractors that would
be responsible for delivering the project in a competitive and transparent manner and thus secure the
best value for the GB and French network users, as well as the investors of the project.

4.6.3 Approach to interface management

It will be the contractor’s responsibility to ensure the design, construction and commissioning of the
converter stations and cables meets the AQUIND technical specification outlined as well as the
parameters established under the EPCI contract. They will also be responsible for appointing and
managing Tier 2 civil contractors.

AQUIND and the Owner’s Engineer will monitor compliance with the EPC contract(s). They will review
deliverables, programme and cost as well as identify associated risk and reporting on agreed Key
Performance Indicators.

However, based on the analysis in the previous sections, we anticipate that there will be two or more
suppliers delivering different parts of the Project, and the interfaces between them will need to be
managed. For each interface, we will consider the party best placed to manage it — whether this is one
of the suppliers or AQUIND. In general, we consider that contractors delivering two or more packages
would seek to internalise the interface risks and this would be reflected in a higher cost. Conversely, if
AQUIND were to manage the interface risks themselves, this could reduce the cost of individual supply
lots.

AQUIND will put in place suitable arrangements to manage the interface risks appropriately. At this
stage, we anticipate that this would require:

» a project management team to sequence and align a timely delivery of different elements
of the project;

» an engineering team, to address technical interface issues such as physical dimensioning
and electro-engineering issues;

» a technical and legal team to manage issues arising if competitors were required to
collaborate (and potentially share commercially sensitive information); and

» an external engagement team to support AQUIND’s public relations throughout the
construction of the project.

7EPC/Turnkey Contract 2nd Ed (2017 Silver Book) and Plant and Design-Build Contract 2nd Ed (2017 Yellow Book).
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4.7 Project plan and timeline to operation

AQUIND have been working with a range of parties to develop the Interconnector proposition
presented in this Request for Exemption. Along with the national TSOs and NRAs, this has also included
technical, economic and legal consultants to advise on all aspects of the project.

4.7.1 Key milestones reached by AQUIND

AQUIND Interconnector has been in development since April 2014. Key progress to date includes:

» A range of feasibility studies have been completed and AQUIND consulted widely on the
project in accordance with the TEN-E Regulation.

» A connection offer from National Grid was signed in June 2016.
» A Proposition Technique et Financiére (PTF) was signed by AQUIND in March 2017.

» AQUIND reached a major project milestone in September 2016 with Ofgem granting
AQUIND a GB Electricity Interconnector licence.

» AQUIND is also recognised in Europe having been listed in ENTSO-E’s Ten Year Network
Development Plan (TYNDP) 2016 and 2018, and has also been identified as a Project of
Common Interest (PCl) on the Third PCI List. AQUIND has been included in TYNDP 2020
(Project number 247).

» AQUIND has been designated as a Nationally Significant Infrastructure Project in the UK in
July 2018, and submitted an application for the Development Consent Order in November
2019, which was accepted for examination in December 2019.

»  AQUIND has ensured continued engagement with the NRAs and the TSOs in GB and France,
and maintained regular contact with the supply chain. As part of this, AQUIND engaged
with prospective suppliers and initiated an OJEU tender process for the Engineering,
Procurement, Construction and Installation of the interconnector.

» Converter station locations, landfalls and cable routes have been identified. This has
included detailed marine geophysical and geotechnical surveys of the total length of the
marine cable route and ground investigation surveys in France and the UK.

»  AQUIND continues investor engagement.

The key milestones for the project, including those agreed in the GB with the National Grid as part of
the connection agreement, are set out in the AQUIND delivery programme, which is included in detail
in Exhibit 11 — “Programme plan and programme risks”. The connection procedures in both GB and
France provide for modification procedures, including the timing of the connection that might be
subject to changes due to various circumstances.

4.7.2 Consents and licences

A project of AQUIND’s size, spanning two jurisdictions, requires an extensive planning schedule with a
number of necessary consents and licence. Exhibit 9 provides a summary of the required consents and
licences.
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4.8 Operating arrangements

This section sets out initial arrangement with respect to capacity allocation and market reporting and
transparency.

4.8.1 Transparency and reporting obligations

AQUIND recognises the importance of timely and transparent reporting requirements. For all capacity,
AQUIND will ensure reporting of all auction timetables and auction results to ensure compliance with
European and national transparency requirements. The detailed provisions for reporting will be set
out in the AQUIND Access Rules. These will be subject to NRA approval and align with equivalent
product rules on the GB-France border.

AQUIND will publish all results for the allocation of all capacity auctions as soon as practicable after
the auction has taken place. The information will comply fully with the requirements the relevant
legislation and, as a minimum, will include:

»  Names of registered winning bidders
»  The marginal auction clearing price
»  Total capacity demanded

»  Total capacity awarded

This public information will be in addition to information regarding auction results provided directly to
winning bidders in the relevant auction. AQUIND anticipates that this information will be made
available through the procured auction trading system. The specific details of the trading system will
be developed and shared with NRAs in due course.

4.8.1.1 Secondary trading

Secondary trading offers market participants a route to re-sell capacity awarded through the multi-
year auctions. AQUIND proposes to facilitate secondary trading to ensure that unused capacity is re-
allocated. This principle will be supported by the UIOSI rules that will force capacity holders to recycle
capacity if it is not nominated for delivery by the Day-ahead stage. These functions and processes will
be formalised through the procurement and design of the AQUIND auction platform.

4.8.1.2 European Network Code compliance

AQUIND will ensure full compliance with the market related European Network Codes and subsequent
Regulations (Forward Capacity Allocation and Capacity Allocation and Congestion Management) for all
capacity. In this respect, AQUIND will not be any different to other regulated GB-France
interconnectors.

4.8.2 Transparency

AQUIND will put in place data and transparency processes to provide relevant information to NRAs,
TSOs, market participants and the market, as required under relevant legislation. The requirements
for this data provision will come from a number of sources, not limited to the Transparency Regulation
543/2013, European Network Codes, and any additional requirements proposed by the NRAs through
the exemption decision or otherwise.
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AQUIND will put in place communication procedures that take into account the format, frequency and
recipients of each data items. These procedures will include:

» Information sent directly to the NRAs
» Information sent directly to other relevant organisations
» Information sent directly to AQUIND capacity holders

» Information made available on the AQUIND public website (public).

The precise mechanisms will be developed through the construction phase of the project as the project
developers prepare for operation. For information required during the construction phase of the
project, AQUIND will engage bilaterally with the national TSOs and NRAs as required to provide regular
updates on the construction progress, to be agreed with the NRAs as part of this Request for
Exemption.
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1.2

1.3

INTRODUCTION

This funding statement (Statement) relates to an application by AQUIND Limited
(the 'Applicant’) to the Secretary of State ('SoS') under the Planning Act 2008 (as
amended) (the 'Act’) for the AQUIND Interconnector Order (the 'Order’) (the
'Application").

The Application is submitted to the Secretary of State pursuant to section 37 of the
Act. This statement has been prepared in accordance with the requirements
provided for by section 37(3)(d) of the Act and regulation 5(2)(h) of the
Infrastructure Planning (Applications: Prescribed Forms and Procedures)
Regulations 2009 (the '2009 Regulations'), and with relevant guidance issued by
the Department for Communities and Local Government.

The Application seeks development consent for those elements of the AQUIND
Interconnector (the 'Project’) located in the UK and the UK Marine Area (the
'Proposed Development').



2.2

PURPOSE OF THIS STATEMENT

This Statement has been submitted as it will be necessary to acquire land and
rights over land in order to carry out the Proposed Development and therefore
powers of compulsory acquisition have been sought in the Order. This Statement
explains how the shareholders of the Applicant and their parent companies expect
that the construction of the Proposed Development and, as necessary, the
acquisition compulsorily of land and rights over land as are required in connection
with the Proposed Development and authorised by the Order will be funded.

This Statement forms part of a suite of documents accompanying the Application,
submitted in accordance with section 37 of the Act and regulation 5(2)(h) of the
2009 Regulations, and should be read together with those documents, in particular
the Statement of Reasons (Application Document Reference 4.1) which justifies
the powers of compulsory acquisition that are sought.



3.2

3.3

3.4

3.5

THE PROPOSED DEVELOPMENT

The Project is a new 2,000 MW subsea and underground High Voltage Direct
Current (‘HVDC’) bi-directional electric power transmission link between the South
Coast of England and Normandy in France. By linking the British and French
electric power grids it will make energy markets more efficient, improve security of
supply and enable greater flexibility as power grids evolve to adapt to different
sources of renewable energy and changes in demand trends such as the
development of electric vehicles. The Project will have the capacity to transmit up
to 16,000,000 MWh of electricity per annum, which equates to approximately 5%
and 3% of the total consumption of the UK and France respectively.

The Application seeks development consent for those elements of the Project
located in the UK and the UK Marine Area (the 'Proposed Development'). The
Proposed Development includes:

3.2.1 HVDC marine cables from the boundary of the UK exclusive economic
zone to the UK at Eastney in Portsmouth;

3.2.2  Jointing of the HVDC marine cables and HVDC onshore cables;
3.2.3 HVDC onshore cables;

3.2.4 A Converter Station and associated electrical and telecommunications
infrastructure;

3.2.5 High Voltage Alternating Current (‘HVAC’) onshore cables and associated
infrastructure connecting the Converter Station to the Great Britain
electrical transmission network, the National Grid, at Lovedean
Substation; and

3.2.6  Smaller diameter fibre optic cables to be installed together with the HYDC
and HVAC cables and associated infrastructure.

Chapter 3 (Description of the Proposed Development) of the Environmental
Statement (‘ES’) (Application Document Reference 6.1.3) contains a detailed
description of the Proposed Development for which development consent is sought
by the Applicant.

On 19 June 2018 the Applicant submitted a request to the SoS for a direction
pursuant to section 35 of the PA 2008 that the Proposed Development is to be
treated as development for which development consent is required.

The SoS, being satisfied that the relevant legal requirements were met and of the
view that the Proposed Development is by itself nationally significant, issued a
direction on 30 July 2018 directing that the Proposed Development, together with
any development associated with it, is to be treated as development for which
development consent is required.



4.2

4.3

4.4

4.5

4.6

4.7

CORPORATE STRUCTURE AND ASSETS

AQUIND Limited, the Applicant, is a company registered in England and created in
accordance with the laws of England and Wales, with company number 06681477
and registered at OGN House, Hadrian Way, Wallsend, NE28 6HL.

The Applicant was incorporated with the sole purpose of promoting and developing
AQUIND Interconnector, the Project, and will be the undertaker for the purposes of
the Order.

The sole shareholder (100%) of AQUIND Limited is AQUIND Energy Sarl, a
company registered in Luxembourg with company number B 229924 and
registered at 26, boulevard de Kockelscheuer, L-1821 Luxembourg.

As at 30 June 2018 the total company assets of the Applicant were £13.3m
according to the annual audited account, mainly consisting of the capitalised
development costs £12.2m.

A copy of the audited accounts for the year ended 30 June 2018 are contained at
Appendix 1 to this Statement.

As at 30 June 2019, it is estimated that the total assets of the Applicant were
approximately £24.5m, mainly consisting of the capitalised development costs of
approximately £23m. To that date the company has received £24.4m in debt and
equity funding.

The audited accounts for the year ended 30 June 2019 are currently being
prepared for filing before the end of March 2020 and therefore are not provided
with this Statement.
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5.3

5.4

5.5

ESTIMATED PROJECT COST

The Applicant continues to work with its delivery partners to understand the costs
of implementing the Order, which includes costs associated with obtaining
development consent, construction and land acquisition.

The current cost estimate for the Project is approximately €1.4bn (£1.24bn). This
cost estimate has been informed by two rounds of third party contractor quotations,
estimates and benchmarking.

The current capital cost estimate for the Proposed Development, based on an
equal split of the estimated cost of the Project between the elements in France and
in the UK, is approximately £622m.

A broad breakdown of the estimated costs is included in the table below.

Works/Costs Estimate

Development costs (including £19m
professional and other fees)

Construction costs £599m
Land acquisition costs £4m
Estimated Total Capital Cost £622m

The cost of interest and other debt servicing will be met from revenues generated
by the Project.




6.2

6.3

6.4

PROJECT FINANCING

The Proposed Development, and more broadly the Project, is to be funded through
project finance funded and secured against the operational profits (revenues) of
the Project.

