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CONSOLIDATED KEY FIGURES

in EUR million 2016 2015 Change
Revenue 201.8 191.3 +5%
Total output 166.7 2101 -21%
EBITDA (EBIT plus depreciation and amortisation) 72.1 66.1 +9%
EBIT (EBT plus financial result) 53.8 49.7 +8%
EBT (earnings before tax) 5.9 29.7 +20%
Consolidated net income 25.3 20.9 +21%
Earnings per share (EPS) in EUR 1.74 1.43 +22%

in EUR million 2016 2015 Change
Plant and equipment (wind farms) 170.9 222.7 -23%
Equity 69.5 50.5 +38%
Total assets 361.4 3991 -9%
Equity ratio 19.2% 12.6%

Notional equity ratio (see also explanation

in Management Report, page 34) 20.5% 14.9%

Cashflow

in EUR million 2016 2015 Change
Cash flow from operating activities

(operating cash flow) 92.9 91.4 +2%
Cash and cash equivalents at end of period 118.5 104.0 +14%

EBT and EBIT Dividend per share

in EUR million in EUR
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Please see note on page 63 regarding pro-forma figures
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For more than 25 years, Energiekontor has stood for a sound approach to business and a wealth
of experience in wind power. Formed in Bremerhaven in 1990, the Company was one of the pioneers
in the industry and is now one of the leading German project developers. The Company's core business
covers the planning, construction and operational management of wind farms in Germany and
abroad, and was expanded to include solar power in 2010. In addition, Energiekontor also currently
owns and operates 31 wind farms with a total rated power of around 238 megawatts.

In addition to its headquarters in Bremen, Energiekontor also maintains offices in Bremerhaven,
Hagen im Bremischen, Aachen, Bernau (near Berlin), Dortmund and Neubrandenburg. The Company
also has branch offices in England (Leeds), Scotland (Glasgow) and Portugal (Lisbon). Our track
record speaks for itself: 104 wind farms completed with around 576 turbines and a total rated power
of more than 860 MW. This corresponds to an investment volume of over EUR 1.4 billion.

The Company went public on 25 May 2000. Energiekontor AG (WKN 531350/ISIN DE0005313506) is
listed in the General Standard segment of the Frankfurt Stock Exchange and the Energiekontor shares
can be traded on all German stock exchanges.

Stock exchange listing: Deutsche Borse, Frankfurt (traded on the Frankfurt Stock Exchange,

Xetra and all other German trading venues)

Market segment:

General Standard

Class of shares:

Bearer shares

Sector: Renewable Energy
Initial listing (IPO): 25 May 2000

WKN (German securities 531350
identification number):

ISIN: DE0005313506
Reuters: EKT

Shareholder structure:

57.1% management and supervisory bodies; 42.5% free float;
0.4% Energiekontor AG

Research:

Dr Karsten von Blumenthal, First Berlin
Arash Roshan Zamir, Warburg Research

Designated Sponsor:

Oddo Seydler Bank AG

Financial calendar:

11 April 2017: Publication of 2016 Annual Report

15 May 2017: Publication of Q1/2017 Interim Report

23 May 2017: Annual General Meeting of Energiekontor AG
31 August 2017: Publication of H1/2017 Interim Report

15 November 2017: Publication of Q3/2017 Interim Report
27-29 November 2017: German Equity Forum, Frankfurt a.M.

Investor Relations:

Dr Stefan Eckhoff; phone: +49 (0)421-3304-0
e-mail: IR@energiekontor.de; website: www.energiekontor.de
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Energiekontor AG has once again achieved a considerable increase in earnings in the 2016 financial year.
While consolidated revenue increased by 5 percent to EUR 201.8 million (previous year: EUR 191.3 million),
consolidated income before taxes (EBT) climbed nearly 20 percent to EUR 35.5 million (previous year:

EUR 29.7 million). Consolidated net income was EUR 25.3 million (previous year: EUR 20.9 million), which
represents a year-on-year increase of 21 percent.

This means that the past financial year was generally in line with expectations. The positive performance was
mainly driven by the new wind farm in Hirth near Cologne, which had already been completed in the first
half of 2016, and also three repowering projects (Debstedt and Breitendeich in Lower Saxony, and Greven-
broich in North Rhine-Westphalia). In addition, another solar park, the Nadrensee project, which Energiekontor
had won in the first auction round in 2015, was completed and sold. The British Gayton le Marsh wind farm,
which had already been completed at the end of 2015, was also sold, and the proceeds were used to prema-
turely repay certain loans for Group-owned wind farms, which in turn contributed to the increase in the
Group equity ratio to more than 19 percent. In addition, Energiekontor started the current financial year with
a solid pipeline of approved projects with a total capacity of around 100 MW.

The successful performance of the Energiekontor AG in recent years should not obscure the fact that
competition has increased considerably and that even in Germany, subsidies for new projects in the
renewable energy sector are now determined in auctioning procedures. We have made intensive preparations
for this scenario in recent years. The fact that Energiekontor has been awarded its third PV project in an
auction in February 2017 shows that the Group can draw on the necessary experience to participate
successfully in auctioning procedures.

In our second core market, the UK, we even expect subsidies for onshore wind to be abolished altogether.
From our point of view, auctions will only take place in a transitional phase, before renewable energy,
especially wind and solar, will compete directly with conventional energy sources. This is already partly the
case today. For example, Energiekontor is already relying exclusively on direct power purchase agreements
with major industrial corporations as the end customers to ensure the profitability of its wind farms in
Scotland. This means that projects are measured directly at the market price.

In order to be able to continue on its successful growth path, the Energiekontor Group has developed
various measures. These include tapping into new markets such as France, the Netherlands and the US, the
further expansion of the solar business and the implementation of efficiency measures as well as using
optimisation potential in the Project Development and Power Generation in Group-owned Wind Farms
segments.
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Management Board of Energiekontor AG: Giinter Eschen and Peter Szabo.
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For example, Energiekontor has already signed first option agreements for the development of wind farms
in the Netherlands. The development of the Dutch market has been driven since 2016 by a Dutch project
coordinator with an office in Nijmegen. The coordinator receives assistance from local agents, who are
scouting for suitable sites and keep in contact with local stakeholders. Given the development times typical
for the industry, it will take a few years before significant earnings contributions from wind farms will be
realised in the Netherlands.

In France and the US, the situation is quite different. In these markets, Energiekontor is initially focusing on
solar projects that have significantly shorter development times than wind farms. First sites have been
identified in southwestern France and in the southwest of the US. In both countries, Energiekontor works
with freelancers or local cooperation partners. The objective is to establish offices in the two countries.
While France applies an auctioning system to determine subsidy rates, which is similar to the German
system, the promotion of renewable energy in the US is largely based on tax incentives for investors.
Because of superior radiation conditions compared to Germany, the profitability calculation in the two
countries allows more leeway. As is the case for wind farms in Scotland, Energiekontor's assessment of the
profitability of solar projects in the US is therefore based exclusively on PPAs.

The entire sector is on the verge of drastic change. We are currently taking the next step towards open
competition of all energy supply systems. Given the continuous expansion of renewable energies together
with gradual reductions in the levelized cost of electricity, strong growth is expected in general for this
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sector. As soon as renewable energy prices draw even with the cost of electricity in fossil fuel power plants,
the dependence on subsidies will be eliminated. Once that happens, a limit on the volume of new renewable
energy installations will become obsolete. This should cause a rapid expansion of the renewable energy
market. We intend to assume a pioneering role in this process by realising the most profitable wind and solar
projects in order to be successful in auction procedures and maintain our competitive position.

In this context, we will also further expand our own portfolio of wind farms and potentially also solar parks
in the coming years. As we have already seen in the past, the growth path of our Company will not always
be linear. In 2016, for instance, the expansion of our own wind farm portfolio was deferred in order to
reduce overall net debt. Whenever the portfolio is expanded, profit margins that could be realised in a sale,
are temporarily left unutilised, meaning the expansion of the portfolio can have a temporary effect on net
profit. Our focus is not on short-term profits, however, but on the long-term sustainable growth of the
Energiekontor Group. This premise has time and again been supported by you as our long-term shareholders
and investors.

We would therefore like to extend our thanks to you as well as to our employees and all other stakeholders
of our Company for the persistent commitment and farsighted approach, and look forward to continue

working together successfully in the pursuit of this goal.

Bremen, March 2017

Management Board

Peter Szabo Giinter Eschen

Chairman of the Member of the
Management Board Management Board
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For a summary of key investor information, please also see
the table in the cover of the Annual Report.

Energiekontor AG, Mary-Somerville-Strasse 5
28359 Bremen, Telephone: +49 421-3304-0

Energiekontor AG also maintains offices in Bremerhaven,
Hagen im Bremischen, Aachen, Dortmund, Bernau (near
Berlin) and Neubrandenburg. The Company also has branch
offices in England (Leeds), Scotland (Glasgow), Portugal
(Lisbon) and the Netherlands (Nijmegen).

(1) The Company's object is to plan, develop, construct, sell
and operate turbines and projects in the field of energy and
environment and to sell electrical power, all including the
corresponding financing and trading activities.

(2) The Company is entitled to expand its activities to other
branches of trading and to acquire similar enterprises or
enterprises of the same type in Germany and abroad, to
acquire interests in such enterprises and to establish branch
offices and subsidiaries.

(3) Furthermore, the Company is entitled to get involved in
similar business areas and to conduct all business activities
that are suited to promote, directly or indirectly, the Com-
pany purposes or any business activities in connection with
these purposes.

The Company's subscribed capital (share capital) as entered
in the commercial register amounts to EUR 14,653,160 as
of 31 December 2016 and is divided into 14,653,160 bearer
ordinary shares.

The Company's financial year is the calendar year.

Following expiration of the existing authorised capital on
24 May 2016, new authorised capital was created at the
Annual General Meeting on 26 May 2016. This also enables
the Company to issue preferred shares in the scope of future
capital increases.

Subject to the consent of the Supervisory Board, the Man-
agement Board was authorised to increase the Company's
share capital by up to EUR 7,326,580 on one or several
occasions until 23 May 2021 by issuing up to 7,326,580 new
bearer ordinary and | or preferred shares with or without
voting rights for cash and [ or contributions in kind (author-
ised capital 2016).

