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CONSULTATION ON MAC PROCESS FOR PHASE
1 OFFSHORE WIND

S5E Renewables wishes 1o make this submission for consideration as part of the DECC consultation on
the MAC process for Phase 1 projects

This submission is being made in response to the Offshore Renewable Energy Maritime Area Consent
Assessment for Relevant Progects Consultation Document and is strictly without prejudice to any righis,
interests, entitlements or otherwise of Sure Partners Limited (SPL) andfor any applications made by SPL
pursuant to the foreshore lease between the Minister for Housing Planning and Local Government (farmerly
the Minister for Marine and Natural Resources) and SPL dated 11 January 2002 and/or to any other rights
SPL may have in equity or at law andior without admission in relation 1o any factual or legal issue in that
regard,

S5E Renewables is the larges! renewabla enargy developer, operator and owner in Ireland’s all-iskand
Integrated Single Eleciricity Market. Smce entering the Irish energy market in 2008 the SS5E Group has
invested significantly o grow our business here, with a total economic contribution of €3 8bn to Ireland's
economy over the past five years. We have awarded over €9 million io communities in the past 10 years
as part of our community benefit programme.

S5E Renewables is building more offshore wind energy than any other company in the world right o
We are currently constructing the world's larges! offshore wind energy project, the 3.6 GW Dogger Bank
Wind Farm in the North Sea, which ks a jeint venture with Equingr and Eni, as well as Scolland's largest
and the world's deepest fixed bottor offshore site, the 1.1 GW Seagrean Offshore Wind Fam in the Firlh
of Forth, & joint venure with TotalEnergies. In the recent Scotwind process SSE Renewables we were
awarded the rights, along with pariners Marubeni Corporation (Marubeni) and Copenhagen Infrastructure
Partners (CIF), to develop what will become one of the world's largest floating offshore wind farms off the
easl coast of Scofland,

Through our construction pipefine we're leading the delivery of £96n in new offshore wind farms in UK
waters. Batween them these projects will support and create more than 3,500 supply chain and operations
jobs in the UK

We plan to bring our world-leading excelience in offshore wind energy 1o Irish waters with plans to deliver
2 GW of offshore wind energy in the Insh Sea and Celtic Sea by 2030, including the Arkiow Bank VWind
Park off tha coast of Co. Wicklow. We are also actively developing Braymore Point off the coast of Louth
and Celtic Sea array off tha coast of Walarford,

These exciling plans across the LK, Ireland and infernationally will propel S5E Renewables further info @
new era of growth 50 we power the way to net zero.
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S5E Renewablas welcomeas the consullation cn the MAC process for Phasa 1 projects. Givan the imminand
opening of the MAC application window, it is vitally imporiant that the process is set up such thatl the risk of
failure by the limited number of parties is minimised, whils! also ensuring the procass is robust and
legelimate, setling oul a solid framework which can be rolled on to Phase 2.

SS5E Renewables views the majorty of what DECC has set ouf in B3 consultation as reasonable,
nodwithstanding a number of exceptions, some of which are significani. We also have concern that there
are some inconsistencies within the document which must be rectified before the MAC process begins

proper.

Dur pricnity concemn ig with respect o the duration of the MAC proposed, that being 30 years. As we
oulling in our response, this duration is excessively shor and i not in keeping with modern lurbing
lifespans, which could be up bo 35 years and potantially beyond. A duration which providas projects with
the opporiunity to repower will also take some pressure off the DRESS confract and remuneration via the
P30, As such, we suggest a period of 80 years, with rationake provided in the body of our response

With regard to the technical and financial criteria, we baleve these are by and large reasonable (bar a
numiber exceptions noted within our response), It is imporiand that companies can demonstrate the requigite
technical experience and competence, and show robust financial capability, both of which are absclutely
vital in the delivenng of offshore wind, Where companies are unable to mest these reguiremants, they
showld ook to work with pariners. This modef has been used in Scotwind where the majority of seabed was
awarded 0 applications containing multiple companies.

MNobwithsianding our general support for the financial and lechnical capabily assessments, we do have
some significant concemis. We anlicipata tha requirements for guarantee of funds are (o cover the cost of
a MAC {i.e the appropriate levies), rather than the full cost of the offshone wind project (given that both an
DRESS contract and planning permassion will subseguently required for this). A guarantee to cover the cost
of the project in full would be in the € billions, a requirement which even for SSE with our experience in
multiphe furisdictions would be a first. It is also unclear at what point this guarantes would be required, with
S5E suggesting A shoukd be submited on provision of MAC (L.e. Seplember). There are a number of ofher
concemns with respect to ihe financial requiremaents that S5E has oullined below.