The Applicant intends to raise equity capital and project debt financing to meet the
estimated costs of the Proposed Development. It is anticipated that the proportions
of funding will be 20% equity and 80% debt.

It is anticipated that equity capital will be derived from leading international
infrastructure funds, and that project debt financing will be secured from various
banking sources and/or institutional investors. Market engagement has been
undertaken on behalf of the Applicant by a leading accountancy firm which has
confirmed that, subject to the consenting and regulatory matters discussed below
being resolved, the Project is bankable and that there is a strong interest in the
provision of finance for the Project.

Funding for the Project is expected to be subject to grant of the development
consent order and the settlement of regulatory status of the Project in accordance
with Regulation (EC) No. 714/2009 and Regulation (EU) No. 347/2013.



7. FUNDING CLAIMS FOR COMPENSATION

71 Compulsory acquisition

7.1.1

The Order contains powers to enable the acquisition of land, new rights
over land and the imposition of restrictions that are necessary in
connection with the construction, operation and maintenance of the
Proposed Development. Such powers will be necessary to be used where
the necessary land or rights over land cannot be acquired by voluntary
agreement.

In summary, the following land and rights over land are sought for the
purposes of the Proposed Development:

(A)  Acquisition of all freehold and leasehold interests over land
required for the construction of a Converter Station at Lovedean;

(B) Rights to plant and maintain landscaping, including maintaining
existing hedgerows, on parcels of land necessary to mitigate the
visual and ecological impact of the Proposed Development;

(©) Easements authorising the laying, operation and maintenance of
the HVAC onshore cables between the converter station and the
existing National Grid substation at Lovedean;

(D) Easements authorising the laying, operation and maintenance of
the HVYDC onshore cables between the Converter Station at
Lovedean and the landfall site at Eastney;

(E)  Temporary use of land in connection with the construction and
maintenance of the Proposed Development;

(F) Easements of access necessary to construct and maintain the
Proposed Development;

(G)  Acquisition of all freehold and leasehold interests over land
required for construction of two optical regeneration stations near
to the landfall at Eastney.

Further details of the rights and interests over land sought for the purpose
of the Proposed Development are set out in section 6 of the Statement of
Reasons (Application Document Reference 4.2).

7.2 Professional advice and landowner negotiations

7.21

The total estimated maximum costs to acquire the land and rights required
in connection with the Proposed Development and for which powers of
acquisition in the Order are sought in relation to are approximately £4m. It
should be noted that this is an estimated freehold valuation of the worst
case land and rights required for the Project, and excludes the valuation
of the Crown Estate's seabed interest (discussed below at paragraph
7.4.3) and professional fees and stamp duty land tax. The Applicant
considers that the actual cost of acquiring land and rights required will be
less than the above sum.



7.3

7.2.2

7.2.3

Blight
7.3.1

7.3.2

The current position regarding negotiations with landowners and those
with interest in land affected by the Proposed Development is summarised
in the Statement or reasons (Application Document Reference 4.1).

The Applicant has signed an option agreement with the Crown Estate for
the licencing of a corridor of the seabed being 1,000 metres in width and
lying inside the territorial limit. Within this seabed area, the Applicant may
carry out site investigations and / or install temporary works during the
option period. The Applicant may elect to exercise the option to draw
down the licence within the option period (being six years) and once
granted, the licence grants the Applicant rights to lay, bury, protect and
use the section of the cable system for the Proposed Development within
a certain designated area for a period of 49 years. The Applicant is
negotiating a further option agreement with the Crown Estate for the
leasing of a corridor of the foreshore and bed of the river at Eastney,
Portsmouth. This lease contains similar rights to the aforementioned
seabed licence.

The current cost estimate (see section 5 of this Statement) includes an
amount to cover the total costs of the payment of compensation for the
compulsory acquisition of land and rights included in the Order and
required in connection with the Proposed Development.

It is not anticipated that any claims for blight will arise. Should any claims
for blight arise as a consequence of the Application the cost of meeting
such claims will be met from the sources of funding described above at
section 6 to this Statement.



8.2

CONCLUSION

Whist the Project does not have the benefit of full funding at this stage, this is not
unusual for a project where the securing of funding is dependent on the securing of
a development consent order. It is not anticipated that there will be any funding
shortfalls for the Project in terms its principal project cost financing or land
acquisition at the time of when such finance is required.

The explanation set out in this Statement provides a basis for concluding that the
compensation arising from the potential exercise of compulsory acquisition powers
under the Order will be met, and that the necessary funding for the development of
the Project will be secured.
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Aquind Limited
Directors’ ReportA

For the year ended 30 June 2018

The directors present their report and the audited financial statements of the corhpany for the year ended 30 June 2018.
Principal activities .

The principal activity of the company during the year was the development of the Aquind Interconnector - a 2000MW high voltage
direct current power transmission line between the UK and France.

On June 23, 2016, the United Kingdom (UK) held a referendum in which voters approved an exit from the European Union (EU)
referred to as  “Brexit”). As a result of the referendum, it was expected that the UK would leave the EU by 29 March 2019

. although at the time of this report the terms and timing of any final Brexit negotiations remain unknown. The Directors anticipate
that Brexit could cause disruption and uncertainties around AQUIND's business and relationships with both future users of the
interconnector-and create a short- term uncertainty in respect of the regulatory treatment of AQUIND Interconnector by the UK,
French and EU electricity market regulators. Brexit is unlikely to have a direct impact on environmental, planning and consenting
activities, which are being currently undertaken by the company. Nevertheless, since construction of the interconnector is not
planned earlier than 2020 and its commissioning planned for after 2022, we consider that the interconnector’s business model
will remain viable. Any short-term immediate disruptions arising from Brexit are unlikely to undermine the fundamental, long-term
conditions of energy markets in the UK and France, which suggest significant economic benefits of the transmission of electricity
between the two markets. . .

Subsequent evénts

Subsequent to the year end, on 15 February 2019 100% shares of the Company were sold to Aquind Energy SARL, a company
registered in Luxemburg and the transaction has been registered with the UK tax authorities. .

Directors

The directors who served the company during the year, and up to the date of 5|gnmg were as follows:
Mr R D Glasspool

Mr. K Glukhovskoy

MrA Temerko

The Company has granted an indemnity to its directors against liability in respect of proceedmgs brought by third parties, subject

to the conditions set out in the Companies Act 2006 Such qualifying third party indemnity provision remains in force as at the

date of approving the directors' report. .

Donations

£34,000 was paid to the Conservative party for attendance at various events and conferences during the year. A proportion of the
- cost of these events are treated as donations by the recipient. It has not been possible to split this out. Further purchases of

£8,000 were also made from the Conservative party dunng the year .

Auditor

Each of the .pefsons who is a director at the date of approval of this report confirms that:

L] so far as they are aware, there is no relevant audit mfonnauon of whlch the company s auditor is unaware; and

. they have taken all steps that they ought to have taken as a director to make themselves aware of any relevant audnt
information and to establish that the company's auditor is aware of that information.

Small céfhpany provlslons

This report has been prepared-in accordance wnh the provisions appllcable to companies enmled to the small compames
exemption.

he board of directors on 27 March 2019 and signed on behalf of the board by:

Mr R D Glasspool
Director




Aquind Limited
Directors' Responsibilities Statement

For the year ended 30 June 2018

The directors are responsnble for prepanng the Annual Report and the financial statements in accordance with applicable law and
regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
- elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law), including FRS 102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland”. 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 penod

~In prepanng these financial statements, the directors are required to:
o select suitable accounting pohcues and then apply them consnstentiy,
. make judgments and accountmg estimates that are reasonable and prudent and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financiat statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and lntegrlty of the corporate and financial information included on the ]
company’s website. Legislation in the United Kingdom governing the preparatuon and drssemmatlon of financial statements may
differ from legislation in other jurisdictions.




Aquind lelted
Independent Audltor s Report to the Members of Aqumd lelted

For the yea; ended 30 June 2(_)18

. Report on the audit of the financial statements

Opmlon
In our opinion the financial statements of Aquind Limited (the ‘company’):

s give atrue and fair view of the state of the company’s affairs as at 30 June 2018 and of its loss for the year then ended,;
e have been properly prepared in accordance with United Kingdom Generally Accepted. Accounting Practice, including

Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republlc of Ireland”; and
* . have been prepared in accordance with the requirements of the Companies Act 2006.

) . : .
We have audited the financial statements which comprise:

the profit and loss account

the statement of comprehensnve income;
the balance sheet;

the statement of changes in equnty

the statement of accounting policies; and
the related notes 1 to 12.

The financial reponing framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republic of
‘Ireland” (Umted Klngdom Generally Accepted Accounting Practice). .

Basis for opinion

We conducted our audit in accordance wnh internahonal Standards on Auditing (UK) (ISAs (UK)) and apphcable law. Our
responsibilities under those standards are further described in the auditor's responsibilities for the audit of the financial statements
section of our report. .

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial

statements in the UK, including the Financial Reporting Council’s (the ‘FRC's’) Ethical Standard, and we have fulfilled our other

ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is suff cient -
and appropriate to prov:de a basis for our opinion.

Conclusions relating to going concern
We are required by 1SAs (UK) to report in respect of the followmg matters wheré:

. the directors’ use of the going concem basus of accountmg in preparatlon of the ﬁnancual statements is not appropnate
©oor
o the directors have not disclosed in the ﬁnancnal statements any |dent|ﬁed material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accountlng for a penod
of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in fespect of these matters.

Other information !
The directors are responsible for the other mformatlon The other mformatlon comprises the information mc!uded in the annual -

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we
" are required to determine whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have. performed, we conclude that there is a matenal mssstatement of this other
information, we are required to report that fact. . -

We have nothmg to report in respect of these matters.

Responsibilities of directors : )

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparatlon of the financial
statements and for being satisfied that they give a true and fair view, and for such intemal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error. .




" Aquind Limited
Independent Auditor’'s Report to the Members of Aquind Limited (continued)

For the year ended 30 June 2018

In_preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting untess the
directors either interid to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsnbilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in-the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:

www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Repon on other legal and regulatory requirements

‘Oplnions on other matters préscfibed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the directors’ report for the financial year for which the financial statements are prepared is
‘consistent with the financial statements; and - .
«  the directors’ report has been prepared in accordance with applicable legal requlrements

in the light of the knowledge and understanding of the company and its environment obtamed in' the course of the audit, we have
not identified any material misstatements in the directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to repoﬁ in respect of the following matters if, in our opinion:

e adequate accountmg records have. not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or .

the financial statements are not in agreement with the accounting records and returns or

certain disclosures of directors’ remuneration specified by law are not made; or

we have not received all the information and.explanations we require for our audit.; or

the directors were not entitled to prepare the financial statements in accordance with the small companies regime and
take advantage of the small companies’ exemptions in preparing the directors' report and from the requuremem to
prepare a strategic report.

We have nothing to report in respect of these matters.

Use of our report
This report is made solely to the company's members, as a body. in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by taw, we do not accept or assume’
responsibility to anyone other than the company and the company's members as a body, for our audit work, for this repon or for
the opinions we have formed.

27 March 2019 '




Aquind Limited
Statement of Comprehensive Income

For the year ended 30 ané 2018

- Administrative expenses
Operating loss
interest payable and similar expenses -

Loss before taxatioh

Tax on loss

Loss for the financial year and total comprehensive income

- All the activities of the company are from continuing operations.

_Note

2018
£

(1,023,130)
(1,023,130

(363,565).
' (1,386,695)

- (1,386,695)

The notes on pages 8 to 10 form part of these financial statements.

2017
£

(579,725)
(579,725)

(87,060)
(666,785)

(666,785)




Aquind Limited

Statement of Financial Position

As at 30 June 2018
. 2018 2017
Note £ £
Fixed assets '
Intangible assets 8 12,169,613 3,225,247
Tangible assets 7 8,109 -
12,177,722 3,225,247
Current assets . . ’
Debtors 8 1,014,452 254,383
Cash at bank and in hand © 50,666 420,064
© 1,065,118 674,447
Creditors: amounts falling due within one year 9 (15,092,991) (4363.150)
Net current liabilities ) (1_5,092.991) (3,688,703)
Total assets less current liabilities - (1.850,151) (463,456)
" Net liabilities S, 850 151) (463,456)
Capital and reserves ,
Called up share capital 330,001 330,001
Profit and loss account (2,180,152) (793,457)
Shareholders deficit (1,850,151) (463,456)

These financial statements have been prepared in accordance with the provisions applicable to companies sub;ect to the small
- companies' regime and in accordance wnth FRS 102 'The Financial Reporting Standard apphcable in the UK and Republic of

lreland'

- These ﬁnancual statements were approved- by the board of drrectors and authorised for assue on 27 March 2019 and are signed

on behalf of the board by:

Mr R D Glasspool
Director

Company registration number: 06681 477

The notes on pages 8 to 10 form part of these financial statements.