The authorisation includes the authority to, if preferred
shares are issued on multiple occasions, issue additional
preferred shares (with or without voting rights) that precede
the previously issued preferred shares or rank equally to
them in the distribution of profits or Company assets. Here,
the shareholders must generally be granted a subscription
right. However, subject to the consent of the Supervisory
Board, the Management Board is authorised to exclude the
shareholders' legal subscription right (for the exact terms
and conditions, see resolution in the invitation to the
Annual General Meeting on 26 May 2016 at www.energie-
kontor.de > Investor Relations > Hauptversammlung).

This authorisation has not been used to date.

The General Meeting on 28 May 2014 resolved to grant
options for a total of 500,000 new bearer ordinary shares
and to thus increase the Company's contingent share cap-
ital by a total of EUR 500,000.00 (contingent capital 2014 1).
The contingent capital increase will only be realised to the
extent that holders of subscription rights granted by the
Company under the 2014 stock option plan actually exercise
their subscription rights and the Company does not use
treasury shares to fulfil such subscription rights. The new



shares start participating in the Company's profits from the
start of the financial year in which the corresponding op-
tion is exercised. Pursuant to the 2014 stock option plan,
subscription rights for up to 500,000 Company shares may
be issued exclusively to members of the Management Board
until 31 December 2018. Subject to the subscription right
conditions issued by the Supervisory Board, each subscrip-
tion right entitles its holder to acquire one bearer ordinary
share of Energiekontor AG.

100,000 subscription rights were issued to the Management
Board under the stock option plan in 2014.

In line with the resolution of the General Meeting on 25 May
2011, a total of 185,435 shares were repurchased by Ener-
giekontor AG between the date the resolution was passed
and 31 December 2016, 20,165 thereof in the 2016 financial
year; the purpose was to retire treasury shares and to thus
reduce share capital. After the reduction of share capital in
September 2014, Energiekontor AG held 61,085 shares at the
end of the 2016 reporting period.

On 19 September 2016, the company founders and
Supervisory Board members of Energiekontor AG, Dr Bodo
Wilkens (Chairman of the Supervisory Board) and Giinter
Lammers (Deputy Chairman of the Supervisory Board),
notified the Company pursuant to Art. 19 MAR (Market
Abuse Regulation) that they had both sold part of their
Energiekontor shares, each equalling around 7.0 percent of
total share capital, to institutional investors via private
placement on 15 September 2016. They stated that the
transaction was aimed at increasing the free float and
potentially also the liquidity and attractiveness of the
Energiekontor shares, while diversifying their private assets.

COMPANY PERFORMANCE
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The member of the Supervisory Board Darius Oliver Kianzad
and the members of the Management Board Peter Szabo
(Chairman) and Giinter Eschen did not hold any shares of
the Company in the period under review.

The Management Board is not aware of any direct or indi-
rect shareholdings [Sec. 315 (4) No. 3 German Commercial
Code (HGB)] in excess of ten percent, with the exception of
the shareholdings stated below, which changed after the
aforementioned transaction compared to the half-year
report 2016:

Number
Name, function of shares
Dr Bodo Wilkens
(Chairman of the Supervisory Board) 4,184,335
Glnter Lammers (Deputy Chairman
of the Supervisory Board) 4,187,974

Energiekontor AG therefore had the following shareholder
structure as of 31 December 2016:

Management bodies
57.1%

Free float 42.5%

Energiekontor AG 0.4%
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Share price development and trading volume of
Energiekontor AG in 2015/2016

The following chart shows the development of the closing price of the shares in Frankfurt (green)
as well as the total daily stock trading volume of Energiekontor AG at all German exchanges (grey)
from 1 January 2015 until 31 December 2016.

Energiekontor share price development and trading volume in 2015/2016

in€ units
16 80,000
M\'\ N Y FAN, po /\MM/W\/\ /W
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8 ‘ 40,000
0 0
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B Share price M Trading volume

Share trading and market capitalisation in the 2016 financial year
The following table shows the highs and lows per month as well as the average closing prices

(Frankfurt) of the Energiekontor share in the 2016 financial year. The average market capitalisation per
month was then determined based on the average total trading volume and the average closing prices.

Share trading and average market capitalisation of Energiekontor AG

Average Average trading Average market

2016 closing price  volume per day capitalisation
Month High (EUR) Low (EUR) (EUR) (units) (EUR m)
January 12.35 11.48 11.99 5,572 175.7
February 13.50 11.84 12.75 7,023 186.8
March 14.29 12.61 13.49 3,857 197.7
April 15.96 13.20 14.35 19,260 210.3
May 15.59 12.96 14.41 20,709 2111
June 13.26 11.15 12.28 16,965 179.9
July 13.30 12.08 12.70 4,926 186.1
August 14.95 13.16 14.12 6,712 206.8
September 14.93 13.83 14.42 8,587 211.3
October 15.44 14.30 14.87 5,888 218.0
November 15.10 14.20 14.80 7,083 216.9
December 15.01 13.90 14.66 4,731 214.8

Source: Oddo Seydler/Bloomberg
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Pursuant to Section 315 (3) German Commercial Code (HGB) together with Section 298 (3) HGB, the
Management Report of Energiekontor AG, Bremen, as the parent company of Energiekontor Group, and
the Management Report of the Energiekontor Group have been combined. Provided that no further
restrictive information is given, the following statements apply to both Energiekontor AG and the Group.
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Energiekontor AG specialises in wind power project devel-
opment and wind farm operation in both Germany and
abroad. As one of the pioneers in this area, the Company
can call on 25 years of experience and covers the entire
value chain in the onshore wind farm segment, from busi-
ness and project development over financing and turbine
installation to operational management of the completed
facility.

A few years ago, the Company's business model was also
expanded to include the project development of solar parks.
This area is to be scaled up considerably, especially in the
new markets of France and the US.

At the time of publication of the present annual financial
statements, the Energiekontor Group had developed and
installed a total of 576 wind turbines with a total rated
power of over 860 MW in 104 wind farms in Germany,
Portugal and the UK, as well as two ground-mounted solar
arrays with a capacity of around 20 MW in Germany. Total
capital spending on these projects amounts to about
EUR 1.4 billion.

Complementing the sale of turnkey projects, the Energie-
kontor Group also operates a portfolio of Group-owned
wind farms as an independent power producer. Owner-
operated facilities currently (as of March 2017) amount to
around 238 MW.

Business operations of the Energiekontor Group are handled
by three divisions. Segment reporting also follows this same
structural model:

a) Project Development and Sales (Wind, Solar)
b) Power Generation in Group-owned Wind Farms
¢) Operation Development, Innovation and Others

a) Project Development and Sales (Wind, Solar)

The Project Development and Sales (Wind, Solar) segment
comprises project development for onshore wind farms and
solar parks for sale outside the Group. This division handles
the entire value chain from business development, planning
and financing through to construction and/or repowering
and the final sale of the plants. It also covers the solar
power project development business. Buyers for wind farms
and solar parks include domestic and international institu-
tional investors, private turnkey system buyers and members
of local communities. An independent project company is
formed for each wind farm or solar park project.

The repowering of old sites - i.e. the replacement of old
facilities with new, more powerful turbines - is a key part of
the Energiekontor Group's business activities. The Group
completed its first repowering projects as early as 2001/ 2002.

ENERGIEKONTOR AG

PROJECT DEVELOPMENT AND SALES
(WIND, SOLAR)

> Total value chain from acquiring to
commissioning and sale as well as
repowering

POWER GENERATION IN
GROUP-OWNED WIND FARMS

> Income from selling electricity

OPERATION DEVELOPMENT, INNOVATION
AND OTHERS

> Power after commissioning to optimise
value chain through:

> Operational management
> Increasing efficiency

> Innovation
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b) Power Generation in Group-owned Wind Farms Group-owned wind farms
(reference date: 31 December 2016)

This segment comprises the generation of power in Group-
owned wind farms. In expanding its portfolio of owner-
operated wind farms, the Group is seeking to increase its
independence from government policy and changes in
interest rates or the prices of raw materials, while generat-
ing income to cover ongoing business costs if individual
projects are delayed. The Group's owner-operated turbines
also constitute hidden reserves. If required, these turbines
could be sold, thus releasing the respective tied-up financial
resources plus the associated hidden reserves. Additional
potential lies in the possibility of upgrading the Group-
owned wind farms, for example through repowering or
efficiency increasing measures such as the rotor blade
extension classified in the third segment and described
under item ¢).

The first addition to the Energiekontor Group's wind farm
portfolio was made in 2002. Since then, the portfolio has
seen regular expansion. At present, this refers first and fore-
most to the assumption of final ownership of projects that
the Group has developed itself. In the past, the Group also
bought financially promising operational wind farms. Such
wind farms may either be projects that Energiekontor
developed itself and sold at an earlier point in time or pro-
jects developed and operated by other companies. The total
rated power of the wind farms operated by Energiekontor
in Germany, the UK and Portugal amounted to 238.2 MW
at the end of the financial year 2016.

Total rated

Name of the wind farm power/MW
Debstedt 3.0
Breitendeich 6.0
Sievern (Tandem 1) 2.0
Briest (Tandem I1) 7.5
Briest Il 1.5
Geldern 3.0
Mauritz-Wegberg

(Energiekontor holds 88.52 percent) 7.5
Halde Nierchen | 5.0
Halde Nierchen Il 4.0
Osterende 3.0
Nordleda (Energiekontor holds 51 percent] 6.0
Kajedeich 4.1
Engelrod 5.2
Krempel 14.3
Schwanewede 3.0
Giersleben 1.3
Beckum 1.3
Balje-Horne 3.9
Hanstedt-Wriedel 16.5
Lengers 4.5
Krempel Il 6.5
Prenzlau 1.5
Flogeln 9.0
Altlidersdorf 13.5
Thile 14.0
Wind farms in Germany 157.1
Marao 10.4
Montemuro 10.4
Penedo Ruivo 13.0
Mafomedes 4.2
Wind farms in Portugal 38.0
Hyndburn 24.6
Withernwick 18.5
Wind farms in the UK 43.1
Total 238.2
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c) Operation Development, Innovation and Others

The Operation Development, Innovation and Others seg-
ment brings together all of the various activities aimed at
improving the operating profit margin following the com-
missioning of the wind farm or solar park. Such activities
include in particular:

> Operational management of wind farms
(technical and commercial)
> All activities aimed at reducing costs, extending service
life and increasing yields, e.g.
> predictive, preventive maintenance,
> direct marketing of the generated power,
> rotor blade extension.