Whilst we suppod in principal the notion that projects shouwld choose coordinates within thelr onginal
foreshore lease or lease apphcalion, we have significant concems about the equitabity of this procaess
given tha presenca of a project im Phase 1 with neither a lease or lease application. Unless this issue is
ramadiad, we sea tha risk that this project will be given significant compelitive advantage, an oulcoms
which could undermine the delivery of Phase 1

Whilst we welcoma the work DECC has done o date it is vital that industry sees the final requirements a
meonth before the MAC window opens. It is to Ireland’s benefit thal most, if not all, companies looking 1o
develop in Phase 1 include large companies with robust governance processes which must be adhearned to,
These processes need some foresight of the requirements 1o ensure thal applicants can submit completed
appfications, reducing the need for any follow-up from DECC or, at worst, decreasing the risk of failura.
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SSE Renewables would be glad to discuss any of our recommendations with DECC — please do not
hesitate 1o get in touch,

SSE Renewables has the following key recommendations in relation to the topics raised in this consultation
{in order they are addressed in this response):

Projects which do not hold a foreshore leaseforeshore lease apphcaton should be imided to a size
apprapriate 1o the energy density of all olher Phase 1 projects (or projects holding & foreshaone
leasalhaving made a foreshore lease application should be allowed to resize their seabed areas).
A project’s expon cable route should not be included within the area for which lavies are imposed.
Assignment of 8 MAC intra-group where there is no change in Supporting Entity should not be
desmed a ‘material change”,
MAC Applicants shoukd be required 1o have a minimum of 24 months cofpofabs experience in each
of the development, construction and operation phases.
Exparience should be at a higher capacity than 100 MW given the scale of Phase 1 projects. with
a value of 400 MW more appropriate.
We support the proposed requirement for 10 years’ expanance of the Irsh planning system and of
renewable development
We recommend that MAC Applicants are required 1o demonsirate that several {bul not all) senior
membeérs of their project team have a minimum of 5 years' expanence each in the dalivery of
offshore wind and that cumulatively, senior members of the project team can demonsirale a
rinamum of 20 years' experiance.
¥e recommend the removal of detailed questions on funding arangements but suppor the
overarching questions on “Type of funding arrangement” and “Details of the proposed funding
arangement” and a question on expected sources of project funding e.g. % debt and x% equily
A new entity gaining a controfling stake should not have to undargo a financial assessment if it has
an “investment grade” cradi rating,
The value any required Guaraniea covers shauld be the costs of having & MAC {i.e. the approprate
levies) rather than full construction cost,
An enlity which meets the financial requiremants (whethear this be €100m market cap or greater, or
an “investment grade” credit rating) should be exempt from the requirement to provide & Guarantes
of provide a legal opinion (where it is a non-Ireland incorporate)
In general, we support the financial criteria outlined though believe thesa could be improved in @
small numbser of areas.

o We recommend inclusion of a requirement that applicants demonstrate previous

experience in the raising of money for offshore wind projects

o We suggest a small reduction of the required gearing ratio to BS%.

= We recommend the requirement for assetsfliabilities ratio is lowerad 1o 0.6 or higher.
We recommend increasing the turnover requirement to a higher figure mone equivalent to the
E600m used in England and Wales.
We recommend one cash metric, namely *cash resources of €50
Only supporting entities with direct links to the Relevant Person should be considerad with respact
to fulfidment of financial viability assessment.
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»  The MAC application must allow for evolution of corporate structures from the point of apphcation
through to project delivery. 1o avoid need for unwaraned re-engagement or reapplication

«  We zupport the propose levies,

+« We believe the levies provide significant revenues and therefore no application fee should be
applied.

# We recommend the application window is extended to 3 months with final detaits ca tha MAC
process published al minimum 1 month before the application window opens
We recommend a MAC duration of 80 vears to ensure repowering of propects is possible.

1. To whal extent do you consider that the Guidance sets out a technical capability
assessment process that is effective, efficient, and transparent? Are there any
specific aspects of the Guidance that you consider require further clarification?

Geographic Coordinates and Site Selection e

Section 3.1.2 of the consultation document stales that “af — o

Retevant Projects must ke within the coordinates of the onginal

fareshare lease application”, ok e gl i |:,

We agree with the principle of using co-ordinates of “original - e

foreshore lease applications” to identify the site of the Ralevant N & Of

Project, It is, howewver, essential that this principle s applied iy i

aqually to all projects in a fair and transparent manner o -'-_-I b

As far as we are aware, North Irish Sea Array (NISA) did not ———— imm———

submit a foreshore fease application. Instead the site that NISA — Y=

appear to have identified (by way of a recent foreshore lcence +© . =7

application) is approximately 227km?, almost 4 times larger ke

than the next nearest Phase 1 site. This

larger area allows turﬁp&s o be spread over | © | Area umzy | Anticipated Enecgy

a larger space, extracting more energy with MEC :-rwum!m

less wake losses, prowviding them with 30 | o 1 28 3T0-400 14

extremely low energy density. Put simply, this [ ounin amey1 | 2 28

puts the NISA project al @ very significant oo inayz | 3 ™ 000-800 118

competiive advantsge over and above 8l Mroging 4 58

other sites. Coding 2 5 T} Hoo-Ea e
Sceirde 6 0 350450 1-156

As such. we have sgnificant concerns as to e z 337 =00 P

whether the current situabion with respect to e ™ rm R30-800 B12

MISA's selection of seabed s equitable.