Aquind Limited
Statemént of Changes in Equity

For the year ended 30 June 2018

At 1 July 2016

: Loss for the year -
Total comprehensive loss for the 'year
At 30 June 2017 ' '

Loss for the year’

Total comprehensive loss for the year

At 30 June 2018

Called up

Profit and ioss
shdre capital . account Total
£ £ £
330,001 (126,672) 203,32
(666,785) (666,785)
- (666,785) (666,785)
-330,001 (793,457)  '(463,456)
'(1,386,695) . (1,386,695)
- (1,386,695)  (1,386,695)
330,001 (2,180,152)  (1,850,151)

The notes on pages 8 to 10 form part of these financial statements.
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Aquind Limited
Notes to the Financial Statements

For the year ended 30 June 2018

1. General information

The company is a private company limited by shares, reglstered in England and Wales. The address of the registered ofﬁce o
is OGN House, Hadrian Way, WaIIsend NE28 6HL.

2 Statement of compliance

i These financial statements have been prepared in compliance with Section 1A of FRS 102, 'The Fmancnal Reporting
: Standard applicable in the UK and the Republic of treland'.

3. - Accounting policies

Basis of preparation
The financial statements have been prepared on the hrstoncal cost basis and in sterlmg, which is the functional currency
of the entity.

Going concern
The-company has been and is dependent upon the shareholder in provudlng funding to cover the initial project development
costs. A number of shareholder loans have been provided to the company which are for a fixed term of one year. The
" shareholder has agreed to roll-over each loan and to extend for one further year. A budget has been prepared covering
one years required project development and overhead costs to 31 March 2020. The shareholder has provided a letter of
comfort to the company that the budget will be funded by additional shareholder loans and that all individual I6ans made to
date to the company will be extended for one-further year. The shareholder is therefore committed to provide continued
funding to the company for the current project development phase. The directors are'also investigating alternative sources
of finance, including commercial banks, other fi nanclal institutions and strategic partners to fund subsequent project stages.

" Taking into account the above and the ongoing financial support demonstrated by the shareholder, the directors continue
to adopt the going concern basis in preparing the financial statements :

Development costs

- Expenditure to establish the Pro;ect is recognised in the Profit and Loss Account on an accruals basrs Expendlture on- the
development of the Project is capitalised when its future recoverability can be reasonably assured and both its-technical
feasibility and commercial viability can be demonstrated. Costs capitalised include costs incurred in bringing the Project
to the consented stage, including costs associated with obtaining all material permits, authorisations and financing. At the

~ point where the future economic benefit from its use or disposal does not exceed the carrying value of the Project it is
.impaired. At the point that the Project reaches the consent stage and is approved for construction by the Board the
carrying value will be transferred to property, plant and equipment as assets under construction.

Forelgn currencies

Foreign currency transactions are initially recorded in the functlonal ourrency, by applylng the spot exchange rate as at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the exchange
rate ruling at the reporting date, with any gains or losses being taken to the profit and loss account.

“Intangible assets '
Intangible assets are initially recorded at cost, and are subsequently stated at cost less any accumulated amortisation and
impairment losses. Amortisation will be charged once the related asset is available for use.

Tangible assets .

Tangible -assets are initially recorded at cost, and subsequently stated at cost less any accumulated deprecratlon and
impairment losses. Any tangible assets carried at revalued amounts are recorded at the fair value at the date of revaluation
less any subsequent accumulated deprematron and subsequent accumulated impairment Iosses

4. Auditor's remuneration
2018 2017
£ : £

Fees payable for the audit of the financial statements - . 7,550 7,550




Aquind Limited
" Notes to the Financial Statements (continued)

. For the year ended 30 June 2018

5.  Employee numbers

—_

The average number of persons (based on the monthly average number |n line with Compames Act requnrements)

employed-by the company during the year amounted to 7 (2017 7).

6. Intangible assets
" Development . Intellectual , )
costs  property rights Other intangibles Total
£ - £ . O £
Cost . o _— . : .
At1 July 2017 . 3,195,998 5850 23,399 3,225,247
Additions . ] 8,944,366 - - 8,944,366
At 30 June 2018 . ‘ © 12,140,364 5,850 . 23,399 12,169,613
Amortisation ) g - .
At 1 July 2017 and 30 June 2018 ' R - = - -
Carrying amount ' } ’
At 30 June 2018 . . . 12,140,364 5,850 " 23,399 12,169,613
At 30 June 2017 . T 3,195,998 5,850 23,399 3,225,247
7. Tangible assets
-Fixtures and
fittings Total
£ £
~ Cost .
At 1 July 2017 ] ) , - -
Additions . o 9.018 9,018
At 30 June 2018 . g ’ 9,018 9,018
Depreciation K . ‘
At 1 July 2017 and 30 June 2018 : . o _ 909 909
Carrying amount ’
At 30.June 2018 8,109 8,109
At 30 June 2017 - -
\ —
\
8. Debtors
S S ‘ 2018 2017
, ' . . : . £ £
Prepayments and accrued income ) . 16,028 20,480
Other debtars - o . . 795,184 114,814
VAT . - : . ) - -203,240 119,089
‘ 1,014,452. 254,383




Aquind Limited

Notes to the Financial Statements (continued)

For the year ended 30 June 2018

10. .

1.

12.

Creditors: amounts falling due within one year .

2018. " 2017

Trade credltors ) ' . ) o 1,542,026 530,401
Amounts owed to group undenakmgs ' . : " 12,596,004 3,517,404
Accruals and deferred income . R ) 921,426 - 307,532
Social security and other taxes . - - 32,063 -
Other creditors 1,472° 7,813

15,092,991 4,363,150

Amounts owed to group undertakings have been advanced at an interest rate of 4.5% above the Barclays bank base rate.

Related party transactions

During the year, the-Company received marketing services from a relative of the company director in the amotint of £6,300
(2017: £Nil). The services were provided under the normal market conditions. Dunng the year the costs of these services
were included in administrative expenses. .

The outstandmg amount at the reporting date was £N|l (2017 £Nil).

" Controlling party

The cbmpanys immediate parent undertaking was OGN Enterprises Limited, a company registered in the Bﬁtnsh Virgin
Islands. The directors regarded the ultlmate controlling party to be TMF (BVI) Limited, a company registered in the Brmsh
Virgin islands.

Subsequent events

Subsequent to the year end, on 15 February '2019 100% shares of the Company were sold to Aqumd Energy SARL a-

: company registered in Luxemburg and the transaction has been registered with the UK tax authorities.

- 10.-
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1. INTRODUCTION

1.1 This funding statement (Statement) relates to an application by AQUIND Limited
(the 'Applicant’) to the Secretary of State ('SoS') under the Planning Act 2008 (as
amended) (the 'Act') for the AQUIND Interconnector Order (the 'Order’) (the
'Application’).

1.2 The Application is submitted to the Secretary of State pursuant to section 37 of the
Act. This statement has been prepared in accordance with the requirements
provided for by section 37(3)(d) of the Act and regulation 5(2)(h) of the
Infrastructure Planning (Applications: Prescribed Forms and Procedures)
Regulations 2009 (the '2009 Regulations'), and with relevant guidance issued by
the Department for Communities and Local Government.

1.3 The Application seeks development consent for those elements of AQUIND
Interconnector (the 'Project') located in the UK and the UK Marine Area (the
'Proposed Development').

11/65646587_2
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PURPOSE OF THIS STATEMENT

This Statement has been submitted as it will be necessary to acquire land and
rights over land in order to construct, operate and maintain the Proposed
Development and therefore powers of compulsory acquisition have been sought in
the Order. This Statement explains how the shareholders of the Applicant and their
parent companies expect that the construction of the Proposed Development and,
as necessary, the acquisition compulsorily of land and rights over land as are
required in connection with the Proposed Development and authorised by the
Order will be funded.

This Statement forms part of a suite of documents accompanying the Application,
submitted in accordance with section 37 of the Act and regulation 5 of the 2009
Regulations, and should be read together with those documents, in particular the
Statement of Reasons (Application Document Reference 4.1) which justifies the
powers of compulsory acquisition that are sought.



THE PROPOSED DEVELOPMENT

3.1 The Project is a new 2,000 MW subsea and underground High Voltage Direct
Current (‘HVDC’) bi-directional electric power transmission link between the South
Coast of England and Normandy in France. By linking the British and French
electric power grids it will make energy markets more efficient, improve security of
supply and enable greater flexibility as power grids evolve to adapt to different
sources of renewable energy and changes in demand trends such as the
development of electric vehicles. The Project will have the capacity to transmit up
to 16,000,000 MWh of electricity per annum, which equates to approximately 5%
and 3% of the total consumption of the UK and France respectively.

3.2 The Application seeks development consent for those elements of the Project
located in the UK and the UK Marine Area (the 'Proposed Development'). The
Proposed Development includes:

3.2.1 HVDC marine cables from the boundary of the UK exclusive economic
zone to the UK at Eastney in Portsmouth;

3.2.2  Jointing of the HVDC marine cables and HVDC onshore cables;
3.2.3 HVDC onshore cables;

3.2.4 A Converter Station and associated electrical and telecommunications
infrastructure;

3.2.5 High Voltage Alternating Current (‘(HVAC’) onshore cables and associated
infrastructure connecting the Converter Station to the Great Britain
electrical transmission network, the National Grid, at Lovedean
Substation; and

3.2.6  Smaller diameter fibre optic cables (‘FOC’) to be installed together with
the HVDC and HVAC cables and associated infrastructure.

3.3 Chapter 3 (Description of the Proposed Development) of the Environmental
Statement (‘ES’) (Application Document Reference 6.1.3) contains a detailed
description of the Proposed Development for which development consent is sought
by the Applicant.

3.4 On 19 June 2018 the Applicant submitted a request to the SoS for a direction
pursuant to section 35 of the PA 2008 that the Proposed Development is to be
treated as development for which development consent is required.

3.5 The SoS, being satisfied that the relevant legal requirements were met and of the
view that the Proposed Development is by itself nationally significant, issued a
direction on 30 July 2018 directing that the Proposed Development, together with
any development associated with it, is to be treated as development for which
development consent is required.

11/65646587_2 3



4.2

4.3

4.4

4.5

4.6

4.7

4.8
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CORPORATE STRUCTURE AND ASSETS

AQUIND Limited, the Applicant, is a company registered in England and created in
accordance with the laws of England and Wales, with company number 06681477
and registered at OGN House, Hadrian Way, Wallsend, NE28 6HL.

The Applicant was incorporated with the sole purpose of promoting and developing
AQUIND Interconnector, the Project, and will be the undertaker for the purposes of
the Order.

The sole shareholder (100%) of AQUIND Limited is AQUIND Energy Sarl, a
company registered in Luxembourg with company number B 229924 and
registered at 26, boulevard de Kockelscheuer, L-1821 Luxembourg.

As at 30 June 2018 the total company assets of the Applicant were £13.3m
according to the annual audited account, mainly consisting of the capitalised
development costs £12.2m.

A copy of the audited accounts for the year ended 30 June 2018 are contained at
Appendix 1 to this Statement.

The updated audited accounts for the year ended 30 June 2019 were submitted
into the Examination at Deadline 1 (REP1-095).

As at 30 June 2019 the total company assets of the Applicant were £25m
according to the annual audited account, mainly consisting of the capitalised
development costs £23.3m.

A copy of the audited accounts for the year ended 30 June 2019 are contained at
Appendix 2 to this Statement.



5.2

5.3

5.4

5.5

5.6

ESTIMATED PROJECT COST

The Applicant continues to work with its delivery partners to understand the costs
of implementing the Order, which includes costs associated with obtaining
development consent, construction and land acquisition.

The current cost estimate for the Project is approximately €1.4bn (£1.24bn), with
this estimate being undertaken at beginning of 2019 following two rounds of
market engagement with potential contractors in respect of the design,
engineering, supply and installation of converters and cables.