Regardless of whether the developed projects are sold or
included in the Group's own portfolio, Energiekontor is
typically in charge of commercial and technical operational
management, thus generating an ongoing cash flow for the
Company.

Commercial activities include in particular the settlement
of accounts with the energy supplier, the service/mainte-
nance companies and the facility lessors. Other activities
include communicating with banks, insurance companies
and investors.

Apart from wind turbine monitoring and data reporting and
analysis, the technical services rendered by Energiekontor
mostly involve the coordination of repairs and servicing
teams working on-site, as well as the planning and imple-
mentation of preventive maintenance work. This preventive
maintenance work can substantially extend the service life
of both individual turbines and the overall site, while simul-
taneously achieving considerable savings in costs for repairs
of primary components.

Technical innovations such as rotor blade extension also
form part of the activities designed to optimise perfor-
mance, yield and cost savings. This extension process in-
vented and patented by Energiekontor is a technique for
lengthening the rotor diameter that has now been tested
and implemented successfully in the field for some years.
Installation is carried out with the blade attached, i.e.
without dismantling the blade. This concept allows crane
costs and downtimes to be kept at a minimum. Currently,
manufacturing of the rotor blade extension for serial op-
eration is being prepared.

Energiekontor’s activities taking onshore wind farms as an example (simplified)

SEGMENTS: Project development and Sales (Wind, Solar)

v/

Power Generation in Group-owned Wind Farms

Operation Development, Innovation and Others

v/

PROJECT DEVELOPMENT

3-5years
FINANCING

3-6 months

Financial close

CONSTRUCTION

6-12 months

Group's own portfolio

Sale OPERATIONAL MANAGEMENT
f} (THIRD-PARTY PARKS)

k} OPERATIONAL MANAGEMENT
(OWN PARKS)

Commissioning




Goals and Strategy

In the more than 25 years since the formation of our Com-
pany, the renewable energy market has undergone ongoing
change and continuous development. Back in 1990 when
the first Electricity Feed-in Act (StrEG) was introduced, re-
newable energies were still widely regarded as a rather cra-
zy eco-idealist idea. Especially the large power companies
that now play a major role in renewable energies were ini-
tially highly critical of these modern technologies. Today, a
quarter of a century later, renewable energies have evolved
into sophisticated, established and recognised technologies,
making a significant contribution to energy production in
many industrial nations. In Germany alone, the share of
renewable energies already accounted for about a third of
the total energy produced in 2016. The higher the share of
renewable energies in meeting demand, the more sustain-
able and environmentally friendly the entire energy supply.

New self-perception of the pioneering role

Energiekontor's vision is to generate all the energy we need
from renewable resources. In order for this to become re-
ality and for renewable energies to gradually and sustain-
ably attain stronger market penetration, they have to be
economically comparable with conventional energy pro-
duction. This requires further developments concerning

2016 MANAGEMENT REPORT
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technology and efficiency. As was the case when renewa-
ble energies were launched in the predominately fossil
technological landscape of the early 1990s, Energiekontor
is once again aware of its pioneering role and wants to
realise the most efficient projects in the area of wind and
solar in its industry, thus making a substantial contribution
on the path to 100% renewable energy.

A solid foundation for sustainable growth

The growth model of Energiekontor AG is closely linked to
the Company's mission statement. The intensified regional
approach and the diversification to new markets is aimed
at strengthening organic company growth in order to con-
tinue actively accelerating the expansion of renewable en-
ergies, also in a more intense competitive environment. The
management believes in employee involvement and devel-
opment and creates the organisational framework required
for achieving this goal. Basis and foundation of Energiekon-
tor's growth strategy is its financial stability. This stability is
predominately based on the steady surplus cash from Pow-
er Generation in Group-owned Wind Farms and from com-
mercial and technical operation management activities.

A solid foundation for sustainable growth

FINANCIAL STABILITY AND
SUSTAINABLE GROWTH

TEAM SPIRIT AND LOYALTY TO COLLEAGUES

Intensifying the regional approach

Tapping into new foreign markets

Innovation and efficiency measures

ROOM FOR INITIATIVE AND
ACTING AUTONOMOUSLY

100 %
RENEWABLE ENERGY
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Energiekontor has always emphasised the importance of
the regional approach. This allows close collaboration with
local authorities and regions as well as a bespoke regional
approach with a high level of local acceptance. At the same
time, it generates a competitive advantage in each region
and accelerates project development. In terms of organisa-
tion, the regional approach is implemented by local Ener-
giekontor teams with far-reaching discretionary powers.
This principle shall be further intensified by increasing the
number of regions, in which Energiekontor is presented,
both in Germany and abroad. Falling costs in the solar in-
dustry mean that solar power generation should soon be
on an economic par with conventional energy sources.

One major element of the Energiekontor growth strategy
is the gradual expansion of the existing portfolio of coun-
tries (Germany, UK, Portugal) through increased interna-
tionalisation and diversification to new foreign markets in
order to develop additional growth potential for the com-
ing years. Simultaneously, the expansion of the solar area
is to be driven forward, especially in countries with favour-
able irradiation conditions and the correspondingly low
electricity generation costs. Current target countries are:

the Netherlands (wind)
France (wind, solar)
and the US (wind, solar)

Energiekontor has started acquiring suitable sites and has
begun preliminary project development activities in all three
of these countries. Further analyses may result in Energie-
kontor deciding to extend the selection of countries or, if
the management believes that deeper involvement in one
or several of these countries is not promising, it may decide
to discontinue activities in one or more countries. Additional
national markets could also be added to this list.

This does not mean that the Company directly enters a
market and starts the cost-intensive process of setting up
project development whenever a new national market is
added; instead, Energiekontor carries out a systematic review,
analysis and selection process to analyse and evaluate the
specific conditions for wind and solar projects in the indi-
vidual countries (legal, political, subsidy systems, grid con-
nection regulations, authorisation etc.). Furthermore, the
intention is to identify and, if suitable, take under contract
the first partners for site acquisitions and further market

development in order to create the structural prerequisites
for a possible market entry at an early stage. The aim of this
gradual and inexpensive review process - which can mainly
be carried out by existing employees - is to identify the
foreign markets that are best suited for market entry.
Setting up local branches, employing own local staff and
local project development will only begin once the final
market entry decision has been made. This approach will
improve the chances of success for developing the market
while reducing the risk of misallocating resources.

Energiekontor intends to realise the most economically
viable projects in its industry, thus contributing to the 100 %
renewables vision. At the same time, this ensures the Com-
pany's competitive position in an increasingly market-
oriented environment. Energiekontor will continue to
strengthen its measures to increase innovation and efficien-
cy in this environment. Innovation may refer to technical
in-house developments such as e.g. rotor blade extension.
However, innovation mostly refers to the fastest possible
adaptation of new technologies and methods to benefit
Energiekontor's projects. There are three approaches:

increasing the economic viability of projects planned
by Energiekontor,

increasing profits of Group-owned wind farms, and
accelerating project development solution finding.

These measures are closely linked to broadening the decen-
tralised organisation, the project organisation led by em-
ployees and creating a “culture of development”.

Innovation and efficiency are not necessarily restricted to
technical innovations. For Energiekontor, broadening the
decentralised organisational structure also contributes to
increasing the Company's efficiency. Thus, the management
deliberately focuses on a strong decentralisation of the
working and decision-making processes with flat hierarchies
in order to avoid unnecessary bureaucratisation and to en-
sure flexibility and fast decisions, even with a growing num-
ber of employees. At the same time, the Company creates
room for creative and flexible problem-solving approaches
and motivates each individual employee to act autono-
mously to establish an environment in which economic,
legally compliant and technical innovations can evolve.



Owner-operated wind farms as a reliable
growth driver

Expansion of power generation from Group-owned wind
farms is the central element of the growth model. Steady
income is generated by selling the power generated on our
own wind farms. Another source of steady income is the
provision of management services for completed and op-
erational wind farms by specialised teams from the Ener-
giekontor Group - possibly extending to solar parks in the
future. This applies not only to the wind farms owned by
the Group but also to turnkey facilities that have been sold
to energy suppliers, strategic investors or financial investors.
The provision of operational management services to the
Company's facility buyers ensures that Energiekontor AG
can retain the majority as customers, thus securing regular
income from these wind farms well beyond their project
completion dates.

Together with the steady income from the operational man-
agement of own and third-party farms, the income from
selling electricity ensures financial stability and builds the
basis for the Company's sustainable growth. Energiekontor
uses the surplus cash thus generated to cover most of the
costs of project development including Group-wide person-
nel and overhead costs. Income from selling in-house de-
veloped wind farms and solar parks drives net income and
is used to pay taxes and dividends and as liquidity reserve.
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Our strategy of expanding power generation in Group-
owned wind farms includes

retaining projects we have developed and completed
within the Group,

acquiring operational wind farms and solar parks,
repowering Group-owned facilities, and

optimising and increasing the efficiency.

We intend to transfer around half of the projects that we
develop to Group ownership; the other half is designated for
sale. The management reserves the right to adjust this ratio
depending on the Company's business situation.

Varying growth dynamics

Company growth varies in the individual segments. In the
area of project development, Energiekontor drives growth
by increasing site acquisitions and the regional approach as
well as by expanding to new markets. In contrast, growth
in the Power Generation in Group-owned Wind Farms divi-
sion is based on the incorporation of projects from project
development into Company ownership or acquisition of
external operational wind farms. The more wind farms be-
come Group-owned wind farms, the higher the surplus cash
from the sale of electricity and operational management.
Thus, more funds are available for project development in
order to promote growth. Further growth is thus mainly
supported by additional expansion of the Group-owned
farm portfolio and the increase in surplus cash by the op-
eration of own wind farms and operational management.
This organic growth process is supported by accompanying
innovation and efficiency measures that lead to further
rises in profits and that further increase the surplus cash
from power generation in group-owned wind farms.

Taking projects into own portfolio (investing in growth)

OPERATION DEVELOPMENT,
INNOVATION AND OTHERS

_

POWER GENERATION

IN GROUP-OWNED
—

Current profits from

PROJECT DEVELOPMENT
AND SALES
(WIND, SOLAR])

Profits from

o WIND FARMS )
Acquisition for power generation and project development
own portfolio operational manage- [year-end result]

(investing in ment (cover project
growth) development costs)
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One positive side effect of this growth strategy is the fact
that it reduces dependency on project selling and proceeds
from project sales. Even if it were not possible to generate
income from project sales, the Group's liquidity and the
financing of the project development (including the Group-
wide personnel and overhead costs) is covered by the surplus
cash generated from power generation in Group-owned
wind farms and operational management. Financial risk is
thus minimised to the greatest possible extent. The Ener-
giekontor growth model thus differs from many competi-
tors' business models in the industry that do not have a
comparable portfolio of Group-owned wind farms.