Around 2019, GU_403440 secured a gnd offer on the basis of @ 202223 T-4 Capacity Auction which
contained a commitment ko reach financial close in Oct 2020 and substantial completion in Sept 2022, It
has been demonsirated that thesa dates were not and cannot be achieved, especially 56 for a project which
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had ! has neither planning nor a foreshore kease. SSE raised this issue at the time with bath EirGrid and
CRU" and were assured that connaction limalines and conditions committed ta in tha T-4 auction would be
refiected in any grid contracts issued?

SS5E followed up with CRU and EwnGrid again in June 20217, nating that it seemed apparent that GL_403440
(at that point confirmed as MNorth Irish Sea Array) could never have delivered on the commitments made as
part of the 2022123 T-4 Capacity Auclion, and requested clarification as to the implications of the recent
capacity lermination notice on the project's aligibility to be processad to receive a connection offer. SSE
hawve rot, to date, received a responsa,

It is unfortunate that we have seen no measures to address these concemns, particularly so given the
chaltenges which the Irish electricity system currently faces with respect to lack of capacity. Indead, the
CRU noted in their publication an Security of Electricity Supply* issued in September of 2021 that capacity
being procured via the capacity mechanism and subsequently failing to deliver has created a very significant
security of supply issue for Ireland that will take years to resolve. It is hard to understand how a project
participating in a capacity mechanism far a delivery year which it has not achieved could now be awardad
seabed four imes the size of its nearest competilor, with no size consliraint apphed in ling with cther Phase
1 projects

Should a site such as the NISA site, for which there is no foreshore lease or foreshore lease application,
be permitted 1o self-select an arbitrary and unlimited area which is not the subject of an criginal foreshore
lease f forashore bkease application and which gaves them a significant competitive advantage, then all ather
sites should be allowed 1o revise thelr site boundanes accordingly. If other sites are not allowed to revise
thedr site boundaries accordingly. then the NISA site should be sized appropriately for the output of the
windfarm, in line with all other projects. Specifically, the NISA site should be limited to the median energy
density of all other sites, namely 13MWEm?, and (o an overall sa area of 38km?® (based on SO0,

Unless this issue is resobved in a fair, efficient and transparent manner, the underlying equitable nature of
methodolegy for allocation of seabed to Phase 1 projects and the “faimess” of the ORESS1 auction may
be open to challenge,

We would also noté that Section 3.1.2 of the consultation document requires a statement that the
coxvdinales of the MAC application are within the coordinales of the onginal Foveshone Lease application
and provides an oppartunity for MAC applicants 1o provided any explanation for differences. As per our
recommendation above, S55E Renewables do not see the need o provide applicants an opporunity to
explain any differences from their Foreshore Lease | oniginal Foreshore Lease application, unless it is as
part of ensuring a level playing field amongst all Phase 1 projects.

Finally, Section 3.1.2 of the consullation document requires that the proposed co-ardinates of the
lransmission cable route, including any affernative is provided as part of the MAC application. SSE
Renewables agrea that this data is provided, however, i calculating the site area for the purpose of

" Lother of April 2045 droem | in CRU, included in Appendiy

* Letter of May 2009 from , & S5, included i Appendix

* Lesttesr of June 2021 from WAL, InCludesd in Apandi

* CRU Information Paper Secunty of Elsmnciy Supply hips M. o sekwgp-contentiuploada 3021 DS/CRUE 111 8-Securty.of-
Elecinichy-Jupphy-HEZRENCE3-Programme-of Actions. pdf
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imposing a levy, the export cable route, from the point where it leaves the site 1o the point where it reaches
the landing point should not be included

S5E Renswables Recommendation: So as to ensure a level playing fiedd in both the allocation of MACSs
and any subsequent ORESS auction, either projects which do not hold a foreshore lease / foreshore lease
application should be limited 1o a size appropriate to the energy density of all other Phase 1 projects or
projects holding a foreshore lease / having made a foreshore lease application should be allowed to resize
their seabed angas.

28 Renewables Recommendation: The export cable route should not be included within the area for
which a levy is imposed,

Reassessment of a MAC application (Section 2.5.3)

We note that the consultation document suggests that “assignment of a MAC” (point (c)) constitutes a
material change (Section 2.5.3). Furthermare, Section 2 6 of Annex 2 notes the requiremant for a financial
viability assessment post assignment of interest and references a “significant change i control. On this
issue, in the interests of minimising the administrative burden on Government and MAC holders, and
avoiding creating further avenues for potential legal challenge, we would note that an assignment of a MAC
intra-group, in @ scenano where thera is no change in the Supporting Entity, should not in S5E Renewables
view fall within the definition of a *material change” undar the MAP Act 2021,

S5E Renewables Recommendation: To ease the adminisirative burden on Govt and MAC holders, and
to avoid creating further avenves for potential judicial review, assignment of 8 MAC infra-group where these
is no change in Supporing Entity should not be deemead a “material change”

2. Do you consider the technical criteria to be appropriate? What alternative
criteria, if any, would you suggest?

ZEE Renewables generally supports the technical criferia outlined in DECC's consullation, though believe
a limited number of changes are warranted. It is impartant that the requirements put in place are reasonable
but robust, such thal corporate entities must demonstrate their abilty to delver an offshore wind farm and
engure that those being awarded a MAC have a credible chance of delivery. Where companies are unable
i meed these fechnical requirements, they should lock to work with partners. This model has been used in
Scotwind whese the majority of seabed was awarded to applications containing multiple companies.