The cost estimate has been forecasted in both real and nominal terms, with the
inflation for the future period taken at a rate of 2%, which is broadly considered a
target inflation rate by the modern monetary policy’. Whilst this rate of inflation has
been applied, the Applicant is confident that inflation rates will not significantly
affect the feasibility of the Project, either in the case of lower inflation or higher
inflation than the target inflation rate of 2%.

The current capital cost estimate for the Proposed Development, based on an
equal split of the estimated cost of the Project between the elements in France and
in the UK, is approximately £623m. For the purposes of the Application an equal
split of capital costs between the French and UK parts of the Project is assumed.
Whilst there may be some variance in practice, the elements of the Project and the
costs associated with delivery of the Project in both countries are broadly similar.

A broad breakdown of the estimated costs is included in the table below.

Works/Costs Estimate

Development costs (including £19m
professional and other fees)

Construction costs £599m
Land acquisition costs £4.97m
Estimated Total Capital Cost £623m

With regard to estimated land acquisition costs, a breakdown of how these have
been calculated is as follows:

Land Acquisition £1,277,000.00

Acquisition of Rights and Restrictions £1,973,775.21

Disturbance Compensation £664,980.33
Injurious Affection £645,000.00
Professional Fees £410,000.00
Estimated Total £4,970,755.54

1 https://www.bankofengland.co.uk/monetary-policy

11/65646587_2



5.7 The cost of interest and other debt servicing will be met from revenues generated
by the Project. The Applicant’s financial forecasts shows that the Project will
generate sufficient operating profits to ensure that Debt Service Cover Ratio and
Interest Cover Ratio are at an acceptable level. In addition, generally low interest
rates have been a feature of the economic situation over the past decade?, which
creates favourable conditions for securing infrastructure financing. Other debt
servicing costs, in addition to interest, typically include a commitment fee of around
2% of the respective debt facility and a reserve fee between 0.5% and 1%.

2 The history of Bank of England official rates is available here:
https://www.bankofengland.co.uk/boeapps/database/Bank-Rate.asp

11/65646587_2 6



6. PROJECT FINANCING

6.1 The Applicant has secured from its current investors financing sufficient to support
the Project until the completion of the development stage, which includes obtaining
all necessary permissions and authorisations, including the DCO. The Applicant
has invested approximately £35m in the development of the Project as of 30 June
2020. The residual cost of completing the pre-construction stage of the Project is
forecasted at £15m. This amount has been revised taking into account delays as a
consequence of the Covid-19 pandemic extending the pre-consent stage, and the
resultant changes in the processes to obtain the required consents.

6.2 Post the development stage the Proposed Development, and more broadly the
Project, is to be funded through project finance secured against the operational
profits (revenues) of the Project.

6.3 Typically interconnectors have the following streams of revenues:

6.3.1  Congestion charges - up to 75% of total revenues: Congestion charges
are charges collected by the interconnector operator for access to the
interconnector’s capacity from parties wishing to transmit electricity from
one country to another3.

6.3.2  Capacity market payments — up to 20% of total revenues: GB
interconnectors have been able to participate in the GB capacity market
since 2018. These are the payments for interconnectors providing a
security of supply services at the time of high demand and/or low supply
as a stand-by capacity*.

6.3.3  Ancillary services — up to 5% of total revenues: These revenues arise
from provision of various services to National Grid and RTE, which they
require in order to ensure the stability of national transmission systems®.

6.4 In addition, the revenues from the commercial use of the FOC within the Project
may contribute an additional 5% of total revenues.

6.5 The cost of regular operation and maintenance of the Project are very low
comparing to most of other types of energy infrastructure and are expected to be
at the level of around 1% of the capital costs, or nearly 2% of capital costs if
business rates in England and local land-related taxes in France are included.

6.6 Accordingly, it is expected the revenues to be generated will leave sufficient cash
flows available to repay project finance debt and provide adequate returns to
investors.

6.7 The Applicant expects that the financing will be arranged on the basis of project
finance debt with the tenure of 15 to 25 years constituting circa 70% of the total
capital costs of the Project, with the remainder to be financed with equity.

6.8 It is anticipated that equity capital will be derived from leading international
infrastructure funds, and that project debt financing will be secured from various

3 Baringa, February 2014, New electricity interconnection to GB — operation and revenues, for Department of
Energy and Climate Change, available here

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/322005/ne
w_electricity interconnection to gb operation and revenues baringa.pdf

4 Ibid, also BEIS, Capacity Market, Five-year Review (2014-2019), available here
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/81976
0/cm-five-year-review-report.pdf

5 National Grid SO Submission to Cap and Floor, June 2017, available here
https://www.ofgem.gov.uk/system/files/docs/2018/01/nget report to ofgem -

quantified interconnector impacts.pdf
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6.10
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banking sources and/or institutional investors. Possibilities of export financing by
export agencies of the countries of origin of key components of the Project are also
being considered as part of the public tender process.

The Applicant has been engaging with a number of potential investors since the
start of the Project directly, including British and international investment funds and
international energy companies. The engagement with a group of debt providers
and equity investors completed for the Applicant by KPMG in 2019 showed that
subject to obtaining necessary and appropriate consents, permissions and
approvals, investors consider interconnectors to be an attractive type of future
investment and therefore the Project is considered to be bankable.

Financing for the Project is therefore expected to be subject to grant of the
development consent order and the settlement of regulatory status of the Project
(see section 8 of this statement for further information in this regard).



7.1
7.2

7.3

7.4

7.5
7.6

7.7

7.8

FUNDING CLAIMS FOR COMPENSATION

Compulsory acquisition

The Order contains powers to enable the acquisition of land, new rights over land
and the imposition of restrictions that are necessary in connection with the
construction, operation and maintenance of the Proposed Development. Such
powers will be necessary to be used where the necessary land or rights over land
cannot be acquired by voluntary agreement.

In summary, the following land and rights over land are sought for the purposes of
the Proposed Development:

7.3.1  Acquisition of all freehold and leasehold interests over land required for
the construction of a Converter Station at Lovedean;

7.3.2 Rights to plant and maintain landscaping, including maintaining existing
hedgerows, on parcels of land necessary to mitigate the visual and
ecological impact of the Proposed Development;

7.3.3  Easements authorising the laying, operation and maintenance of the
HVAC onshore cables between the converter station and the existing
National Grid substation at Lovedean;

7.3.4  Easements authorising the laying, operation and maintenance of the
HVDC onshore cables between the Converter Station at Lovedean and
the landfall site at Eastney;

7.3.5 Temporary use of land in connection with the construction and
maintenance of the Proposed Development;

7.3.6  Easements of access necessary to construct and maintain the Proposed
Development;

7.3.7  Acquisition of all freehold and leasehold interests over land required for
construction of two optical regeneration stations near to the landfall at
Eastney.

Further details of the rights and interests over land sought for the purpose of the
Proposed Development are set out in section 6 of the Statement of Reasons
(Application Document Reference 4.2).

Professional advice and landowner negotiations

The total estimated maximum costs to acquire the land and rights required in
connection with the Proposed Development and for which powers of acquisition in
the Order are sought in relation to are approximately £5m. It should be noted that
this is an estimated valuation of the worst case land and rights required for the
Project, and excludes the valuation of the Crown Estate's seabed interest
(discussed below at paragraph 7.8) and professional fees and stamp duty land tax.
The Applicant considers that the actual cost of acquiring land and rights required
will be less than the above sum.

The current position regarding negotiations with landowners and those with
interest in land affected by the Proposed Development is summarised in the
Statement or reasons (Application Document Reference 4.1).

The Applicant has signed an option agreement with the Crown Estate for the
licencing of a corridor of the seabed being 1,000 metres in width and lying inside
the territorial limit. Within this seabed area, the Applicant may carry out site
investigations and / or install temporary works during the option period. The

11/65646587_2



7.9
7.10

7.11

Applicant may elect to exercise the option to draw down the licence within the
option period (being six years) and once granted, the licence grants the Applicant
rights to lay, bury, protect and use the section of the cable system for the
Proposed Development within a certain designated area for a period of 49 years.
The Applicant is negotiating a further option agreement with the Crown Estate for
the leasing of a corridor of the foreshore and bed of the river at Eastney,
Portsmouth. This lease contains similar rights to the aforementioned seabed
licence.

Blight

The current cost estimate (see section 5 of this Statement) includes an amount to
cover the total costs of the payment of compensation for the compulsory
acquisition of land and rights included in the Order and required in connection with
the Proposed Development.

It is not anticipated that any claims for blight will arise. Should any claims for blight
arise as a consequence of the Application the cost of meeting such claims will be
met from the sources of funding described above at section 6 to this Statement.

11/65646587_2 10



8.2

8.3

8.4

8.5

REGULATORY STATUS

The Applicant continues to work to secure regulatory arrangements for the Project
which would enable it to operate in the UK and France. In this regard, the
Applicant presently has two separate ongoing applications for an “exemption” from
certain regulations which are being considered by the relevant authorities.

An application for an exemption under the Electricity Regulation needs to meet six
criteria set out in the Electricity Regulation. In its decision of 2018, the Agency for
the Cooperation of Energy Regulators (‘ACER’) assessed the Applicant’s
exemption request against all six criteria and confirmed that the Applicant passed
five of the six tests set out in the Electricity Regulation. In relation to the element
that ACER deemed the Applicant not to have passed, the General Court of the
European Union has ruled that ACER acted unlawfully as it wrongly created a
hierarchy between two EU regulations and wrongly sought to create a further
conditionality for the exemption for which the Applicant had applied. On the basis
that this approach by ACER was held to be unlawful and given that the Applicant
had met all other criteria for the exemption, the Applicant has a pathway to an
exemption in 2021.

In respect of the ongoing exemption applications:

8.3.1 the first application relates to an exemption for the entire Project. This
application was submitted in December 2017 and was rejected by the
Agency for the Cooperation of Energy Regulators (‘ACER’). Following an
unsuccessful appeal to the Board of Appeal of ACER, the Applicant
brought an appeal before the General Court of the European Court of
Justice. On 18 November 2020, the General Court annulled the decision
of the Board of Appeal and this exemption application has therefore been
remitted to the Board of Appeal to reconsider in light of the judgment; and

8.3.2 the second application relates to a partial exemption, which was submitted
to the national regulatory authorities for the UK and France (Ofgem and
CRE) in June 2020. This application only seeks an exemption for the
portion of the project in French territory. The application is progressing
and a public consultation on the application was launched by the
regulators on 18 December 20206 and which will continue until 29 January
2021.

The grant of either of these exemption applications would allow the Project to
operate in France. If the second ‘partial’ exemption is granted, further regulatory
arrangements would be required for the UK portion of the Project. In this regard,
the Applicant intends to apply for a cap and floor regime, or its
equivalent/replacement, as soon as applications are invited following the
conclusion of Ofgem’s present interconnector policy review and the Applicant has
advised Ofgem of this intention.

In this regard the Energy White Paper: Powering our net zero future published by
the Department for Business, Energy and Industrial Strategy on 14 December
20207 identifies that Ofgem will work with developers and the UK’s European
partners to realise at least 18 GW of interconnector capacity by 20308, and it is

8https://www.ofgem.gov.uk/publications-and-updates/joint-consultation-aquind-s-exemption-request

"https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/945899/20

1216 BEIS EWP Command Paper Accessible.pdf

8 ibid, page 80.
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anticipated an appropriate policy mechanism will be introduced to ensure the
realisation of this increase at least cost to consumers.
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CONCLUSION

9.1 Whist the Project does not have the benefit of full funding at this stage, this is not
unusual for a project where the securing of funding is dependent on the securing of
a development consent order. It is not anticipated that there will be any funding
shortfalls for the Project in terms of its principal project cost, financing or land
acquisition at the time of when such finance is required.

9.2 The explanation set out in this Statement provides a basis for concluding that the
compensation arising from the potential exercise of compulsory acquisition powers
under the Order will be met, and that the necessary funding for the development of
the Project will be secured.
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Aquind Limited
Directors’ ReportA

For the year ended 30 June 2018

The directors present their report and the audited financial statements of the corhpany for the year ended 30 June 2018.
Principal activities .

The principal activity of the company during the year was the development of the Aquind Interconnector - a 2000MW high voltage
direct current power transmission line between the UK and France.