Energiekontor plans to use this strategy to increase project
development EBT in a stable and sustainable manner to
around EUR 30 million per year in the medium term. This
figure already accounts for the elimination of profit from
the construction of wind farms intended for Group owner-
ship arising from Group consolidation; it is therefore not
recognised in Group profit.

The intention behind expanding the portfolio of Group-
owned wind farms is to establish Energiekontor as a medi-
um-sized producer of renewable energy while effectively
minimising dependency on general developments in the
market. With the income from additional Group-owned
wind farms and operation development, the Company in-
tends to sustainably generate EBT of EUR 25-30 million p.a.

The expansion of the Group-owned wind farm portfolio
will be sourced from the Company's own projects, the re-
powering of existing portfolio assets and, where appropri-
ate, the acquisition of third-party facilities. The Company
will finance this new tranche of capital spending with
project financing loans, project-related bonds, equity cap-
ital and regular surplus cash from existing portfolio wind
farm operations.

Energiekontor has spent the last few years creating an
environment that favours a stable and sustainable growth
trajectory, and is extremely well placed to face the chal-
lenges of the future in a highly competitive market.

While the Company does not conduct R&D in the conven-
tional sense of the term, the various activities handled by
the Operation Development, Innovation and Others division
are, on the whole, nonetheless designed to improve the
operational performance and efficiency of wind farms and
solar parks. Besides the repowering of Group-owned wind
farms or preventive turbine maintenance, this also refers
to technological innovations such as rotor blade extension
and optimising blade aerodynamics.

Blade extension involves the invention of a procedure for
increasing the rotor diameter, for which Energiekontor AG
holds a patent. The Company has been testing this on pro-
totypes in the 1 MW class successfully for several years. An
evaluation of the test results suggests facility earnings can
be boosted by around 7 percent. In Portugal permits were
already granted in 2013 for 26 turbines in the 1.3 MW class,
and in the meantime an entire wind farm consisting of ten
such 1.3 MW turbines has been furnished with rotor blade
extensions. Preparation to equip further turbine types is
currently underway. The deployment of this procedure is
always advisable if the facility cannot be repowered in the
short to medium term. The Company intends to step up
rotor blade extension work both in its own wind farms and
at third-party sites. Testing of the system will be expanded
on the lberian Peninsula before transitioning to regular
operation and market launch.

Internal management at the Energiekontor Group is based
on regular communication between Company management
and the individual business units. Weekly meetings and, if
necessary, incident-related special meetings take place. The
internal control system covers all business units. This enables
the Group to respond quickly to changes in all units and at
all management levels within the Energiekontor Group.

The starting point for the management of the Group and its
individual business units is the definition of sustainable stra-
tegic targets adopted by Company management, which are
in turn derived from the overall strategy. These are support-
ed by internal guidelines on processes, cost structures and
risk assessment.



The individual business units provide monthly, quarterly and
weekly reports on current developments and possible or
potential deviations from strategic targets. Alongside these
operational indicators, the market situation and upcoming
regulatory, legal and political changes in individual coun-
tries are analysed and evaluated on a regular basis, so as to
enable internal committees to decide on the appropriate
strategies and measures.

The management of business activities in the operating
units is based on selected performance indicators. The most
important performance indicators are business develop-
ment, gross margin and surplus cash targets in the individ-
ual segments and business units. Each business unit and
segment has its own specific targets, which are used to
measure the success of the business performance.

In this case, the gross margins are defined as the difference
between the expected sales revenue and the external pro-
duction costs of the wind farms and solar parks at the time
of the financial close. The financial close is equivalent to the
point in time when the equity is made available, the first
call from the project financing is paid out and the conditions
precedent in the construction and supply contracts are abol-
ished. The expected sales revenue is determined based on
the target returns of the investor market and the parameters
from project financing. The customary target returns of the
investor market serve as guidance and are derived from
current price indications and past transactions.

The sustainable gross margin targets are the main basis for
budget planning and allocating resources. The business de-
velopment targets of the individual project development
areas (Germany, abroad, solar, repowering) also play a ma-
jor role in allocating resources, as project and site acquisi-
tions lay the foundations for sustainable Company growth
in the future. Already in the early phase before the site
option agreements are concluded, profitability and sensi-
tivity analyses with fixed profitability parameters are carried
out in order to set up a resilient project pipeline through
the business development activities that also withstands
possible changes in regulatory or other economic conditions
(feed-in tariffs, turbine purchase prices, interest levels etc.)
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Certain business units with regular income such as e.g.
operational management or the sales divisions are run as a
profit centre. Surplus cash targets are defined for these
units, surplus cash being the planned excess liquidity from
cash inflow and outflow within a planning period. The aim
of the profit centres is to generate surplus cash and/or to
run the profit centre at least with break-even liquidity.

EBT (earnings before taxes) is the primary performance in-
dicator for Energiekontor AG and the Group, and is broken
down to various gross margin and surplus cash targets for
the individual operating units. EBT is equivalent to the in-
come from ordinary activities before tax. The difference
between EBT and EBIT (earnings before interest and taxes)
is that the interest result is already taken into consideration;
EBT is determined as follows:

Revenue
+/-Changes in inventories and work performed
and capitalised
Total output
+ Other operating income
Total operating output
— Cost of raw materials
and supplies
— Personnel expenses
— Depreciation and amortisation
— Other operating expenses
= Operating profit (EBIT)
+ [ —Interest result
= EBT (earnings before tax)

_ Operating
expenses

All'in all, planning, budget and management of the Ener-
giekontor Group is based on a distinct liquidity-oriented
target and management system, which makes it relatively
easy to determine and measure the business success of
individual business units as well as the entire Company.
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After a rather weak 2016, economic activities are expected
to gain momentum again in 2017 and 2018, especially in
the emerging growth markets. This forecast was issued in
the January edition of the IMF's World Economic Outlook™.
While the leading industrial nations are expected to achieve
an increase in average economic growth from 1.6 percent
in 2016 to 1.9 and 2.0 percent in the two years thereafter,
the economic experts of the IMF forecast that the booming
emerging economies will increase average growth rates from
4.1 percent in 2016 to 4.5 percent in 2017 and 4.8 percent
in 2018.

In Germany, on the other hand, economic growth will be
rather moderate with a decline to 1.5 percent in 2017 and
2018 compared to 1.7 percent in 2016, despite an upgrade
of the growth forecasts for Germany, Japan, Spain and the
UK. While growth in the US was at a comparable level to
Europe in 2016, the US is expected to achieve growth of
well over 2 percent in the next two years, driven by the
expected tax incentives. It is however acknowledged that
the political development under the new US administration
still remains to be seen before the international impact can
be assessed more accurately.

The economic growth trend in China is slowing down as the
focus is shifting from investments in infrastructure towards
a consumer and service-oriented society. Yet, at 6.7 (2016),
6.5 (2017) and 6.0 percent (2018), the expected increase in
the gross domestic product in this country is still consider-
ably higher than the global average of 3.1 percent in 2016
and estimated 3.4 and 3.6 percent in 2017 and 2018. The
IMF forecasts are generally based on the assumption that
the price of oil is stabilising.

Sector growth in the renewable energy market continues
to vary considerably. China continues to be the frontrunner
in the wind power as well as in the solar power markets.
Together with the US, the People's Republic covers signifi-
cantly more than half of annual new installations of wind
and solar power plants. Cuts in the subsidy systems for
renewable energy sources in some European industrial
countries, in contrast, brought slight declines in the number
of new installations, and uncertainty with regard to invest-
ments. More open questions result from issues such as the

Brexit in Europe or the announcement of the introduction
of protective tariffs in the US.

The international goals for environmental protection and
sustainable energy production continue to be the main
drivers for the continued industry growth. The EU member
states have undertaken to meet mandatory expansion tar-
gets. The international agreement resulting from the UN
climate conference in Paris at the end of 2015 showed that
climate protection and the corresponding containment of
carbon emissions are meanwhile globally accepted, although
this is called into question at times when there is a change
in government.

The expansion of renewable energy sources also lowers the
levelized cost of electricity. In Europe, the price of electric-
ity from renewable energy sources is increasingly deter-
mined in auction processes. The objective is to converge the
renewable energy market with free market conditions. In
some regions, the leading renewable technologies wind
energy and PV are already competing directly with electric-
ity from conventional energy sources.

In the following, the core markets as well as the new markets
of Energiekontor AG for wind and solar will be looked at in
more detail.

In 2016, new wind power systems with a total capacity of
around 55 GW were installed. New installations in 2015 had
amounted to 63.6 GW, which indicates a decline of 14 per-
cent. This decline is mainly owed to the lower number of
new installations in China, where new installations still
amounted to 23.3 GW in 2016, by far the highest number
of new wind farms (30.5 GW in the previous year). The
second highest increase in installed capacity for wind pow-
er was again achieved in the US with 8.2 GW (8.6 GW in
the previous year)2.

In Germany, Europe's top performing market, capacity of
newly installed turbines declined from 6.0 GW in 2015 to
5.4 GW in 2016. This, however, was due to the decline in
new offshore capacity in 2016 compared to the previous
year. Taking exclusively the new onshore installations in
Germany into consideration, 2016 saw another increase to
4.6 GW (3.7 GW in the previous year) . On a net basis, i.e.
taking into account the decommissioning of older systems,
new onshore installations in Germany of around 4.3 GW in
2016 even exceeded the overall capacity of offshore wind
farms in the country. 1.6 GW of new wind power capacity

1) International Monetary Fund (IMF): "World Economic Outlook, Update" from 16 January 2017
2) Global Wind Energy Council (GWEC): "Global Wind Statistics 2016" from 10 February 2017



was added in France, followed by the Netherlands (0.9 GW)
and the UK (0.7 GW).