Corporate Experience [Section 3.1.3)

Sechion 3.1.3 af the document requires that MAC Apphicants can demonsirale a minimum of 12 months
corporate experience at the development, construction and operation stages of an offshore windfarm equal
1o or greater than 100MYY.

Ireland & an emerging marke! for offshore wind, and as such, must ensure that the initial phase of projects
are successful, thereby mstilng confidence in the global supply chain and imvestment community for
subsequent phases. Essential to this success is ensuring thal MAC Applicants (including Supporting
Entitias) bring the necessary experience of development, congtruction and operation of large-scala offshore
infrastructure. On that basis, we would query whether a level of 100 MW is sufficient, given the smallest
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Phasa 1 project has an expected MEC of 400 MW. DECC should consider whether a higher figure than
100 MW should be used, such as equal to or greater than 400MW,

Large scale offshore wind projects take a minimum of 10 years to deliver, and from a Corperate perspective,
12 months will not demonstrate that MAC Applicants have the necessary length or breath of EXpEIIENce
across the development, construction or aperation phases. On that basis, we would recommend that al
teast 24 months corporate experience is required in sach of the development, construction and operation
phases of an offshore wind project

The development phase of an offshore windfarm does not end when planning is granted. The period
between (in the case of ORESS) when planning is granted and financial close takes place will remain a
complex and imporant pariod in the development Ifecycle. We therefore believe that Development should
b deemed to end (Annex 1 Section 4.1(a)) al the point where financial close/FID is achieved on & windfarm.

The construction phase of an offshore windfarm does not end when the windfarm is first energised. Again,
significant works are completed in the time between when the windfarm i3 anargised and the windfam
reaches “commercial operation”. We would also nofe that “commercial operation” i proposed under the
ORESS TACs to ba the momant at which an offshore wind farm is considered to be delivered. Therefore
we believe that construction should be desmed ta end (Annex 1 Section 4.1(b}} at the point wherne
commegrcial operation is achieved on a windfarm

SSE Renawables Recommendation: So as to bring to bear the necessary experience required in an
emerging market and increase the likelihood of successful delivery of the initial projects, we recommend
that MAC Applicants are required to have a minimum of 24 months corporate experience in each of tha
development, conslruction and operation phases. DECC shauld consider a higher requirement than 100
MW given the scale of Phase 1 projects. all of which are anticipated o have MECs abave 400 MW, A value
of 400 MW may, therefore, be more appropriate

SSE Renewables Recommendation: So as to ensure that the appropriate skills and experience are
accounted for in this exercise, we recommend that Development sheuld be deemed to end (Section 4.1(a))
when a project reaches Financial Close / FID, and Construction should be deemed io end (Section 4.1(b))
when a project reaches Commercial Operation,

Commitment to the Project {Section 3.1.3)

With respect to the requirements for senior team members, we welcome the change made between the
DECC workshop in Iate 2021 and the consulfation, which now provides for more flaxibility in defining senior
leam members (fecognising net all project teams will be set up the same) and allows projects fo
demonstrate their abdity 1o meet these requirements. on apgregate, rather than all requiremenis for all team
members,

Notwithstanding this improvement, there i some confusion as to how aggregation of experience is
permitted. Can years of experience be added fogether lo meet the requirements, or does at leas! ane team
member nead fo meet each metric? Our comments below are based an the latter interpretation (with the
former unlikely 1o prove problematic).
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We beliave that the reguiremenis thal senior members of the delvery team can demonstrate at least 10
years of renewabile energy development experience and at least 10 years' expenence of the Irish Planning
Syslem are appropriate and unhikely 1o be problematic for credible developars. Both of these conditions will
ensurd that the necessary exparance is browght to bear in delivering these initial projects,

We do, however, believe that minor changes are required Io ensure developers can maximise saniar roles
and expertise from within Ireland, Specfically, we have concems with the requirement that senior members
of the delvery team demonstrate at least 10 years of offshore wind development experience, Even as one
of the largest developers of Offshore Wind in the world, S5E have a limited number of indhiduals with 10
years' expenence in defivering offshore wind and in addition, most of these indaiduals are not based in
Irgland. Therefors, a requirement for at least 10 year experience in offshore wind development will likely
rasult in at keast some of the members of the Irish team and those who have spent their careers in Ireland
being precluded from taking senior roles within the project delivery team