On June 23, 2016, the United Kingdom (UK) held a referendum in which voters approved an exit from the European Union (EU)
referred to as  “Brexit”). As a result of the referendum, it was expected that the UK would leave the EU by 29 March 2019

. although at the time of this report the terms and timing of any final Brexit negotiations remain unknown. The Directors anticipate
that Brexit could cause disruption and uncertainties around AQUIND's business and relationships with both future users of the
interconnector-and create a short- term uncertainty in respect of the regulatory treatment of AQUIND Interconnector by the UK,
French and EU electricity market regulators. Brexit is unlikely to have a direct impact on environmental, planning and consenting
activities, which are being currently undertaken by the company. Nevertheless, since construction of the interconnector is not
planned earlier than 2020 and its commissioning planned for after 2022, we consider that the interconnector’s business model
will remain viable. Any short-term immediate disruptions arising from Brexit are unlikely to undermine the fundamental, long-term
conditions of energy markets in the UK and France, which suggest significant economic benefits of the transmission of electricity
between the two markets. . .

Subsequent evénts

Subsequent to the year end, on 15 February 2019 100% shares of the Company were sold to Aquind Energy SARL, a company
registered in Luxemburg and the transaction has been registered with the UK tax authorities. .

Directors

The directors who served the company during the year, and up to the date of 5|gnmg were as follows:
Mr R D Glasspool

Mr. K Glukhovskoy

MrA Temerko

The Company has granted an indemnity to its directors against liability in respect of proceedmgs brought by third parties, subject

to the conditions set out in the Companies Act 2006 Such qualifying third party indemnity provision remains in force as at the

date of approving the directors' report. .

Donations

£34,000 was paid to the Conservative party for attendance at various events and conferences during the year. A proportion of the
- cost of these events are treated as donations by the recipient. It has not been possible to split this out. Further purchases of

£8,000 were also made from the Conservative party dunng the year .

Auditor

Each of the .pefsons who is a director at the date of approval of this report confirms that:

L] so far as they are aware, there is no relevant audit mfonnauon of whlch the company s auditor is unaware; and

. they have taken all steps that they ought to have taken as a director to make themselves aware of any relevant audnt
information and to establish that the company's auditor is aware of that information.

Small céfhpany provlslons

This report has been prepared-in accordance wnh the provisions appllcable to companies enmled to the small compames
exemption.

he board of directors on 27 March 2019 and signed on behalf of the board by:

Mr R D Glasspool
Director




Aquind Limited
Directors' Responsibilities Statement

For the year ended 30 June 2018

The directors are responsnble for prepanng the Annual Report and the financial statements in accordance with applicable law and
regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
- elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law), including FRS 102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland”. 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 penod

~In prepanng these financial statements, the directors are required to:
o select suitable accounting pohcues and then apply them consnstentiy,
. make judgments and accountmg estimates that are reasonable and prudent and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financiat statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and lntegrlty of the corporate and financial information included on the ]
company’s website. Legislation in the United Kingdom governing the preparatuon and drssemmatlon of financial statements may
differ from legislation in other jurisdictions.




Aquind lelted
Independent Audltor s Report to the Members of Aqumd lelted

For the yea; ended 30 June 2(_)18

. Report on the audit of the financial statements

Opmlon
In our opinion the financial statements of Aquind Limited (the ‘company’):

s give atrue and fair view of the state of the company’s affairs as at 30 June 2018 and of its loss for the year then ended,;
e have been properly prepared in accordance with United Kingdom Generally Accepted. Accounting Practice, including

Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republlc of Ireland”; and
* . have been prepared in accordance with the requirements of the Companies Act 2006.

) . : .
We have audited the financial statements which comprise:

the profit and loss account

the statement of comprehensnve income;
the balance sheet;

the statement of changes in equnty

the statement of accounting policies; and
the related notes 1 to 12.

The financial reponing framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republic of
‘Ireland” (Umted Klngdom Generally Accepted Accounting Practice). .

Basis for opinion

We conducted our audit in accordance wnh internahonal Standards on Auditing (UK) (ISAs (UK)) and apphcable law. Our
responsibilities under those standards are further described in the auditor's responsibilities for the audit of the financial statements
section of our report. .

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial

statements in the UK, including the Financial Reporting Council’s (the ‘FRC's’) Ethical Standard, and we have fulfilled our other

ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is suff cient -
and appropriate to prov:de a basis for our opinion.

Conclusions relating to going concern
We are required by 1SAs (UK) to report in respect of the followmg matters wheré:

. the directors’ use of the going concem basus of accountmg in preparatlon of the ﬁnancual statements is not appropnate
©oor
o the directors have not disclosed in the ﬁnancnal statements any |dent|ﬁed material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accountlng for a penod
of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in fespect of these matters.

Other information !
The directors are responsible for the other mformatlon The other mformatlon comprises the information mc!uded in the annual -

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we
" are required to determine whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have. performed, we conclude that there is a matenal mssstatement of this other
information, we are required to report that fact. . -

We have nothmg to report in respect of these matters.

Responsibilities of directors : )

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparatlon of the financial
statements and for being satisfied that they give a true and fair view, and for such intemal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error. .




" Aquind Limited
Independent Auditor’'s Report to the Members of Aquind Limited (continued)

For the year ended 30 June 2018

In_preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting untess the
directors either interid to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsnbilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in-the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:

www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Repon on other legal and regulatory requirements

‘Oplnions on other matters préscfibed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the directors’ report for the financial year for which the financial statements are prepared is
‘consistent with the financial statements; and - .
«  the directors’ report has been prepared in accordance with applicable legal requlrements

in the light of the knowledge and understanding of the company and its environment obtamed in' the course of the audit, we have
not identified any material misstatements in the directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to repoﬁ in respect of the following matters if, in our opinion:

e adequate accountmg records have. not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or .

the financial statements are not in agreement with the accounting records and returns or

certain disclosures of directors’ remuneration specified by law are not made; or

we have not received all the information and.explanations we require for our audit.; or

the directors were not entitled to prepare the financial statements in accordance with the small companies regime and
take advantage of the small companies’ exemptions in preparing the directors' report and from the requuremem to
prepare a strategic report.

We have nothing to report in respect of these matters.

Use of our report
This report is made solely to the company's members, as a body. in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by taw, we do not accept or assume’
responsibility to anyone other than the company and the company's members as a body, for our audit work, for this repon or for
the opinions we have formed.

27 March 2019 '




Aquind Limited
Statement of Comprehensive Income

For the year ended 30 ané 2018

- Administrative expenses
Operating loss
interest payable and similar expenses -

Loss before taxatioh

Tax on loss

Loss for the financial year and total comprehensive income

- All the activities of the company are from continuing operations.

_Note

2018
£

(1,023,130)
(1,023,130

(363,565).
' (1,386,695)

- (1,386,695)

The notes on pages 8 to 10 form part of these financial statements.

2017
£

(579,725)
(579,725)

(87,060)
(666,785)

(666,785)




Aquind Limited

Statement of Financial Position

As at 30 June 2018
. 2018 2017
Note £ £
Fixed assets '
Intangible assets 8 12,169,613 3,225,247
Tangible assets 7 8,109 -
12,177,722 3,225,247
Current assets . . ’
Debtors 8 1,014,452 254,383
Cash at bank and in hand © 50,666 420,064
© 1,065,118 674,447
Creditors: amounts falling due within one year 9 (15,092,991) (4363.150)
Net current liabilities ) (1_5,092.991) (3,688,703)
Total assets less current liabilities - (1.850,151) (463,456)
" Net liabilities S, 850 151) (463,456)
Capital and reserves ,
Called up share capital 330,001 330,001
Profit and loss account (2,180,152) (793,457)
Shareholders deficit (1,850,151) (463,456)

These financial statements have been prepared in accordance with the provisions applicable to companies sub;ect to the small
- companies' regime and in accordance wnth FRS 102 'The Financial Reporting Standard apphcable in the UK and Republic of

lreland'

- These ﬁnancual statements were approved- by the board of drrectors and authorised for assue on 27 March 2019 and are signed

on behalf of the board by:

Mr R D Glasspool
Director

Company registration number: 06681 477

The notes on pages 8 to 10 form part of these financial statements.




Aquind Limited
Statemént of Changes in Equity

For the year ended 30 June 2018

At 1 July 2016

: Loss for the year -
Total comprehensive loss for the 'year
At 30 June 2017 ' '

Loss for the year’

Total comprehensive loss for the year

At 30 June 2018

Called up

Profit and ioss
shdre capital . account Total
£ £ £
330,001 (126,672) 203,32
(666,785) (666,785)
- (666,785) (666,785)
-330,001 (793,457)  '(463,456)
'(1,386,695) . (1,386,695)
- (1,386,695)  (1,386,695)
330,001 (2,180,152)  (1,850,151)

The notes on pages 8 to 10 form part of these financial statements.
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Aquind Limited
Notes to the Financial Statements

For the year ended 30 June 2018

1. General information

The company is a private company limited by shares, reglstered in England and Wales. The address of the registered ofﬁce o
is OGN House, Hadrian Way, WaIIsend NE28 6HL.

2 Statement of compliance

i These financial statements have been prepared in compliance with Section 1A of FRS 102, 'The Fmancnal Reporting
: Standard applicable in the UK and the Republic of treland'.

3. - Accounting policies

Basis of preparation
The financial statements have been prepared on the hrstoncal cost basis and in sterlmg, which is the functional currency
of the entity.

Going concern
The-company has been and is dependent upon the shareholder in provudlng funding to cover the initial project development
costs. A number of shareholder loans have been provided to the company which are for a fixed term of one year. The
" shareholder has agreed to roll-over each loan and to extend for one further year. A budget has been prepared covering
one years required project development and overhead costs to 31 March 2020. The shareholder has provided a letter of
comfort to the company that the budget will be funded by additional shareholder loans and that all individual I6ans made to
date to the company will be extended for one-further year. The shareholder is therefore committed to provide continued
funding to the company for the current project development phase. The directors are'also investigating alternative sources
of finance, including commercial banks, other fi nanclal institutions and strategic partners to fund subsequent project stages.

" Taking into account the above and the ongoing financial support demonstrated by the shareholder, the directors continue
to adopt the going concern basis in preparing the financial statements :

Development costs

- Expenditure to establish the Pro;ect is recognised in the Profit and Loss Account on an accruals basrs Expendlture on- the
development of the Project is capitalised when its future recoverability can be reasonably assured and both its-technical
feasibility and commercial viability can be demonstrated. Costs capitalised include costs incurred in bringing the Project
to the consented stage, including costs associated with obtaining all material permits, authorisations and financing. At the

~ point where the future economic benefit from its use or disposal does not exceed the carrying value of the Project it is
.impaired. At the point that the Project reaches the consent stage and is approved for construction by the Board the
carrying value will be transferred to property, plant and equipment as assets under construction.

Forelgn currencies

Foreign currency transactions are initially recorded in the functlonal ourrency, by applylng the spot exchange rate as at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the exchange
rate ruling at the reporting date, with any gains or losses being taken to the profit and loss account.

“Intangible assets '
Intangible assets are initially recorded at cost, and are subsequently stated at cost less any accumulated amortisation and
impairment losses. Amortisation will be charged once the related asset is available for use.

Tangible assets .

Tangible -assets are initially recorded at cost, and subsequently stated at cost less any accumulated deprecratlon and
impairment losses. Any tangible assets carried at revalued amounts are recorded at the fair value at the date of revaluation
less any subsequent accumulated deprematron and subsequent accumulated impairment Iosses

4. Auditor's remuneration
2018 2017
£ : £

Fees payable for the audit of the financial statements - . 7,550 7,550




Aquind Limited
" Notes to the Financial Statements (continued)

. For the year ended 30 June 2018

5.  Employee numbers

—_

The average number of persons (based on the monthly average number |n line with Compames Act requnrements)

employed-by the company during the year amounted to 7 (2017 7).