With a total capacity of 169 GW, more than one third of all
global wind turbine systems are located in China. Together
with the US (82 GW), this share even climbs to more than
half. Germany had a total wind power capacity of 50 GW
at the end of 2016, 46 GW thereof onshore. Worldwide
installed power climbed to a total of 487 GW in 2016
(432.4 GW in the previous year)2

Germany

Under the energy transition scheme, Germany is planning
to generate 40-45 percent of its required power from
renewable energy sources by 2025; by 2035 this figure is
supposed to reach 55 to 60 percent. By 2050, the share of
electricity generated from renewable energy sources in
gross electricity consumption will even be increased to a
minimum of 80 percent.3

The German Renewable Energy Sources Act (EEG) forms the
framework for the expansion of renewable energies. Since
the introduction of the EEG, the share of renewable energies
has increased from 6 percent of gross electricity consump-
tion in 2000 to more than a third in 2016.

The new EEG 2017 became effective at the beginning of the
current financial year. It prescribes that subsidies for re-
newable energy sources are granted via a market-based
auction scheme for new permissions as from 1 January
2017. The first auction for onshore wind projects is sched-
uled for May 2017, when 800 MW in total rated power will
be put to tender. Two additional auctions for 1,000 MW
each will be held in August and November 2017. The amount
of subsidised onshore wind power has been capped at
2,800 MW p.a. This also applies to 2018 and 2019 (auctions
for 700 MW each in February, May, August and October).
From 2020, total capacity is to be increased to 2,900 MW.

The auction process will be based on a single-stage refer-
ence yield model. According to this, the subsidy rate will be
constant for a period of 20 years. The bids will relate to a
100 percent reference site that is defined via the average
expected wind speeds. Depending on the quality of the
concrete project site (wind conditions), the actual remu-
neration amount is adjusted by means of several factors
along the reference yield curve (a site with low wind levels
receives higher remuneration than a location with strong
wind). This makes locations with weaker winds more prof-
itable, thereby accommodating the desire to expand wind
energy all the way to southern Germany. For the first

3) Website of the Federal Ministry for Economic Affairs and Energy (BMWi)
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auction round in May 2017, the highest bid price for the
1000% reference site has been limited to 7 euro cent/kWh.

Since the EEG was introduced in 2000, onshore wind pow-
er has been subsidised based on the two-stage reference
yield model. The power generated in the wind farms was
remunerated in two stages. A higher initial tariff reverted
to the so-called basic subsidy after at least five years. The
duration of the period in which the higher initial tariff is
paid (max. 20 years) depended on the quality of the site;
the weaker the wind at the site, the longer the period with
a higher initial tariff. This rule still applies to all wind farms
that obtained their permission before 31 December 2016
and will start operations before 31 December 2018.

The amended EEG 2014 also stipulated a deployment cor-
ridor. This has since been determining the degression of the
remuneration rate that is fixed as of commissioning and
that was already included in the previous German Renew-
able Energy Sources Act (EEG). New installations of
2,500 MW p.a. was set as the target. The more this target
amount is exceeded by actual installed wind turbine system
capacity, the more drastic the degression of the remuner-
ation rate (so-called "breathing cap”). In the case of repow-
ering projects, only the gains that exceed the original
capacity of the relevant site for the intended trajectory of
2,500 MW will be taken into account.

In 2017, the state subsidies (basic remuneration and the
higher initial tariff) for wind farms that obtained permission
before 31 December 2016 will be lowered by 1.05 percent
per month over a period of six months, depending on the
date of commissioning. From 1 October 2017, the value to
be used for the calculations will drop every quarter in ac-
cordance with the above-described breathing cap, depend-
ing on annual new onshore wind turbine installations (the
highest degression would entail a reduction of 2.4 percent).
In 2017, the degression cascade corresponds to a reduction
in remuneration from 8.38 euro cent/kWh as at 1 January
2017 to 7.68 euro cent/kWh as at 1 December 2017. The
objective of this degression system over one year is rapid
commissioning of projects that have already been given
permission and the harmonisation of subsidies to the re-
muneration that is to be expected as a result of the auctions.

Even though 2017 and 2018 will see additional installed
capacity on top of the auction volume of 2,800 MW per
year, which stems from the completion of projects that had
already obtained permission before 31 December 2016 (ac-
cording to the BW around 8.4 GW), Energiekontor expects
Germany will see a significant decline in new wind farm
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capacity as well as the rapid decrease in remuneration. Fix-
ing a maximum bid price, which contradicts the objective
of establishing open competition, and the attempt to in-
troduce a drastic cap for new installations per year through
tender quotas is viewed critically by Energiekontor.

A special feature of the amended EEG 2017 is the definition
of so-called grid expansion areas. These include the northern
federal states Lower Saxony (in parts), Bremen, Bremerhaven,
Hamburg, Schleswig-Holstein and Mecklenburg-Western
Pomerania, where the total volume of subsidised projects has
been limited to 58 percent of the average capacity commis-
sioned in 2013-2015. The impact of this on Energiekontor is
marginal thanks to its high number of new projects in the
key regions North Rhine-Westphalia and Brandenburg as well
as the expansion into new national markets.

Energiekontor also takes a positive view on the prerequisites
for participating in auctions. According to this, only approved
projects may participate and a financial security amounting
to EUR 30,000 per Megawatt installed rated power is re-
quired. Energiekontor welcomes this condition as it prevents
strategic bidding and secures project realisation.

UK

Subsidies for renewable energy in the UK saw substantial
cuts after the parliamentary elections in May 2015. A new
remuneration system with auctions, similar to Germany,
was supposed to be introduced in 2015 to 2017. This would
have been based on so-called contracts for difference (CFD),
a structure that is similar to the German market bonus
scheme and pays the delta between market price and a fixed
cap (award price). The price differences are determined in
an auctioning procedure. Since the CFD was introduced,
however, onshore wind has been excluded from the auctions
and whether there will ever be any auctions for onshore
wind farms is doubtful.

Onshore wind is now considered a "mature” technology by
some government officials in the UK. The conservative gov-
ernment therefore strives to limit the expansion of onshore
wind power. This mainly affects England, as Scotland insists
on its own independent planning rights and can determine
its own targets for the expansion of renewable energies. In
Scotland, wind energy is still being supported, despite the
fact that the remuneration system for the whole of the UK
is determined in London.

Realising wind farms in the UK is based on long-term pow-
er purchase agreements (PPAs), which are usually conclud-
ed between operators and energy suppliers. In the case of
the Energiekontor projects, however, PPAs are negotiated
directly by operators and end users, usually large industrial
conglomerates. The PPA determines the basic remuneration
for the electricity generated over a certain period of time.

In addition, the project company received so-called renew-
able obligation certificates (ROCs) before the CFD system
was introduced. On balance, the resulting remuneration per
kilowatt-hour thus used to be considerably higher than in
Germany, for example. Apart from a few exceptions for
projects that had already been approved, which are con-
nected to the grid and for which an option agreement is
already in place, the ROC scheme is no longer relevant for
the calculation of the economic efficiency of wind farms.
However, most of the wind farms still receive embedded
benefits, which subsidise power plants that feed into the
medium-voltage grid instead of the high-voltage grid.

Furthermore, the provisions for obtaining a planning per-
mission have become stricter in the UK. In the future, pro-
jects will apparently only receive permission if they are
located in an area that is designated as a wind area in the
development plan. This does not apply to Scotland, though.
Moreover, local communities have more to say in the per-
mitting process (community backing). As is also the case in
Germany, the aim is to raise the attractiveness of wind
farms for the local population and municipalities, for in-
stance by opening up the possibility to invest. In addition,
subsidies in the form of feed-in tariffs were cancelled for
projects with more than 1.5 MW rated power.

In order to have a reliable contractual basis for planning
and constructing wind farms in the UK and apart from
selling the electricity on the electricity exchange at the
respective market prices, the only remaining option is to
conclude long-term PPAs (with a term of more than 15
years) directly with the end-users (so-called end-user PPAs).
This business model requires companies to focus on large
sites with strong winds - a strategy that Energiekontor has
already been pursuing for several years with its sites in
Scotland.



The decision of the UK to leave the EU (Brexit) is having an
impact on Energiekontor AG's business to the extent that
the potential reintroduction of customs duties and interest
rate fluctuations could increase costs for the construction
of wind farms and the financing thereof. These kinds of
effects are already priced in to the profitability calculations
for Energiekontor's development projects. Currency fluctu-
ations would have a significant impact on the income from
British wind farms in the company's own portfolio. In sum,
the short term will be plagued with a degree of uncertain-
ty over the possible effects of Brexit on the domestic
European market, and investments from other EU member
states in the UK might be restrained for the time being. In
the medium term, however, Energiekontor does not expect
it to have any lasting effects on the project business in the
field of renewable energy sources.

Portugal

According to the German Foreign Office, the economic cri-
sis in Portugal already bottomed out in 2013. Nevertheless,
the economy is recovering very slowly from the conse-
quences of the economic and financial market crisis, which
is also reflected in the expansion of renewable energy.

At the same time, Portugal is considered to be one of the
most advanced European countries when it comes to envi-
ronmental, climate and energy policies. The ambitious plans
of the Portuguese government envisage that 31 percent of
total energy consumption in Portugal is to be covered by
renewable energy from 2020. In 2015, the share already
amounted to around 25 percent* In 2016, hydro power,
wind and solar energy as well as other renewable energy
sources contributed far more than half of the overall pow-
er generation volume in Portugal®.

Nonetheless, Portugal is in danger of missing its targets for
2020, as the development of renewable energy sources has
been stagnating for years. There are still no new auctioning
procedures that would provide grid licenses and thus pro-
mote new project developments. As in Germany, energy
suppliers in Portugal are legally obliged to purchase wind
energy. While grid connections for wind farms and solar
parks can be applied for, the electricity produced would be
remunerated at general market prices. Investment activity
continues to be hesitant, especially from abroad.
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While the government wants to simplify the construction
of new projects in the renewable energy markets, environ-
mental and nature conservation requirements are getting
stricter in many locations. A project developer wishing to
connect to the grid therefore needs to meet two key re-
quirements: sufficient grid connection capacity for the in-
clusion of an additional wind farm or solar park in the area,
and a positive assessment of the environmental impact.

One option for expanding wind energy in Portugal is the
use of so-called overcapacities. Under certain conditions,
the legislator allows the addition of a certain number of
wind turbines to grid connection points already approved.

The Netherlands

The Dutch government is planning to expand onshore wind
power to 6,000 MW by 2020. This means that the capacity
available at the end of 2015 would be more or less doubled.
By the end of 2020, 14 percent of total energy consumption
is to be generated from renewable energy sources; the per-
centage is to be raised to 16 percent by 2023.