We acknowledge that a requiremant of this nature is appropriate, but would suggest this should be that
MAC Applicants should be required to demanstrate that several (but not allj senior members of the project
team have at keast 5 years of offshore wind development experience, and that cumulatively, the senior
members of the project team {for example Project Dwector, Propect Manager, Consant Package Manager,
Manine Package Manager, Turbine Package Manager) can demonstrale 8 minimum of 20 years'
exparignce. This would allow those with significant experience, including people who may have even
delivered offshore wind farms (but who's experience in doing this may sit betweaen 5-10 years) to contribute
to the overall assessment

S3E Renewables Recommendation: S0 as to ensure a balance between ensuring the necessary
development experience and allowing employment of Irish ndwiduals on Insh progects, we recommend that
MAC Applicanis are required 1o demonsirate that several (but not all) senior members of their project team
have a minimum of 5 years experience each and that cumulatively, senior members of the project team {(Tor
example Project Director, Project Manager, Development Package Manager, Marna Fackage Manager,
Turbine Package Manager) can demonsirale a minimum of 20 years' exparience.

S5E Renewables support the requirement for several senior members of the team to have at least 10 years'
axparience in renewable energy development and for several senior members of the beam o have at laast
10 years’ experience in the Insh planning syshem

3. Do you consider the templates (Appendix A to F) sufficiently clear to
understand the specific information being requested in each case?

S5E Renewables believe the templates prasenied are reasonable. However, we would suggest that there
is some flexibility with respect to the presentation of the information, o as 1o allow developers present
material already devalopad.

4. To what extent do you consider that the Guidance {Annex 2) sets out a
financial viability assessment process that is effective, efficient, and
fransparent? Are there any specific aspects of the Guidance that you consider
requires further clarification?
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Annex 2 Appandix F requires specific datails of "committed” funding of the project At this early stage,
projects will not be able to provide dedadl on source of funding given that the market is at least one year
away from securing an ORESS contract and approx, two years away from securing planning consent, and
likety @ year beyond achievernent of consent 1o reaching financial close. At this stage, therefore, we would
suggest this leved of detadl is excessive. It is imponant to nole that facility details such as the level of warking
capadal facility etc. will, at this stage, ba undeterminad.

We do, however, understand the interest in ensuring apphcants have considersd whera they will recee
funding from. As an alternatve, tharefore, SSE Renewables suggests that this should reguire expected
sources of project funding e.g. approximately x% debt and x% equily, as well as the general quesiions on
proposed "Type of funding arrangement” and "Delails of the proposed funding arrangement”

S3E Renswables Recommendation: We would suggest the ramoval of detail questions on Tunding
arrangemenis given projects are ikely 3-8 years minimum away from construction and will likely be unable
to provide any detail on various areas, Instead, we support the cverarching questions on "Type of funding
arrangement” and “Details of the proposed funding arrangement” and a question on axpectod sources of
project funding e.g. % debt and x% equity.

5. Do you consider that the Guidance (on Relevant Person Assessment) is
sufficiently clear to understand which parties within a consortium need to
submit documentation for assessment?

We note that Annex 2, Paragraph 2.6 “Change of Contral” suggesis a new anlify gaining a contralling staka
would mol have to undengo a financial assassmant if # is isted and has a market cap greater than €100m,
however there is no requirement as o where the listing is. SSE Renewables would suggest thal a more
appropriate test would be to require that an entity is listed and has an “investiment grade’ credit rating, as
mentioned in Paragraph 2.5, given it addresses mone directly the issuee of financial robusiness.

S55E Renewables Recommendation: A new entity gaining a conifrelling stake should not have to undergo
a financial aggessment if it has an “investment grade” credi raling

6. Are there any specific aspecits of the pro-forma Supporting Entity Guarantea
that would prevent you from undertaking your ORE Project(s)? To what extent
do you consider the Relevant Authority should be able fo recover costs under
the guarantee?

S5E Renewables have significant concerns that the amount whath needs 1o be Guaranieed by a supporting
entity is not clear. Paragraph 3.3 stales "Where the Redevard Person proposas fo rely on a Supporiing
Entity, confirmation is required stating that the Supporting Entity will guarantee the obligations of the
Relgvanf Person fo complete the proposed ORE Projecifs] if the Relevamn! Person is unabie fo meel its
Financial Commitmants.” One reading of this could be that the parent company has to guaranies the full
consirection cost of the project (runnimg into bilkons of Eura),

10



@ Sse | e,

This would not be in keaping with other lease application processes e.g. Scotwind and would be highly
unusual, This requirement could preclude a number of experienced and credible developers from applying.

Maoting that & MAC itselfl does not prowvide @ recipient with either the abilty or obligation to build 8 project
(without an ORESS contract or planning permission), 55E Renewablas’ working assumption s that the
armount fequingd to beé guarantead would be the annual cost of the MAC contract e the assorated lavies.
From discussions with other Phase 1 developers we understand this the interpretation industry is taking at
large. This still would require a guarantes of € milbons but would represent a more appropriate level of
guarantes.