6. Intangible assets
" Development . Intellectual , )
costs  property rights Other intangibles Total
£ - £ . O £
Cost . o _— . : .
At1 July 2017 . 3,195,998 5850 23,399 3,225,247
Additions . ] 8,944,366 - - 8,944,366
At 30 June 2018 . ‘ © 12,140,364 5,850 . 23,399 12,169,613
Amortisation ) g - .
At 1 July 2017 and 30 June 2018 ' R - = - -
Carrying amount ' } ’
At 30 June 2018 . . . 12,140,364 5,850 " 23,399 12,169,613
At 30 June 2017 . T 3,195,998 5,850 23,399 3,225,247
7. Tangible assets
-Fixtures and
fittings Total
£ £
~ Cost .
At 1 July 2017 ] ) , - -
Additions . o 9.018 9,018
At 30 June 2018 . g ’ 9,018 9,018
Depreciation K . ‘
At 1 July 2017 and 30 June 2018 : . o _ 909 909
Carrying amount ’
At 30.June 2018 8,109 8,109
At 30 June 2017 - -
\ —
\
8. Debtors
S S ‘ 2018 2017
, ' . . : . £ £
Prepayments and accrued income ) . 16,028 20,480
Other debtars - o . . 795,184 114,814
VAT . - : . ) - -203,240 119,089
‘ 1,014,452. 254,383




Aquind Limited

Notes to the Financial Statements (continued)

For the year ended 30 June 2018

10. .

1.

12.

Creditors: amounts falling due within one year .

2018. " 2017

Trade credltors ) ' . ) o 1,542,026 530,401
Amounts owed to group undenakmgs ' . : " 12,596,004 3,517,404
Accruals and deferred income . R ) 921,426 - 307,532
Social security and other taxes . - - 32,063 -
Other creditors 1,472° 7,813

15,092,991 4,363,150

Amounts owed to group undertakings have been advanced at an interest rate of 4.5% above the Barclays bank base rate.

Related party transactions

During the year, the-Company received marketing services from a relative of the company director in the amotint of £6,300
(2017: £Nil). The services were provided under the normal market conditions. Dunng the year the costs of these services
were included in administrative expenses. .

The outstandmg amount at the reporting date was £N|l (2017 £Nil).

" Controlling party

The cbmpanys immediate parent undertaking was OGN Enterprises Limited, a company registered in the Bﬁtnsh Virgin
Islands. The directors regarded the ultlmate controlling party to be TMF (BVI) Limited, a company registered in the Brmsh
Virgin islands.

Subsequent events

Subsequent to the year end, on 15 February '2019 100% shares of the Company were sold to Aqumd Energy SARL a-

: company registered in Luxemburg and the transaction has been registered with the UK tax authorities.

- 10.-
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Aquind Limited
Directors’' Report

Year ended 30 June 2019

The directors present their report and the financial statements of the company for the year ended 30 June 2019.
Principal activities

The principal activity of the company during the year was the development of the Aquind Interconnector - a 2000MW high voltage
direct current power transmission line between the UK and France.

On 23 June, 2016, the United Kingdom (UK) held a referendum in which voters approved an exit from the European Union (EU)
(referred to as "Brexit”). Following a general election held on 12 December 2019, the elected government moved forward with
seeking Parliamentary approval of a new Withdrawa! Agreement which was considered and agreed by the European Council on
17 October 2019. The Withdrawal Agreement was approved in January 2020. The new Withdrawal Agreement sets out the terms
of the UK's exit from the EU. In addition, the UK and EU also agreed upon a new Political Declaration which sets out the framework
for the future relationship between the EU and the UK, and reflects the Government's ambition to conclude an ambitious, broad,
deep and flexible partnership across trade and economic co-operation across a number of sectors, including energy, with a free
trade agreement with the EU at its core. As the outcome, the UK left the EU on 31 January 2020. There is currently a transition
period during which the UK and the EU should agree on post-Brexit trading arrangements. The transition period is currently due
to expire on 31 December 2020, but might be extended in order to complete negotiations.

Accordingly, uncertainty still remains over the future nature and timing over agreement on the future economic and trading
relationship between the UK and EU. This may lead to ongoing disruptions and uncertainties around AQUIND's business and
relationships with both future users of the interconnector and in respect of the regulatory treatment of AQUIND Interconnector by
the UK, French and EU electricity market regulators.

However, Brexit is unlikely to have a direct impact on environmental, planning and consenting activities, which are being currently
undertaken by the company. Nevertheless, since construction of the interconnector is not planned earlier than 2021 and its
commissioning planned for after 2023, we consider that the interconnector's business mode! will remain viable. Any short-term
immediate disruptions arising from Brexit are unlikely to undermine the fundamental, long-term conditions of energy markets in
the UK and France, which suggest significant economic benefits of the transmission of electricity between the two markets.

The Directors have considered the current economic uncertainty reflecting the Covid 19 outbreak and the associated economic
uncentainties and implications for delays to ongoing political dialogue associated with Brexit and the operation of the power

markets for the future. Whilst short term delays are expected the underlying economic requirements supporting the need for
greater interconnector capacity and the value of this project specifically are considered to remain strong.

Directors

The directors who served the company during the year were as follows:

Mr R D Glasspool

Mr K Glukhovskoy

Mr A Temerko

The company has granted an indemnity to its directors against liability in respect of proceedings brought by third parties, subject
to the conditions set out in the Companies Act 2006. Such qualifying third party indemnity provision remains in force as at the
date of approving the directors' report.

£13,000 (2018: £34,000) was paid to the Conservative party for attendance at various events and conferences during the year. A
proportion of the cost of these events are treated as donations by the recipient. It has not been possible to split this out. Further
political donations of £70,600 (2019: £8,000) were aiso made to the Conservative party during the year.

Auditor

Each of the persons who is a director at the date of approval of this report confirms that:
. so far as they are aware, there is no relevant audit information of which the company's auditor is unaware; and

L they have taken all steps that they ought to have taken as a director to make themselves aware of any relevant audit
information and to establish that the company's auditor is aware of that information.

Small company provisions

This report has been prepared in accordance with the provisions applicable to companies entitled to the small companies
exemption.




Aquind Limited
Directors’ Report (continued)

Year ended 30 June 2019

This report was approved by the board of directors on 20 May 2020 and signed on behalf of the board by:

Mr R D Glasspool
Director

Registered office:
OGN House
Hadrian Way
Wallsend

NE28 6HL




Aquind Limited
Directors' Responsibilities Statement

Year ended 30 June 2019

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 the directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law). 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 the profit or loss of the
company for that period.

In preparing these financial statements, the directors are required to:
L] select suitable accounting policies and then apply them consistently;

. make judgments and accounting estimates that are reasonable and prudent.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the
company's website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may
differ from legislation in other jurisdictions.




Aquind Limited
independent Auditor's Report to the Members of Aquind Limited (continued)

Year ended 30 June 2019

Report on the audit of the financial statements

Opinion
in our opinion the financial statements of Aquind Limited (the ‘company’):

« give a true and fair view of the state of the company's affairs as at 30 June 2019 and of its loss for the year then ended;

« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, including
Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and the Republic of Ireland”;
and

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

We have audited the financial statements which comprise:

the profit and loss account;

the statement of comprehensive income;
the balance sheet;

the statement of changes in equity;

the statement of accounting policies; and
the related notes 1 to 14.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republic of
Ireland” (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the auditor's responsibilities for the audit of the financial statements
section of our report.

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

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:

« the directors' use of the going concern basis of accounting in the preparation of the financial statements is not appropriate;
or

« the directors have not disclosed in the financial statements any identified material uncertainties that may cast significant
doubt about the company's ability to continue to adopt the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the information included in the annual
report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not cover
the other information and, except to the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we
are required to determine whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view, and for such internal contro! as the directors detemine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.




Aquind Limited
Independent Auditor's Report to the Members of Aquind Limited (continued)

Year ended 30 June 2019

Auditor’'s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial

statements.

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

Report on other |legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
in our opinion, based on the work undertaken in the course of the audit:

« the information given in the directors’ report for the financial year, for which the financial statements are prepared is
consistent with the financial statements; and
« the directors' report has been prepared in accordance with applicable legal requirements.

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

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

« adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches
not visited by us; or

the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by law are not made; or

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

the directors were not entitled to prepare the financial statements in accordance with the small companies regime and
take advantage of the small companies' exemptions in preparing the directors' report and from the requirement to prepare
a strategic report.

We have nothing to report in respect of these matters.

Use of our report .

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company's members those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’'s members as a body, for our work, for this report, or for the
opinions we have formed.

Anthony Matthews (Senior Statutory Auditor)
For and on behalf of

Deloitte LLP

Statutory Auditor

20 May 2020




Aquind Limited
Statement of Comprehensive Income

Year ended 30 June 2019

Administrative expenses

Operating loss

Interest receivable and similar income
Interest payable and similar expenses

Loss before taxation

Tax on loss

Loss for the financial year and total comprehensive income

All the activities of the company are from continuing operations.

Note

2019
£

(1,390,077)

(1,380,077)

753
(929.732)

(2,.319,056)

(2,319,056)

The notes on pages 9 to 11 form part of these financial statements.

2018
£

(1,023,130)
(1,023,130)

(363,565)
(1,386,695)

(1,386,695)

-6 -



Aquind Limited

Statement of Financial Position

30 June 2019
2019 2018
Note £ £

Fixed assets
Investments 7 894 -
intangible assets 8 23,355,679 12,169,613
Tangible assets 9 5,591 8,109

23,362,164 12,177,722
Current assets
Debtors 10 651,710 1,014,452
Cash at bank and in hand 1,049 684 50,666

1,701,394 1,065,118

Creditors: amounts falling due within one year 11 (3,796,950) (15,092,991)
Net current liabilities (2,095,556) (14,027,873)
Total assets less current liabilities 21,266,608 (1,850,151)
Creditors: amounts falling due after more than one year 1 .(25,435,815) -
Net liabilities (4,169,207) (1,850,151)
Capital and reserves
Called up share capital 330,001 330,001
Profit and loss account (4,499,208) (2,180,152)
Shareholders deficit (4,169,207) (1,850,151)

These financial statements have been prepared in accordance with the provisions applicable to companies subject to the small
companies’ regime and in accordance with FRS 102 'The Financial Reporting Standard applicable in the UK and Republic of

Ireland'.

These financial statements were approved by the board of directors and authorised for issue on 20 May 2020, and are signed on

behalf of the board by:

Mr R D Glasspool
Director

Company registration number: 06681477

The notes on pages 9 to 11 form part of these financial statements.




Aquind Limited
Statement of Changes in Equity

Year ended 30 June 2019

At 1 July 2018

Loss for the year

Total comprehensive income for the year
At 30 June 2019

Profit for the year

At 30 June 2018

The notes on pages 9 to 11 form part of these financial statements.

Called up Profit and loss

share capital account
£ £

330,001 (2,180,152)

(2,319,056)

- (2,319,056)

330,001 (4,499,208}

330,001 (4,499,208)

Total

£
(1,850,151)
(2,319,056)
(2,319,056)
(4,169,207)

(4.169,207)




/Aquind Limited
Notes to the Financial Statements

Year ended 30 June 2019

1. General information

The company is a private company limited by shares, registered in England and Wales. The address of the registered office
_is OGN House, Hadrian Way, Wallsend, NE28 6HL.

2. Statement of compliance

These financial statements have been prepared in compliance with Section 1A of FRS 102, 'The Financial Reporting
Standard applicable in the UK and the Republic of ireland',

3. Accounting policies

Basis of preparation
The financial statements have been prepared on the historical cost basis and in sterling, which is the functional currency
of the entity.

Going concern .

OGN Enterprises Limited has provided a number of shareholder loans to the company over the years. OGN Enterprises
Limited has confirmed its commitment to provide funding to cover the initial project development costs irrespectively of the
sale of 100% of shares of the company to Aquind Energy S.a.r.i.. OGN Enterprises Limited has agreed to roll-over each
loan and to extend them until 1 June 2021. OGN Enterprises Limited has provided a letter of comfort to the company that
the budget will be funded by additional loans and that all individual loans made to date to the company is extended to
1 June 2021. OGN Enterprises Limited is therefore committed to provide continued funding to the company for the current
project development phase. The directors are also investigating alternative sources of finance, including commercial banks,
other financial institutions and strategic partners to fund subsequent project stages.

In addition to the above the Directors have also considered the current economic uncertainty reflecting the Covid 19
outbreak as set out in the Directors’ Report. Reflecting that the company is not currently reliant on revenues, and has
secured funding to manage its spending plans for the next 12 months which has been reconfirmed as available in the light
of the Covid 19 developments. Whilst there could be some delays to the progress of the plans for the project this is not
considered to have a significant impact on the going concern assumption.

Taking into account the above and the ongoing financial support demonstrated by OGN Enterprises Limited, the directors
continue to adopt the going concern basis in preparing the financial statements.