State subsidies for renewable energy in the Netherlands are
currently regulated by the "Stimulering Duurzame Energie-
productie” (SDE+), which is based on an auctioning system,
similar to the German EEG. Subsidies for onshore wind
power have been differentiated according to wind speeds
since 2015. Depending on the wind speed, the maximum
remuneration (trading price of electricity + premium) ranges
roughly between 6.2 euro cent/kWh and 8.5 euro cent/kWh.
The subsidy period is 15 years, with an extension option of
one year, depending on the extent to which the annual
promotion fund for wind farms has been utilised.

Permission, feasibility study, wind resource assessment and
option agreements must be produced to obtain subsidies.
A fixed annual budget of EUR 8 billion is provided until
2020. The subsidies are granted in several phases, in which
the developer can submit an application for each wind cat-
egory. As soon as the subsidy cap has been reached, the
project is tendered in a free auction, in which all of the
technologies compete for the remaining subsidies and the
lowest bid is processed first. The permissions are granted by
the individual provinces and municipalities. Only projects
larger than 100 MW need to be authorised by state and
provinces together.

4) Sara Stefanini: "Portugal’s clean-power problem”, article published on 5 September 2016
5) Website of the Portuguese Renewable Energy Association, APREN (Associacdo Portuguesa de Energias Renovaveis)
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France

With the new legislation "Loi relative a la transition énergé-
tique pour la croissance verte” (in short LTE), the French law
on energy transition that was passed in August 2015, France
has set itself ambitious goals for the expansion of renew-
able energy. The share of renewable energy sources in final
energy consumption is to be raised to 23 percent by 2020
and to 32 percent by 2030 (at the end of 2015 it stood at
14.9 percent).® In addition, the share of nuclear energy in
the electricity mix is to be reduced to 50 percent by 2025
(currently still more than 70 percent).

Based on nearly 12 GW at the end of 2016, onshore wind
capacity in France is to be raised to 14.3 GW by 2018 and
t0 21.8-26 GW by 2023.

In the course of 2016, the remuneration terms for onshore
wind power were defined in more detail. Based on the
German blueprint, France introduced a mandatory direct
marketing scheme for onshore wind farms, which is to
replace the previous tariff model. This means that in addi-
tion to the respective market price, a wind farm operator
receives a variable market premium, which corresponds to
the delta between the technology-specific reference tariff
and an average reference trading price, which is determined
in retrospect’.

From 2017, direct marketing with a market premium is to
apply to wind farms with up to six turbines and the auction-
ing system will be applied to larger wind farms.

United States

Regulations concerning the expansion of renewable energy
sources in the US vary across states. Like in Europe, expansion
targets for renewable energy sources have been defined.
However, they are not binding and their definition varies
across states. These so-called Renewable Portfolio Standards
(RPSs) either state the absolute expansion targets in mega-
watts, or a percentage share of renewable energy sources in
the energy mix for each of the 29 states and Washington D.C.
In California and New York, the RPSs are set to 50 percent,
for example, to be reached by 2030. Hawaii has set itself the
most ambitious target with 100 percent by 2045.

Like in the UK, power purchase agreements (PPAs), i.e.
contracts between a project company and an industrial
customer or an energy supplier, determine the profitability
of the project. The PPAs are usually issued in privately

organised tender procedures or negotiated directly. The US
does not have a centralised subsidy system like a feed-in
tariff either. However, there is an option to be registered as
a "qualified facility" In this case, the grid operator has to
buy the electricity at cost (“avoided cost"). There are also
subsidy systems at state, local and federal level. Local sub-
sidy programmes do not play a major role for projects of
energy supplier dimension.

However, indirect subsidies are granted at state level via tax
benefits. The corresponding mechanisms are either Invest-
ment Tax Credit (ITC) or Production Tax Credit (PTC). They
had originally been introduced at the beginning of the
1990s, were amended in 2009 by the Obama administration
with the "American Recovery and Reinvestment Act (ARRA)"
and were extended in 2015 until 2020 via the "Consolidated
Appropriations Act".

Production Tax Credit (PTC) takes effect in the first ten years
of operation, i.e. tax credit is given on profits from the sale
of electricity generated with wind turbine systems. This
typically involves an agreement with a tax equity investor
(TEI) who is able to use the PTCs for tax purposes as partner
or operator of the facility. Depending on the construction
start of the wind farm, the PTC will gradually be reduced in
the coming years (by 20 percent in 2017, 40 percent in 2018
and 60 percent in 2019)8.

In addition, an accelerated depreciation scheme is in place,
the Modified Accelerated Cost Recovery System (MACRS). In
the US, investing in a facility that uses renewable energy
sources gives rise to a special depreciation entitlement over
five years. In addition, 50 percent of eligible investment costs
can be written off in the first year. The MACRS then only
apply to the remaining 50 percent of the investment. While
the MACRS are supposed to be maintained, the special de-
preciation of 50 percent will gradually phase out: to 40 per-
cent in 2018, 30 percent in 2019 and 0 percent in 2020.

Meeting the Renewable Portfolio Standards is ensured via
so-called Renewable Energy Credits (RECs). The RECs are
tradable, similar to emission certificates in Europe. One REC
is granted for 1 MWh. However, the price of an REC is cur-
rently only 1 USD/MWh (voluntary market), and as a result
its impact is minimal at the moment. In addition, signifi-
cantly more expensive certificates are traded at the region-
al level, but the newly elected Trump administration is
likely to abolish these.

6) Ministére de I'Environnement, de I'Energie et de la Mer: "Chiffres clés des énergies renouvelables - Edition 2016", February 2017
7) French-German Office for Renewable Energy: “Neuordnung der Fordermechanismen fiir erneuerbare Energien in Frankreich”
(reorganisation of the subsidies for renewable energy sources in France, version: February 2017), March 2017

8) Website of the US Department of Energy (DoE)



Apart from this, the Energiekontor Group does not expect
any further policy restrictions that would have a negative
impact on the renewable energy market in the US. As in the
UK, Energiekontor's profitability calculation for new projects
in the US is exclusively based on the conclusion of PPAs. All
of the other incentives such as the PTCs for projects with a
construction start before December 2019 are therefore "nice
to have", but not a necessary prerequisite for market entry
in the US.

As is the case with wind power, China also dominates the
global market for new PV installations. New capacity of
34 GW was installed here in 2016, which is more than twice
as much as in 2015 (approx. 15 GW). On an accumulated
basis, total PV output in China therefore amounted to
around 77 GW at the end of 2016. As with wind power, the
US comes second in the PV market as well with about
13°-15"0 GW of new installations, followed by Japan with
8.6 GW. In Europe, about 6.6 GW new PV capacity was in-
stalled in 2016, predominantly in the UK, Germany, France
and Turkey. This means that in total, around 100 GW PV
capacity was installed in Europe at the end of 2016. With
estimated new installations of 75 GW, the global threshold
of 300 GW was surpassed®.

Whereas the PV sector is growing globally, annual new in-
stallations of PV plants in Germany have been relatively low
since 2013. Following new installations with a capacity of
about 1.4 GW in 2015, the Fraunhofer Institute for Solar
Energy Systems ISE states new installations of about 1.5 GW
in 2016. This took total capacity of installed PV plants in
Germany up to just under 41 GW at the end of 2016".

In Energiekontor's core markets, the geographic conditions
in southern Portugal are very good for the use of solar
power, but here the current restrictions described in the
"Wind" chapter apply. In the UK, the development of PV
projects for Energiekontor is largely limited to potentially
using the grid connection of a wind farm for a solar park
on the same site. Other than that, the solar activities of the
Energiekontor Group mainly focus on Germany, France and
the US.

9) PV Market Alliance: Press release from January 2017
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Germany

Since 2015, financial subsidies for electricity generated in
new ground-mounted solar arrays can only be obtained by
participating successfully in a centralised auction organised
by the German Federal Network Agency. In a pilot phase with
three auction rounds, the Federal Network Agency tendered
500 MW of solar PV capacity in 2015, followed by 410 MW
in 2016. From the first auction in April 2015 to the auction
in December 2016, the average subsidy amount was reduced
gradually from 9.17 euro cent/kWh to 6.90 euro cent/kWh.

With the EEG 2017 entering into force, the subsidy amounts
for all ground-mounted solar arrays with a size of over
750 kWp are determined in a tendering procedure. The first
auction took place in February 2017. Two more will take
place in four-month intervals thereafter. From 2017, an
annual total of 600 MW is set to be tendered in three auc-
tions per year.

The potential locations are largely limited to conversion
areas and strips of land (110 metre wide) alongside motor-
ways and railway tracks. Another prerequisite for the accept-
ance of a bid in the auction is a decision to draw up a de-
velopment plan and an initial security of EUR 5,000 per MW
provided when placing the bid. If the bid is accepted, an
interim security of EUR 45,000 per MW (EUR 20,000 if such
resolution has been adopted) must be added, which is to
ensure the bid is genuine; this process is comparable to wind
power auctions.

Energiekontor's management is of the opinion that, unlike
smaller developers, larger companies such as Energiekontor
AG will benefit from the new auctioning system, as they
have more flexibility. Maintaining the profitability of the
projects despite increasing margin pressure rests on effi-
ciency enhancements and price reductions along the entire
value chain. In this context, the still remaining protective
tariffs in Europe, such as on PV modules from China, are
increasingly being questioned, especially since modules
from other countries are already offered at significantly
lower prices these days.

10) Solar Energy Industry Association (SEIA): “U.S. Solar Market Has Record-Breaking Year, Total Market Poised to Triple in Next Five Years", 9 March 2017
11) Website of Fraunhofer Institute for Solar Energy Systems (ISE): Energy Charts as at 2 February 2017
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France

Compared to just over 7 GW of installed PV capacity at the
end of 2016, the capacity for PV power in France is to be
expanded to 10.2 GW by 2018 and to 18.2-20.2 GW by 2023.

Since 2016, remuneration for power generated with
ground-mounted solar arrays in the size of 500 kWp to
17 MWp has been determined in auction processes in
France. Six auction rounds with 500 MW each are planned
for between 2017 to mid-2019. The auction volume has
been divided into three plant categories: 300 MW for
ground-mounted solar arrays with a capacity between
5MWpand 17 MWp (Category 1), 135 MW for ground-mount-
ed solar arrays with a capacity between 500 kWp and 5 MWp
(Category 2) and 65 MW for roof-mounted solar arrays with
a capacity between 500 kWp and 10 MWp (Category 3).