We would, however, query whether such a guarantese was is needed in all circumsiances, Paragraph 2.6
in Annex 2 "Change of Coniral’, states thal a new entity gaining a controlfing stake would not have 1o
undergo a financial assessment if it is a fisted company and has 8 market cap greater than €100m, though
as per our response 1o 05 we believe this should instead be if the entity has an “investment grade” credit
rating. We can, therefore, see no reason a3 to why, i the applicant meats these criteria, there is need for
the applicant o underge a financial assessment or provide a guarantee,

Clarification as to when the PCG needs to be put in place and when it terminates & also required. Plaase
note that applicants will typically be required to complefe intermal corporate governance on their MAC
applications and in panticular the requirement for PCGs, and these processes typically takes a number of
wipdks 1o complate and cannot be commenced uniil the final requirements are clear, We would, therafore,
sugges! that where a Guarantes is necessary, it should be required on issuance of a MAC i.e. in September,
rather than during the application windows, which iz likely ko come at very shost nofice

Para 3.3 also states “Whara the Supporting Entity is a non-lreland incorporated entity, a legal opinion should
be svbmitted with the guarantee where required,” We would suggest that a legal opinion should not be
required for entities that are Ested and meel minimum “investment grade” criteria

S3E Renowables Recommendation: S5SSE Renewables undersiands thal should a Guarantee be
requined, the amount it must cover reflects the costs of having a MAC (i.e. the appropriate levies) rather
than full construction cost. We would have significant concerns should the latter interpretation be correct,
with a PCG for € billions representing a highly unusual and non-trivial requirement.

Wa recommend that in line with the requirements cutlined in Annex 2, Para 2.6, an entity which meets the
financial requirements (whether this be €100m market cap or greater, or an “investment grade” cradil rating
as per S5E's suggestion) should be exempt from the requirement to provide a guarantea.

Simitarly, where a company meels the requirements above and is a non-reland inconporate entity we would

suggest thal no legal opinion is necessary, a requirement which will add unnecessary administratrve
burden for almost all applicants and for those processing applications

"
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7. Do you consider the criteria to be appropriate? What alternative criteria, if any,
would you suggest?

and

&. Are there any quantitative metrics within the criteria that you consider should
change? For example, the current and gearing ratios have been deliberately
set at levels that would identify companies at significant risk of financial
distress. Should these melirics be more stringent?

In general we believe the financial criteria are mostly appropriate, thowgh we would suggest alterations in
a limited number of areas and believe there are opportunities 1o make them more robust and provide
assurances which DECC appear io ba sesking

For example, elgewhere in the consullation DECC have sought information on how the projects will be
financed, which S5E Renewables have advised is likely to be excessive at the point in time of MAC
application. One criteria which could be used inslead to ensure MAC applicants are those which have
previcusly ratsed finance for offshore wind is to include that regqurement i@ “Evidence of previous
experience in ralsing money for offshore wind projects”. This requiremneant was a pass/ifail criteria in the
recent Scotwind process and will be critical to the successful delivery of Phase 1 of Ireland's offshore wand
ambitions, particularly given the added complexity resulting in projects competing for route to market ahead
of requiring planning pemmission,

SS5E Renewables balieve the gearing ralio might be unnecessarily high at 80%. Whilst we are aware thal
DECC do not wish to unnecessarly exclude applicants, we would sugges! a small reduction to B5%
could perhaps be more approgriate

With respect 1o the requirement for a ratio (assetsfliabiities) of 0.65 or greater, we would note that S5E's
ratio has in at least one recen! year been close (o this number. We are cognisant that it is not the intention
of these requirements to preclude companies with significant financial resource such as SSE and gthers
from the process. To ensure no unintended issues, we would recommend lowering the current ratio
requirement to 0.6 or above.

S5E Renewables Recommendation: In general, we suppon the financial critena outlined though bebeve
these could be improved in & small number of areas.
» We recommend inclusion of a requirement that applicants demonstrate previous experience in the
raising of money for offshore wind projects.
» We suggest a small reduction of the required gearing ratic to 85%.
» We recommend the requirement for assets/liabilties ratio is lowered to 0.6 or higher
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9. The net assets and cash criteria assess the financial capacity of Relevant
Pearsons to deliver ORE Projects at scale. To what extent do you consider
these metrics will limit market competition, including from new entrants?

S5E Renewables would have significant reservations as fo whether the Nel Assets and the Turnover ratio
of €50m is sufficsently high. These are multi-billion Euro projects and increasing these ratios will better
demonstrate the capability of the Relevant Person/Supporting Enlity 1o build these projecis.

For example. in the England & Wales Round 4 process this reguirement was set at E500m. We believe a
figure closer to this than the €50m figure would be significantly more appropriate for the MAC process

We would also recommend ane Cash meing, namely the “Cash Resources of €50m” which should be
sufficient to demonsirate abiity to cover costs of devex. For comparison, Round 4 in England & Wales
required £45m. W have significant concerns that the criteria "a cash cover ratio of greater than 1.0x {i.e.
cash resources greater than the next 3 years' commiments on Insh ORE projects)” is too open to
interpretation regarding timing of next 3 years’ spend and some projects could be funther ahead on spend
than others. Projects which are further advanced could therefore be required to demonstrate higher cash
cover, something which appears uneguilable and would advantage less wall developed projects. Also, cash
commitments will continue 1o change in the medivm term as these projects are still a number of years away
frem FID

35E Renewables Recommendation: We recommend increasing the turnover requiremant to a higher
figure, noting a requirement of E600m used in England and Wales which we see as more appropnate. We
recommend one cash metrc, namely “cash resources of €50m",

10. Do you consider that the outcome of the financial viability assessment is
adequately clear?

S5E Renewables is broadly satisfied with the financial viabilty assessment process and ocutcome of the
same.