Investments
Fixed assets investments are shown at cost less provision for impairment in value.

Development costs

Expenditure to establish the Project is recognised in the Profit & Loss Account on an accruals basis. Expenditure on the
development of the Project is capitalised when its future recoverability can be reasonably assured and both its technical
feasibility and commercial viability can be demonstrated. Costs capitalised include costs incurred in bringing the Project
to the consented stage, including costs associated with obtaining all material permits, authorisations and financing. At the
point where the future economic benefit from its use or disposal does not exceed the carrying value of the Project it is
impaired. At the point that the Project reaches the consent stage and is approved for construction by the Board the carrying
value will be transferred to property, plant and equipment as assets under construction.

Foreign currencies

Foreign currency transactions are initially recorded in the functional currency, by applying the spot exchange rate as at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the exchange
rate ruling at the reporting date, with any gains or losses being taken to the profit and loss account.

Intangible assets
Intangible assets are initially recorded at cost, and are subsequently stated at cost less any accumulated amortisation and
impairment losses. Amortisation will be charged once the related asset is available for use.

Tangible assets

Tangible assets are initially recorded at cost, and subsequently stated at cost less any accumulated depreciation and
impairment losses. Any tangible assets carried at revalued amounts are recorded at the fair value at the date of revaluation
less any subsequent accumulated depreciation and subsequent accumulated impairment losses.

4, Auditor's remuneration
2019 2018
£ £
Fees payable for the audit of the financial statements 11,750 7,550




Aquind Limited
Notes to the Financial Statements (continued)

Year ended 30 June 2019

5. Employee numbers
The average number of persons employed by the company during the year amounted to 7 (2018: 7).
6. Profit before taxation

Profit before taxation is stated after charging:

2019 2018
£ £
Depreciation of tangible assets 3,145 909
7. Investments
Subsidiary
undertakings Total
£ £
Cost
Additions 894 894
At 30 June 2019 : 894 894

Aquind SAS (France) is a 100% subsidiary of the company and was registered on 31 May 2019 for' the purposes of
developing the Aquind interconnector in France. It is currently operating under the control of the company and was dormant
as at 30 June 2019. The investment in the subsidiary company is carried at cost of £894 (2018: £nil).

8. Intangible assets
Development Intellectual
costs  property rights Other intangibles Total
£ £ £ £
Cost
At 1 July 2018 12,140,364 5,850 23,399 12,169,613
Additions 11,176,066 10,000 - 11,186,066
At 30 June 2019 23,316,430 15,850 23,399 23,355,679
Amortisation
At 1 July 2018 and 30 June 2019 - - - -
Carrying amount
At 30 June 2019 23,316,430 15,850 23,399 23,355,679
At 30 June 2018 12,140,364 5,850 23,399 12,169,613
9. Tangible assets
Fixtures and
fittings Total
£ £
Cost
At 1 July 2018 9,018 9,018
Additions 627 627
At 30 June 2019 9.645 9,645
Depreciation
At 1 July 2018 ' 909 909
Charge for the year 3,145 3,145
At 30 June 2019 4,054 4,054
Carrying amount
At 30 June 2019 5,591 5,591
At 30 June 2018 8,109 8,109

- 10 -



Aquind Limited

Notes to the Financial Statements (continued)

Year ended 30 June 2019
10. Debtors
2018 2018
£ £
Prepayments and accrued income 13,205 16,028
VAT 228,055 203,240
Other debtors 410,450 795,184
651,710 1,014,452
11.  Creditors
2019 2018
£ £
Amounts falling due within one year:
Trade creditors 2,463,860 1,542,026
Amounts owed to group undertakings - 12,596,004
Accruals and deferred income 1,200,962 921,426
Social security and other taxes 79,219 32,063
Other creditors 52,909 1,472

12.

13.

14.

3.796,950

2019 2018
£ £
Amounts falling due more than one year:
Amounts owed to group undertakings 25,435,815 -

Amounts owed to group undertakings represent loans made by OGN Enterprises Limited and have been advanced at an
interest rate of 4.5% above the Barclays bank base rate. OGN Enterprises Limited has agreed to roll-over each loan and
to extend them until 1 June 2021.

Related party transactions

During the year, the company received foans from OGN Enterprises Limited £11,910,079 (2018: £8,678,425). The
outstanding amount at the reporting date was £24,105,908 (2018: £12,185,829). Interest was charged on the loans from
OGN Enterprises Limited at 4.5% above the Barclays bank base rate and amounted to £929,732 (2018: £563,007). Interest
of £1,329,907 was outstanding at 30 June 2019 (2018: £400,175). OGN Enterprises Limited has agreed to roll-over each
loan and to extend them untit 1 June 2021.

During the year, the company received marketing services from a relative of the company director in the amount of £38,850
(2018: £6,300). The services were provided under the normal market conditions. During the year the costs of these services
were included in administrative expenses. The outstanding amount at the reporting date was £Nil (2018: £Nif).

Controlling party

The parent of the company is Aquind Energy S.a.r.l., whose registered office is at 26, boulevard de Kockelscheuer, L-
1821, Luxembourg. The Directors have the power to govern the financial and operating policies of the company.

Subsequent events

The Directors have considered the current economic uncertainty reflecting the Covid 19 outbreak and the associated
economic uncertainties and implications for delays to ongoing political dialogue associated with Brexit and the operation of
the power markets for the future. Whilst short term delays are expected the underlying economic requirements supporting
the need for greater interconnector capacity and the value of this project specifically are considered to remain strong.

.41 -
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Reference | Respondent(s)

Question

Response

13 to the Order, provide adequate protections for Virgin Media’s apparatus within the Order
limits.

14.Vodafone Ltd
The Applicant’s solicitor is now engaged in discussions with Osbourne Clark in relation to
entering into a protective provisions agreement for the protection of Vodafone assets,
following engagement from Osbourne Clark on 21 December 2020. Heads of terms have
been provided and the Applicant has agreed to Osbourne Clark producing the first draft.
The Applicant confirms it is not aware of any reason why this agreement will not be capable
of being completed before the close of the examination.

Should that agreement not be completed for any reasons, the Applicant confirms it is
content the protective provisions in included at Part 2 of Schedule 13 to the Order (REP6-
015), provide adequate protections for Vodafone’s apparatus within the Order limits.

15.Highways England
The Applicant has provided comments on the protective provisions for Highways England
on Thursday 14 January 2021, further to comments provided by Highways England on the
form issued to them by the Applicant. There are few points remaining to be agreed and it is
anticipated a form will be agreed which is acceptable to both parties, appropriate to the
works to be undertaken beneath HE assets, shortly. An update in this regard will be
communicated in updates to the SoCG between the Applicant and Highways England in
due course.

16.National Roads Telecommunications Services (‘NRTS’)
Protections, as necessary, are to be included within the protective provisions for the benefit
of Highways England.

CA2.3.2 | Applicant

Beyond what is written in Revision 2 of the Funding
Statement [REP6-021] and section 3.2 of the ‘Applicant’s
Response to action points raised at ISH1, 2 and 3, and CAH
1 and 2 [REP6-063], please can the Applicant supply any
information, redacted or not, to the ExA to demonstrate that
there is a ‘reasonable prospect’ of funds being available for
this project.

If no further information can be provided, how should the ExA
approach the matter of funding in its recommendation?

The Applicant does not hold any further information which is not of a commercially sensitive nature
and which its provision into the public domain would not potentially prejudice the Applicant’s future
commercial position. Whilst the Applicant fully appreciates the basis on the request made by the
ExA, the Applicant is not in a position to provide the information requested. It has been considered
whether information could be provided on a redacted basis, however the nature of the redactions
that would be required to be made would mean any such submissions would be of little value.

However, it is not considered that it is necessary to provide any further information to satisfactorily
evidence that there is a reasonable prospect of funds becoming available for the Project within the
statutory period. The updates made to the Funding Statement at Deadline 6 (REP6-021) set out
the basis on which it is anticipated regulatory status will be obtained and project financing
secured. The information provided by the Applicant in this regard sets out the clear and rational
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basis on which it is anticipated funding will be secured for the Project, subject to the grant of the
DCO and the settlement of regulatory status.

With further regard to regulatory status, all future interconnector projects in the UK will need to
obtain regulatory status before they can be operated, and as has already been submitted by the
Applicant there is nothing unusual about the sequence of approach of the Applicant in seeking to
obtain all consents and regulatory approvals in parallel with one another. To contrary, it is an
entirely logical approach to take, which gives confidence to all decision makers that the Project is
progressing appropriately for the approvals required from them to be provided.

Furthermore, the statements of the Government in the Energy White Paper (December 2020) that
they “will work with Ofgem, developers and our European Partners to realise at least 18GW of
interconnector capacity by 2030, provide further support for the Applicant’s position and provide
the ExA further assurance should that be required that the regulatory framework to facilitate the
delivery of increased interconnection by 2030 in accordance with and to meet the targets set will
be put into place, so as to facilitate the Project and other planned projects as necessary which are
to be funded on a Project Finance Model.

Noting the above, the Applicant considers the ExA should approach the matter of funding, and
particularly the question of whether it is considered there is a reasonable prospect of the Project
being funded, by considering whether anything has been raised which seriously questions the
Applicant’s evidence that there is a reasonable prospect of funding becoming available. In
considering this question, the ExA should give very significant weight to the evidence of the
Applicant of the fundability of the Proposed Development, which is reinforced by the clear
Government intent to deliver increased interconnection and to put in place the necessary
regulatory framework to do so, and the largely unchallenged evidence of the need for this and the
compelling benefits which increased interconnection will provide in the public interest. The needs
and benefits of the Proposed Development, and moreover the Project, are clearly explained in the
Needs and Benefits Report (APP-115), the Addendum to the Needs and Benefits Report (REP1-
136), and the second Addendum to the Needs and Benefits Report submitted at Deadline 7.

The Applicant submits that when having regard to all relevant information, the only rational
conclusion that can be reached on this question is that there is a reasonable prospect of the
Project being funded.

CA2.3.3

Applicant

Could the Applicant, in comparing its prospective situation
against that of the current landowners, explain what extra
controls and powers of deterrence it would have at its
disposal over the land proposed to be acquired for a security
and surveillance buffer around the Converter Station, and
why these controls amount to a compelling case for
Compulsory Acquisition?

As set out in the Design and Access Statement (paragraph 6.2.1(8) REP6-025) the Converter
Station has been designed in accordance with National Grid Guidelines and the operational
requirements include dual perimeter security fencing with sterile zone to allow appropriate entry
and exit provisions for workers and deter access by others.

The perimeter security (fencing and gates) has been designed to National Grid Technical
Specifications which state that the overall height of the perimeter fence (external fence) should be
3 m above base level with an electric pulse fence installed within the security fence (internal
fence) (paragraph 5.2.7.3 of the Design and Access Statement, REP6-025). In order to comply
with security and health and safety requirements, the Converter Station and telecommunications
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What specific threats are these designed to deter, and how
do these compare to existing threats and security buffers in
relation to the existing Lovedean substation?

buildings will have their own strict access requirements, hence the separate location of the
Telecommunications Buildings.

Whilst these measures provide a robust level of security, it is not the case that persons may not
still seek to breach the perimeter of the Converter Station and the Telecommunications Buildings.

Should the Applicant not own land surrounding the Converter Station and the Telecommunications
Buildings, it would have no legal right to remove people from the land in close proximity to them.
As such, it would not be able to deter persons from approaching the perimeters of either or
remove them from the land where they present a threat to security. By having control over the
surrounding land, it is the case that the Undertaker will be able to prevent persons from
trespassing on land in their ownership where such persons are doing so for the purpose of
seeking to breach the security perimeter fences. As such, by having control over the land the
Undertaker is afforded additional, and necessary, powers of control over the land for the purpose
of deterrence.

It is important to note that in relation to the land in question there are a number of reasons why it is
necessary for the land to be acquired, including so that landscaping can be provided, retained and
maintained without interference for the purpose of adequately visually screening the Converter
Station and Telecommunications Buildings and ensuring the biodiversity enhancements are
maintained without disturbance and the benefits they provide are realised and protected, to
provide the necessary drainage measures in accordance with the drainage strategy required,
including the location of attenuation ponds on the land for runoff from the Converter Station and
the Access Road. These reasons are over and above the security deterrence benefit as outlined
above. For these reasons, there is a compelling case in the public interest of the compulsory
acquisition of the land identified for permanent acquisition at the Converter Station Area.