Direct marketing is also being introduced in the PV sector.
Accordingly, each plant is granted a market premium in
addition to the electricity exchange market price. A mini-
mum and a maximum price is determined for each category.
In March 2017, the French Ministry for Energy announced
the results of the first auction round, in which 79 projects
were tendered, most of them located in the south of France.
The average bid price was 62.50 EUR [ MWh for Category 1,
68.1 EUR/MWh for Category 2 and 105.6 EUR/MWh for
Category 32

United States

At the end of 2016, total PV capacity in the US amounted
to 40 GW, which is nearly on par with Germany, a country
28 times smaller than the US.

Like for wind turbine systems, power purchase agreements
(PPAs), i.e. a contract between a project company and an
industrial customer or a grid operator, form the basis for
the profitability of a solar park in the US.

Additional state subsidy measures are largely identical with
those described in the "Wind" chapter. Instead of Production
Tax Credits, tax incentives in the PV sector are granted via
so-called Investment Tax Credits (ITC), however.

12) Information of the French-German Office for Renewable Energy, March 2017

ITCs allow investors to deduct 30 percent of the invested
system costs from their tax load. Depending on when the
construction of PV projects is started, the ITC will be reduced
to 26 percent in 2020 and 22 percent in 2021. From 2022,
the plan is for just 20 percent to be deductible. In order to
use the ITC for a project, either an investor is needed who
is able to activate the ITCs, or, as is the case with wind farms,
a tax equity investor (TEI) must be integrated. Such TEls
must stay in the project company operating the PV park for
at least five years.

Given excellent global radiation levels of sometimes far
more than 2,000 kWh [ m2 p.a.(kilowatt hours per square
metre and year), roughly twice as much as for the best
German sites, the expected levelized cost of electricity in
the sunny areas of the US such as Arizona, New Mexico or
Texas is much lower than in Europe.



Project development and the sale of wind farms and solar
parks was again highly successful in 2016. All in all, the
Company sold six projects developed and completed by
Energiekontor, five wind farms and one solar park, with
total output of more than 62 MW to investors. Furthermore,
the Company had obtained permissions for wind farms with
a total volume of around 100 MW by the end of the year,
80 MW thereof pertaining to projects in Germany and
20 MW in the UK.

In the following, we give a detailed account of this business
performance by region. In the wind business, all projects in
Germany except for one single turbine were completed as
scheduled in the 2016 financial year.

In the key region of Lower Saxony, activities have to date
mainly been focused on the Cuxhaven area. In the course
of 2016, eight of the eleven existing T MW wind turbine
systems in Debstedt were replaced by three new turbines
with rated power of 4.5 MW each. Permission for the fourth
was obtained in the first quarter of 2016. At the end of May
2016, the contract for the sale of the Debstedt repowering
project was signed with the Hamburg-based solar park and
wind farm operator Capital Stage, which is listed on the
SDAX. The Debstedt wind farm was completed and com-
missioned in December 2016 as planned.

Energiekontor is also carrying out another repowering pro-
ject, Breitendeich, in the Stade district. The Company re-
ceived planning permission for Breitendeich at the end of
the first quarter 2016. The financial close, which is required
for construction to begin, was secured in April 2016. In July
2016, this repowering project was also sold to Capital Stage
AG. The Breitendeich wind farm consists of two turbines
with a total of some 6.4 MW rated power and is south of
the Elbe estuary. This project was likewise commissioned in
December 2016.

In addition to the permission for the fourth turbine in
Debstedt that was already obtained in March 2016 (4.5 MW),
the Company was granted planning permission for the
Hammelwarder Moor project in October 2016. Three wind
turbines with rated power of 3,4 MW and a hub height of
119 metres each are planned at this wind farm near the city
of Brake. At year-end, two additional permissions for pro-
jects with total rated power of 22 MW had been granted.
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In the key region of North Rhine-Westphalia, the Hiirth
wind farm (8.55 MW), which had been approved at the end
of 2015, was built in the first few months of 2016 and went
into operation in April 2016. Shortly thereafter, Energiekon-
tor signed the contract to sell this project. The buyer is the
listed wind farm and solar park operator Chorus Clean
Energy AG from Neubiberg near Munich. The Hirth wind
farm, located southwest of Cologne, consists of three tur-
bines with rated power of 2.85 MW each.

Having been granted planning permission for a third re-
powering project near the city of Grevenbroich in the first
quarter of 2016, Energiekontor began the construction and
marketing of the wind farm with the aim of completing the
project before the end of the year. This project with total
rated power of 7.5 MW was then also sold to Capital Stage
AG in August 2016. With Grevenbroich also being commis-
sioned in December 2016, all three projects were completed
on schedule.

At the end of the year, planning permission for another five
projects with total rated power of just under 30 MW had
been granted in North Rhine-Westphalia.

In February 2016, we concluded a new cooperation agree-
ment with Thiiga AG on joint wind farm development and
construction projects, with a focus on the Lippe district in
North Rhine-Westphalia. Currently, projects with a total
volume of about 50 MW are being examined.

Permission for the Klein Woltersdorf project in the key re-
gion Brandenburg was obtained at the end of 2015. This
was followed by the financial close at the end of February
2016 for the project consisting of a single turbine with
rated power of 2.4 MW. Commissioning of the turbine, for
which a purchase agreement had already been concluded
in 2016, was postponed to the spring of 2017.

In Brandenburg, the Company was also able to successfully
conclude the permitting process for projects totalling just
under 16 MW.

Once the review of the Mecklenburg-Western Pomerania
region revealed that the potential for projects that could be
implemented at a profitis limited in this region, the activities
were merged with those of the Brandenburg key region. In
future, they will be coordinated from Bernau near Berlin.
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The German state of Thuringia was added as a new key
region and Energiekontor started investigating potential
activities in that region in 2016. The management considers
that this German state offers good conditions for realising
efficient onshore wind projects. The Thiiringer Energie- und
GreenTech-Agentur (ThEGA) had already awarded Energie-
kontor the seal of "Fair Wind Energy Thuringia” in the first
half of 2016 for adhering to the guidelines on cooperation
and transparency when it comes to the state's citizens,
municipalities and companies.

Including the repowering projects, acquisitions in Germany
in 2016 resulted in areas being contractually secured for a
total of around 240 MW in wind energy power.

In the UK, subsidies for onshore wind farms were basically
cancelled since the government changed in May 2015.
Following the end of the certificate-based ROC regime in
April 2016, the Contracts for Difference auctioning system
(CFD) now applies to renewable energy sources in the UK,
but no auctions were scheduled for onshore wind in 2016.

At the end of June 2015, the Hyndburn Il wind farm, i.e. an
expansion of the already existing Hyndburn wind farm,
received permission. Four wind turbine systems with rated
power of 2 MW each are to be erected in Hyndburn Il. Giv-
en the unanswered questions with the air traffic control
authority, however, implementation of the project has been
delayed. Talks with the operator and manufacturer of the
radar systems in 2016 showed a positive tendency. At the
end of 2016, permission was obtained for the Withernwick
Il expansion project that has a similar scope.

In addition to the above, a number of projects in the UK
were in the permitting process in 2016, and Pencarreg (2 x
2.5 MW) in Wales was granted planning permission in the
first quarter of 2016. In order to improve the profitability
of this project, new permission with improved parameters
was applied for.

Areas for roughly 200 MW were secured in the UK by ac-
quisition in the course of 2016. Total rated power for the
projects for which the Energiekontor Group secured exclu-
sivity in England and Scotland has thus climbed to around
600 MW. The majority of these areas is in Scotland.

Another success was achieved by Energiekontor's sales team
in selling the Gayton le Marsh wind farm (16.4 MW) on
England's east coast commissioned at the beginning of
2016, which was previously operated as part of the Group's
own portfolio. The sale of the Gayton le Marsh wind farm
to a British investor was a strategic decision in order to
accelerate the deleveraging of Group-owned wind farms
and thus improve the Group's equity ratio. The proceeds
from the sale were used to prematurely repay existing loans
for Group-owned wind farms.

In Portugal, the activities of the Energiekontor Group are
still mostly limited to the management of existing turbines
as well as rotor blade extension (for further information see
item c) Operation Development, Innovation and Others).

In the Solar division, the Company had two favourable
outcomes to show for in 2016. Firstly, the Nadrensee solar
park (about 10 MWp), which emerged as one of the winners
from the first German auction round for PV ground-mount-
ed solar arrays in the spring of 2015, was commissioned
and sold to an investor in the late summer.

Secondly, the Energiekontor Group received the award for
another project in the solar auction held in early April 2016.
This project, Garzau-Garzin, is located in Brandenburg and
also has rated power of around 10 MWp; at the end of 2016,
it was undergoing area development planning.

Furthermore, the activities to acquire and secure sites for
ground-mounted solar arrays were enhanced to be able to
submit more projects to upcoming auctions. In addition to
the ongoing solar activities in Germany, the acquisition of
projects in neighbouring countries that have already re-
ceived permission has become an option.

In 2016, the Energiekontor Group strengthened its person-
nel resources in order to explore the new markets of the
Netherlands, France and the US. An office was opened in
the Dutch town of Nijmegen at the end of the first half-year
with the aim of coordinating project development activities
for wind farms with national experts there. The first sites
have already been identified. The team in the Netherlands
is expected to grow gradually to secure these and other
locations.



In France, Energiekontor is initially focusing on the field of
solar. Here, too, the Group hired an experienced native
speaker on a freelance basis, who will be in charge of iden-
tifying suitable sites in the southwest of the country and
will help to acquire sites and establish an office in France.

Both options of Wind and Solar are being looked into in the
US. Energiekontor used 2016 to make a selection of suita-
ble states and possible sites. As in the other markets exam-
ined, there are also plans to establish the Company's own
office in the US.

In the first quarter of 2016, Energiekontor was able to suc-
cessfully place the step-up bond IX with a volume of nearly
EUR 12 million. This bond was issued to finance the acqui-
sition of the Portuguese Mafomedes wind farm and to
refinance the Breitendeich wind farm in Lower Saxony. As
agreed in the contract, the Mafomedes wind farm (4.2 MW)
was incorporated into the Group's own portfolio on 1 Jan-
uary 2016. The number of wind farms operated by Energie-
kontor AG thus increased to 33, with total rated power of
around 269 MW.