11.Do you consider that the Relevant Authority has too much / too little flexibility
to ensure that Relevant Persons with the financial capability to deliver ORE
Projects pass the financial viability assessment?

SEE Renewables would question the rabionale of allowing Supporing Enfities with no direct links to the
Relevant Parson to fulfil the financial assessment criteria. It is unclear how an entity with an indirect link
would give any assurance to the financial competence and, as such. delverability of offshore wind
prajects,

SSE Renewables Recommendation: Wi recommend that only supporting entities with direct links ta
the Relevant Person and considered with respect o fulfiment of financial viability assessment.
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12. Do you consider that the financing arrangements listed in the Guidance are
appropriate? Should any other financing arrangements be identified in the
Guidance?

and

13.Do you consider that the other financing arrangements provide adequate
flexibility for companies to demonstrate their ability to demonstrate their
financial viability in the future? For example, financial close for ORE Projects
may occur several years after the grant of any MAC. To what extent is the
timing of the financial viability assessment problematic?

Corporate Structuring so as to facllitate Project Finance

Givan the multi-billion euro investmens required of large scale offshore wind projects, it is almost cerigin
that all projects will be financed on a non-recourse project finance basis with a club of banks providing
finance. Il is important that the corporate structure of a large scale offshore wind project faciitates finance
arrangements, and this typically requires a "HoldCo™ which sits in a corporate structure directly above a
"Project 5PV, with the Project 5PV holding the MAC 7 Lease, Construction & Operation Contracts, Route
to market, el {iypical arangement depicted in Diagram B below). Also, given the scale of finance required,
resk profile, efc, it is likely that additional shareholders will be added to the project as it nears Financial Close
(hypical arrangament depicted in Diagram C below)

To the extent that a developer has not yet implemantad the necessary arrangements 1o facilitatle propect
finance (see a typical pra-finance arrangement depicted in Diagram A below). now is the optimum time to
address this, rather than having mulliple MAC holders re-engaging with DECC / MARA at a later date
seeking changes to MACS so0 as 1o enable Financial Close, and infroducing another avenue for a potential
legal challenge

Bo as to ensure that project corporale struclures are sel up for efficient project financing, i is imponant that
the proposed MAC application process
« Permits a "Project 5PV whao is nol the “Relavant Project Entity” to apply for a MAC, on the basis
that both the Project SPYV and the Relevant Project Entity are wholly owned by the same
“Supporting Entity” (as per Diagram B below)
= Permits 3 HokdCo to be introduced in the corporate structure of the “Supporing Entity” (as per
Diagram © balow).
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S55E Renewables Recommaendation: It i vital that the MAC applcation process allows for evolution of
corporate structures from the point of MAC application through to project delivery, ta avaid need for
unwarranted re-engagement or reapplication which will heighten the risk of unforesean chalenges.

14. Are there any other public interest considerations which the Department
should consider at MAC application stage?

S5E Renowables Recommendation: S3E Renswables support the public interest considerations as
proposed in the consultation

15. The Department invites feedback on the below proposed levy model for
Relevant Projecis;
a. Operational Levy: 2% Gross Revenue/annum
b. Development Levy: €20,000/km2/annum

S5E Renewables supporis the proposed Operational Levy of 2% Gross RevenuelAnnum. This mechanism
for applying operational levies to an offshore wind farm aligns with international practice, including in the
UK. This link to Gross Revenue allows the State o receive morg money in strong wind years whilst
mitigating the risk of low wind years to the developer = and as such removing an additional rigk which would
put upward presswre on bid prices and cost 10 the consumer.

| With respect to the Development Levy, we support the propogsed mechanism i.e. per km¥annum and the
[ level proposed of E20,000/%km*lannum.

Kay 1o developing 8 successiul offshore indusiry in Irefand will be investment in the required state and
semi-state apparatus. As such it is imporiant that the levies charged should be applied back into the industry
1o fund additional resources for DECC, DHPLG, An Bord Pieanala, NPWS, elc. 50 a3 ensure a well-
resourced and efficient route for progression of projects.
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Finally, in calculating the site area for the purposa of imposing a levy, the area reqquired for the export cable
route, from the point where i leaves the site to the point where it reachas the: landing paint should not be
mcluded.

SSE Recommendation: SSE Renewables supports the propose levies. The approach to indexation must
be consistent across the levies and ORESS stnke price, with SSE Renewables supporting full indexation
of Both in line with HICP, Finally, the export cable route should ned be included in the site area for the
purpose of calculating the Develogrment Lewny,

16. Which of the two options is the maost appropriate for the Relevant Projects?
Are there any other application fee models which would be more appropriate?