As a comparison, the Lovedean Substation, owned by National Grid, is registered under Her
Majesty's Land Registry title reference SH28279 and comprises an area of 49.96 acres.
Inspection of the title plan shows that, at the closest point, the perimeter fence for the Lovedean
Substation is approximately 25m away from the boundary of National Grid’s ownership boundary
and for the maijority of the perimeter this distance is approximately 40-50m and in many case
extends much further, up to 190m in some cases. This area includes land which Messrs Geoffrey
and Peter Carpenter sold to National Grid in November 2013 which, for the avoidance of doubt,
includes part of the landscaping and visual impact mitigation measures at the western side of
National Grid’s ownership. This is referred to the in the Title Register for the property.

Whilst the Applicant does not wish to speculate on the reasons for National Grid’s land ownership
extending some distance beyond the immediate perimeter of the Lovedean Substation, it is
evident that National Grid do own and therefore control the areas of land surrounding the
Lovedean substation which would allow them to deter intrusion to the Lovedean Substation on the
same basis as has been set out by the Applicant in relation to the Converter Station. .
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CA2.34 | Applicant In terms of land identified for Compulsory Acquisition in the The I_and _identiﬂed for Compulsory Acquisition qf land or in respect of which rights may be
Book of Reference [REP6-062] please provide the total areas | acquired in the Book of Reference (REP6-062) includes:
in each of the following categories: _ .

By m———— - subsoil below the highway — 334,644m?2 (33.5 ha)
9 Y - - land owned (freehold) by local authorities — 446,441m? (44 .6ha), of which 559m? (0.5ha) is
e land owned by statutory authorities; required for the permanent acquisition of land rights;
¢ land owned by others. - land owned (freehold) by other statutory bodies — 163,822m? (16.4ha), of which 14,470m?
This list of categories is not exhaustive, and the Applicant (1.4ha) is required for the permanent acquisition of land rights; and
may add to it, or sub-divide further, if thought to be useful to - land owned (freehold) by other parties — 687,195m? (68.7ha) of which 194,010m? (19.4ha)
the ExA. The total area should, however, equate to that is required for the permanent acquisition of land rights.
identified in the Book of Reference. ) ) ) ) )
The above figures equate to the total area identified in the book of reference for plots subject to
compulsory acquisition of all freehold and leasehold interests in land or the grant of rights and
imposition of restrictions pursuant to Articles 20 and 23 of the dDCO. The figures provided do not
include land which is subject to powers of temporary possession only.

CA235 |Applicant In the Deadline 6 submission by The Deadline 6 submission of . incorrectly stgtgg the posi_tion put forward
relating to whether the Applicant's Compulsory Acquisition by |l at the CAH2. As confirmed at the hearing, the land acquisition valuation considers all
estimate covers the right land, is the understanding of |Jjj of the relevant land and the Applicant maintains that it has correctly estimated its maximum
Il CAH2 position correct ([REP6-138], Section D exposure to potential compulsory acquisition costs.
paragraph 3)?

If not. how is it not? In response to questions at the CAH2 hearing, |l confirmed that the land acquisition
d ) valuation did consider “all” of area shaded pink on the plan held up by Counsel on behalf of
, however he did not say that it “only” considered this area. It is therefore not
correct to state there is a “gap” in the estimate.
The Applicant confirms that all types of compulsory acquisition powers and powers of temporary
possession have been taken into account in the valuation and a full breakdown of the costs is
contained in paragraph 5.6 of the updated Funding Statement submitted at Deadline 6 (REP6-
021).

CA236 | Applicant During CAH1, the ExA asked the Applicant ‘what more can During discussions on agenda item 5.2 at CAH1, |Jili] on behalf of the Applicant agreed to
you give me on this’ when referring to funding availability and | look into whether any reports (or extracts) could be provided which would give the EXA confidence
security for its estimated Compulsory Acquisition costs. The | in the Applicant’s ability to fund the proposed development.

Applicant is now requested to list the additional information : 3 : : : 2 e
provided during the Examination and explain, against each Eollowmg_ the hegrmgs, in the post hearing notes (REP6-063), the Applicant conflrmed that it is not
item, why further information on this item cannot be provided | N @ position to disclose extracts from the confidential reports referred to at the hearings.
to the Examination. The Applicant has continued to consider this request and its position in respect of the documents
referred to at the hearings is set out below:
The documents referred to in CAH1 session 3 transcript are listed below:
e 2019 KPMG Report — this report, produced for the purpose of and including information
which is as a result of confidential commercial discussions, cannot be submitted into the
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Examination because of the commercially sensitive nature of the material contained in it
and the agreed conditions of the engagement with finance providers, being the basis on
which they agreed to provide feedback. It is not considered the provision of this on a
redacted basis would be of any genuine assistance, as it would be necessary to remove
most of the information and therefore not provide evidence which genuinely benefits the
decision-making process for the Application.

Any reports produced in that work — all information produced by KPMG is subject to non-
disclosure requirements in favour of KPMG. It is therefore not the sole decision of the
Applicant as to whether such information can be released into a public forum. The non-
disclosure requirements are legitimately provided for so as to protect the commercial
position of KPMG and the finance providers engaged with. In any event, for the reasons set
out above it is not considered the submission of the reports would be of any genuine
assistance to the decision making process in light of the redactions that would need to be
made to the information so as to protect the commercial confidentiality of all relevant
persons.

Regulatory submissions to both CRE and ofgem — CRE and Ofgem started on 18
December 2020 a Joint Consultation on AQUIND’s Exemption Request'. Exhibit 1 to the
Exemption Request was published as part of the consultation materials. In Exhibit 1
AQUIND provided the national regulatory authorities with the detailed analysis of the
Project’s benefits, including monetised and non-monetised benefits, also summarised in the
Need and Benefits Report (APP-115), Needs and Benefits Addendum (REP1-136) and the
second Needs and Benefits Addendum submitted for Deadline 7. Section 1.4.2 also
explains the assumptions behind AQUIND’s revenues from the use of its capacity by third
parties to transmit power between two connected markets (congestion revenues) as well as
GB capacity market. The NRAs had also been provided with relevant financial models. It is
a recognised practice among regulatory authorities that details of such calculations are not
made available publicly as it is commercially sensitive information and may prejudice the
interests of a project. Section 4 of the Exemption Request, also published by the NRAs,
provides an explanation of AQUIND’s financing strategy (section 4.5), that is linked to
AQUIND’s forecast revenues, with appropriate redactions in the version made available
publicly. In particular, AQUIND explained its expectations for the proportion of debt and
equity in its total financing package and expected sources of finance, which were also
explained in the Funding Statement (APP-023), the updated Funding Statement (REP6-
020) and the Applicant’s responses to the Examining Authority first Written Questions
CA1.3.1 (REP1-091). A number of organisations within each group — debt and equity

! Available in English here - https://www.ofgem.gov.uk/publications-and-updates/joint-consultation-aguind-s-exemption-request
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providers — were included in the investor engagement exercise carried out by KPMG 2019
on the basis of revenue forecasts submitted with the Exemption Request.

The Trade and Cooperation agreements (TCA) agreed on December 24, 2020 dedicates
specific attention to the cooperation between the UK and the EU on efforts to combat
climate change. As part of this cooperation, the TCA established a new regulatory
framework for energy infrastructure linking the member states of the European Union and
the United Kingdom, including an exemption regime similar to that in Regulation 2019/943
under which AQUIND submitted the ongoing Exemption Request. Following discussions
with the Energy Regulatory Commission (CRE) and its British counterpart Ofgem, AQUIND
expects that the NRAs will shortly publish a decision as to how the TCA impacts on the
ongoing Exemption Request.

CA2.3.7

Applicant

Has any evidence to support the Applicant’s financial
standing been provided to any relevant regulatory
authorities?

If so, what?
What was the response, if any, from those authorities?

Please see the information in the above responses regarding the Joint Consultation on AQUIND’s
Exemption Request and information relevant to the financing of the Project contained therein. The
information provided to the regulatory authorities, which where appropriate in maintaining
confidence is not disclosed into the public domain, is the information sufficient for the purposes of
those regulatory authorities performing their regulatory function in accordance with their assigned
responsibilities.

The financial standing of AQUIND Limited is not a parameter in the assessment under the
exemption regime.

CA2.3.8

Applicant

In view of the Deadline 6 submission by

I ((REP6-138], Section E paragraph 29), please
clarify the rational basis upon which the Applicant thinks
there is a genuine reasonable prospect of the requisite funds
becoming available to enable Compulsory Acquisition within
the statutory period following the DCO being made.

The Applicant has been engaging with a number of potential investors since the start of the
Project, including British and international investment funds and international energy companies,
all of whom consider electricity interconnectors to be an attractive type of future investment.

The Applicant has invested approximately £35m in the development of the Project as of 30 June
2020 and the residual cost of completing the pre-construction stage of the Project is forecasted at
£15m. The Applicant has secured financing from its current investors sufficient to support the
Project until the Completion of the development stage, which includes obtaining all necessary
permissions and authorisations in the UK and France, including the DCO.

As is standard practice for many major infrastructure Projects, post the development stage, the
Project is intended to be funded through project finance secured against the operational profits
(revenues) of the Project.

Following publication of the Planning White Paper in December 2020, appetite for investment in
interconnectors is only likely to further increase. The White Paper specifically recognises that
“Interconnection increases the ability of the GB electricity market to trade with other markets,
enhances the flexibility of our energy system and has been shown to have clear benefits for
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decarbonisation’. This White Paper provides a clear indication of future policy and approach to
meeting the UK energy demands, and that Interconnectors will form a key part of this this. It is
therefore anticipated a regulatory environment will be created in the UK to ensure investment in
this energy infrastructure is able to be forthcoming, for instance through a further cap and floor
regime. In this regard it is noted the Energy White Paper includes a commitment by the
Government to “work with Ofgem, developers and our European partners to realise at least 18GW
of interconnector capacity by 2030”. Further information in respect of the Energy White Paper in
relation to the Proposed Development is provided within the second Addendum to the Needs and
Benefits Report (document reference 7.7.19).

The Applicant therefore remains entirely confident that the Project is bankable and that funds will
be forthcoming to enable compulsory acquisition within the statutory period following the DCO
being made and is of the view there is no rational basis on which to conclude otherwise.

Taking into account the fact that (i) the Applicant has had no problems securing financing for the
Project to date, (ii) the expected appetite for future investment in interconnectors as part of the
green transition is likely to increase, particularly in light of the Energy White Paper; and (jii) it is not
unusual for the securing of funding in connection with the delivery of a project to be dependent on
the securing of a development consent order, it is considered the Applicant has satisfactorily
demonstrated that there is a reasonable prospect of the requisite funds becoming available to
enable Compulsory Acquisition within the statutory period following the DCO being made.

CA2.3.9

Applicant

If the Deadline 6 submission by
relating to Companies House records is correct ([REP6-138],
Section E paragraph 35d), explain the reported contrast.

If it is not correct, how is there no contrast?

The Deadline 6 submission by || GGG r<fcrred to is not correct.

The Companies House records which reveal that there is a protected person with significant
control over the Applicant limited company do not “contrast” with the records showing Aquind
Energy Limited S.a.r.l to be the sole shareholder and also the parent company of Aquind Limited.

A person is considered to have “significant control” over a company if they meet one or more of
the specified conditions in relation to the company listed in Part 1 of Schedule 1A of the
Companies Act (see section 790C).

In summary, a person does not need to own 100% of the shares to have significant control, nor do
they need to be an immediate shareholder or named director.

CA2.3.10

Applicant

Please provide the latest accounts for Aquind Energy SARL.

The most recent published accounts for AQUIND Energy Sarl are attached at Appendix 8 to these
responses (document 7.4.3.8).

CA2.3.11

Applicant

Who would a claim for Compulsory Acquisition compensation
be enforced against should the envisaged funding
arrangements for AQUIND not materialise, and is there
anything in the dDCO to prevent Compulsory Acquisition or
Temporary Possession powers being exercised where

The Undertaker is the person authorised to exercise the CPO Powers, and it would be the
Undertaker who a claim for Compulsory Acquisition compensation would be enforced against.

Please see the response below to CA 2.3.13 which is relevant to provisions in the DCO to prevent
the exercise of Compulsory Acquisition of Temporary Possession powers where funding is not
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