S5E believe that the significant levies which are proposed will be more than sufficient to cover any workload
involved in processing applications. Assuming the site areas outlined in the response 10 Question 1 above
and a Development Levy of €20.000/km?lannum, this répresents an annual income stream of over
€8million. These figures are cansiderable payments and should be more than sufficient io covar any
additional worklpad required of the relevant Gowt deparments,

SSE Renewables Recommendation: We support DECC's proposed levy of €20,000km*annum and
believe that this valye should be sufficient to cover the application fes,

17.1s two months g reasonable duration for the MAC application window? If not,
how long should the Department keep the MAC submission window open for?
Responses should be informed by the readiness of applicants to submit all
information required at MAC application stage, as ouflined in this
consultation.

Whilst two months is a reasonable time for the application window to be open, we would suggest to DECC
that a kanger window could be useful for all parties. SSE Renewables has bean succassiul in the RESS
process and i currently participating in RESS2. Despite these onshore projects baing of a much smaller
scale than the projects which will be submitted into ORESS1 our expenience suggasts thera is a significant
likelihood of unforeseen challenges in completing applicant papemwark for & brand-nenw process,

16



@ SSe | muze,

We would also note the key factor in reducing the risk of unforeseen issues s having visibilty of the MAC
apphication requiremants at a minimum of one month in advance. Applicants will be required to complete
interna! corporate governance on their MAC applications, particularly given the potential requirement for
PCGs, and these processes typically takes a number of weeks 1o complete and cannot be commenced
until the final requirements ane clear.

Finally, In adddion, the details contained in the final requirements may trigger further or unexpected work
for each applicant, which they should have a chance to do before the window for applications opens
Outlning the requirements as the window opens will increase the risk that a project i unsuccessful in
submitting its application on time

S5E Renewables Recommendation: We recommend the application window is extended fo 2 manths
with final details on the MAC process published at minimum 1 month before the application window opens.

18. Based on internafional practice, a period of thirly years is often cited as a
common duration for maritime area consent {or equivalent authorisation). Is
thirty years an appropriate duration for a MAC? Responses should have
regard to:

» Time required to apply for other consents

« Time required to complete site investigatory works
* Procurement

= Supply chain considerations

» Consftruction time

+ Reenergisation

* Decommissioning

S5E would consider 30 years an exdremaly short duration for 8 MAC which will imit the [ifespan on Phase
1 projects, let alone praciude any opportunity for repowering.

From offer of MAC 1o the Commencemant date is likely to be a minimum of 5§ years (notwithstanding risk
of JR etc.). This would leave a remaining period of approximatedy 23 years or less, assuming approximataly
& wo years decommissioning period,

This may have in the pas! been almost equivalent to the expected duration of an offshore wind farm. That
is, however, no longer the case. We would cite the World Bank's report on Key Factors for Successiul
Development of Offshore Wind in Emerging Markets which highlighted the significant importance attached
to certainty of tenure, and the need for Lease pencds “fo reffect project development amd operation
timescales”

The report notes that in existing markets “leases anre being sswed fo cover >50 years {up fo 80 years),
which can enable project life extension or repowaring, allowing developers fo plan beyond the current
fypical 25-yoar operaling e of offshore wind furbines.”
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With respect 1o the lypical 25-year operating ifetime, we would suggest that technology developments
mean that this estimate i ikely to already be low, with 35 years now possible, This is reflected in the World
Bank report which notes “offshome wind project operating lives are now anticipated fo be between 25 and
25 years”

It is notable that in the UK the process has recently increased to provide seabed for a period of 60 years 1o
take into account increase lifespans and the potential for repowering (or re-energisation as it is referred to
in DECC's consultation). The eppertunity to repower will, in decades to come, be key to ENSUMINgG progress
made in decarbonising the sector is not lost and thal the consumer will benefit from projects which make
use of existing infrastructure. Given the advancements in technology, with potential Mespans of 35 years,
we would suggest 80 years would be neaded to truly give projects an opportunity to repower and ulilise
fully the development bath now and i the future. This 80 years includes provision for two full ifespans (35
years each), a period for consenting and construction {beth at the beginning and for the repowered project)
and decommissioning.

A period of 30 years, in comparison, could see projects having the decommission whilst equipment still
potentially has a decade or mode left in which it could continue lo operate, something which would be hugely
counter-productive 1o Irefand’s decarbonisation aims and will push up costs significantly. 30 years is so
shor, indead, that the period in which there is additional opportunity for progects to generate revenuss post-
ORESS contract will be less than a decade, meaning the vast majonty of costs will nead to be pecked up
by the P30 during the ORESS contract periods, putting significant upwards pressure on ORESS prices in
Ireland and likely widening the disparity in cost between offshore wind in Ireland and neighbouring
jurisdictions. To fully transition our energy system and economy to net zefo we nead renewables to be cosl
effectve. A 30-year MAC duration would not be conducive 1o this aim.

S3E Renewables Recommendation: We recommend a MAC duration of 80 years to ensure repowering
of projects is possible
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