The sale of the English Gayton le Marsh wind farm took
total capacity down by 16.4 MW at the end of 2016. Total
capacity of the Group-owned portfolio was further influ-
enced by three repowering projects. At the Debstedt and
Breitendeich wind farms, some of the existing turbines were
replaced with new and larger turbines. 3 MW of the capac-
ity in Debstedt and 6 MW of the old turbines in Breitendeich
remained with the Group, while the repowered turbines
were sold to investors. The Grevenbroich wind farm was
replaced entirely with new turbines and sold. At the end of
2016, the Group thus had 31 wind farms with total rated
power of 238.2 MW in its own portfolio.

Despite this short-term effect, nothing has changed in
Energiekontor AG's strategy to continuously expand its
portfolio of Group-owned wind farms and to take over
about half the projects it develops into this portfolio.
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The operational management of the Energiekontor Group
has further developed a package of measures to cut costs,
increase the yield and prolong the useful life of wind farms.
These measures include:

Repowering: Wherever possible, Energiekontor intends
to gradually replace old turbines with new, more
powerful wind turbine systems and to thereby simulta-
neously extend the useful life of these sites.

Efficiency enhancement by means of technical
innovations: this comprises yield-enhancing measures
(up to 10 percent) like optimising the aerodynamics of
blades and extending the length of rotor blades.
Optimisation of operating expenses: for this
purpose, the operational management introduced an
efficiency enhancement programme aimed at lowering
operating expenses per kilowatt-hour generated by a
number of measures.

Extension of useful life: the terms of the existing
turbines are to be secured beyond the guaranteed state
subsidisation period by means of suitable lease and
loan agreements.

Refinancing and repayment of loans: liabilities are
to be reduced via refinancing of existing farms and
premature repayment of loans (deleveraging), thus
reducing the interest burden considerably in the Power
Generation in the Group-owned Wind Farms segment
(example: refinancing of Withernwick and loan
repayment using the proceeds from the sale of

Gayton le Marsh).

Overall, the wind situation failed to meet Energiekontor's
expectations in 2016. In Germany, the yields were about
20 percent below the previous year, also due to winds in the
fourth quarter being even lower than in the rest of the year.
In Portugal, the output was also clearly below expectations.

Only the winds in the UK fully met expectations. However,
even here the yields declined year-on-year in 2016, because
the previous year had been exceptional. Income from the
UK was additionally burdened by a marked depreciation of
the British pound year-on-year.
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Income from ongoing operational management has con-
tinuously increased in recent years thanks to the expansion
of the Group-owned wind farm portfolio. Efficient market
observation and the resulting agreements for direct power
marketing under the German Renewable Energy Sources
Act (EEG) contributed to improving the income situation.
It was possible to place almost the entire German wind farm
portfolio with reputable direct power marketers. Energie-
kontor has achieved attractive marketing conditions here
so far. Direct power marketing and the corresponding
remuneration regulations were introduced in the amended
EEG as of 1 January 2012; the amendment of the EEG made
direct marketing obligatory as from August 2014.

The innovative rotor blade extension method is gaining
significance within the segment. To date, this technology
is being used in the Debstedt wind farm (where one wind
turbine has been repowered), as well as in Portuguese wind
farms. In addition to the extension of the AN Bonus turbine
model (1 MW), further development for the 1.3 MW class
has meanwhile been completed and certified.

Permission for converting 26 wind turbines in Portugal was
already granted in November 2013. Following a successful
test and optimisation phase, the first wind farm consisting
of ten turbines, Penedo Ruivo, was equipped with the rotor
blade extension in the autumn of 2016.

At present, Energiekontor is developing two new prototypes
that are intended for the rotor blade extension of other
turbines.

The business performance and net profit of the AG and the
Group were equally positive in the year under review.

This is due primarily to successful project management and
the sale of wind and solar projects. Of the five wind farms
built and sold to investors in 2016, four had been commis-
sioned and were generating income by the end of the finan-
cial year. Furthermore, another solar park that had won the
auction round in 2015, the Nadrensee solar park, was built
and sold. Only the completion of the single turbine in Klein
Woltersdorf had to be postponed to the 2017 financial year.
Furthermore, the British Gayton le Marsh wind farm, which
had already completed at the end of 2015, was sold, and

the proceeds were used to prematurely repay the loans for
Group-owned wind farms, which in turn contributed to the
increase in the Group equity ratio to more than 19 percent.
Total output in the Project Development and Sales (Wind,
Solar) segment was below the level in 2015, but segment
EBIT exceeded the target.

Especially in Germany, the wind year was significantly below
the long-term average in 2016. Therefore, the income from
power generation in Group-owned wind farms was lower
than in the previous year. Portugal also failed to meet the
expected income. Although the wind output in the UK was
in line with the expectations based on the long-term
median, income also declined year-on-year in 2016 as the
figures in 2015 had been exceptionally good. Income was
additionally burdened by the 2016 depreciation of the
British pound versus the euro. All in all, both revenue and
EBIT in the Power Generation in Group-owned Wind Farms
segment were below the previous year's level in 2016.

The Operation Development, Innovation and Others seg-
ment likewise saw a moderate decline in revenue and EBIT
versus the previous year in 2016; this was also due to the
generally weak wind output in 2016.

Alook at the consolidated figures of the entire Group shows
that the earnings targets of Energiekontor AG and of the
Group as well as the business development, sales and sur-
plus cash targets of the operating segments and the profit
centres were reached or even slightly exceeded in 2016.
Below the line, the Company thus managed to grow its
business as planned in 2016. Furthermore, thanks to the
planning permissions totalling more than 80 MW in Germa-
ny and about 20 MW in the UK obtained by the end of 2016,
a solid foundation was laid for the successful continuation
of the positive Company performance in the current 2017
financial year.



The 2016 financial year was again very positive for the
Energiekontor Group. The sale of four German and one British
wind farm as well as a German solar park has a positive
effect on the consolidated balance sheet and the income
statement. Despite the sale of Group-owned repowered
wind farms and a British wind farm, the expansion of the
Group-owned wind farm portfolio shall continue in the
future. Moreover, a wide range of potential opportunities
in Germany and abroad were further developed in the finan-
cial year, which are expected to drive the successful profit
development in the future. The Group reports the following
positive results:

in EUR thousand 2016 2015
Consolidated net income 25,334 20,911
plus tax expenses 10,162 8,751
EBT 35,496 29,662
plus financial result 18,254 20,006
EBIT 53,750 49,668
plus depreciation and

amortisation 18,316 16,424
EBITDA 72,066 66,092

For the pro forma key figures shown above and used in this
report (EBIT, EBITDA, etc.), please refer to the explanation
on page 63.

Project implementations in the wind and solar sectors in-
crease Group revenue to EUR 201,764 thousand (previous
year: EUR 191,329 thousand). Consolidated revenue in the
financial year comprises revenue in the Project Develop-
ment and Sales (Wind, Solar) segment in the amount of
EUR 148,655 thousand (previous year: EUR 132,936 thou-
sand), the Power Generation in Group-owned Wind Farms
segment in the amount of EUR 49,899 thousand (previous
year: EUR 55,260 thousand) and the Operation Develop-
ment, Innovation and Others segment in the amount of
EUR 3,210 thousand (previous year: EUR 3,133 thousand).

The Project Development and Sales (Wind, Solar) seg-
ment includes proceeds from the sale of wind farms as well
as proceeds from services rendered in connection with
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economic planning and the contractual and legal imple-
mentation, project management, company management in
the foundation phase, sales and marketing measures and
the procurement of own and external funds for the wind
farm operators in the amount of EUR 148,655 thousand
(previous year: EUR 132,936 thousand).

In the Power Generation in Group-owned Wind Farms
segment, revenue declined compared to the previous year,
reaching EUR 49,899 thousand (previous year: EUR
55,260 thousand), which was due primarily to the relatively
weak wind year in Europe. Given the depreciation of the
British pound, electricity income from the UK decreased in
euro terms, leading to a decline of approximately EUR
2,828 thousand.

Revenue in the Operation Development, Innovation and
Others segment was mainly driven by revenue from
operational management services and amounted to EUR
3,210 thousand (previous year: EUR 3,133 thousand).

The item Changes in inventories and other work per-
formed and capitalised totalling EUR 35,015 thousand
(previous year: EUR 18,808 thousand) resulted in particular
from the sale of the English Gayton le Marsh wind farm
that had been included in the Group-owned wind farm
portfolio in the previous year; following the decision to sell
the wind farm, it was reclassified from fixed assets to current
assets. Aside from this effect, inventories remained at a
similar level as in the previous year.

Other operating income increased on the back of positive
effects from the reversal of provisions as well as from foreign
currency translation.

in EUR thousand 2016 2015
Reversal of provisions 2,831 890
Net income from foreign

currency translation 1,357 0
Compensation of damages/

insurance settlement 196 214
Misc. other operating income 97 469
Other operating income total 4,481 1,574

At EUR 70,523 thousand, the Cost of raw materials and
supplies and purchased services declined versus the pre-
vious year (EUR 116,590 thousand) due to lower total output.
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Personnel expenses increased to EUR 10,922 thousand
(previous year: EUR 10,476 thousand) due to an increase in
the headcount, salary increases and higher bonuses.

in EUR thousand 2016 2015
9,289 8,884

Wages and salaries

Social security contributions and
benefit expenses 1,632 1,592

Personnel expenses 10,922 10,476

The Depreciation and amortisation of property, plant
and equipment and intangible assets shown in the
amount of EUR 18,316 thousand (previous year: EUR
16,424 thousand) mainly refers to scheduled depreciation
of Group-owned wind farms.

in EUR thousand 2016 2015
Amortisation of intangible assets 13 13
Depreciation of buildings 2 9
Depreciation of wind farms and

plant and equipment 18,265 16,360
Depreciation of operational and

office equipment 36 42

Total depreciation and
amortisation 18,316 16,424

The year-on-year increase in depreciation of property, plant
and equipment was mainly the result of the full-year
depreciation of the Gayton le Marsh wind farm added to
the Group inventory in the previous year.

Repair, maintenance and lease expenses for Group-owned
wind farms, selling expenses in connection with the
issuance of bonds, expenses from currency translation as
well as legal and consultancy fees contributed to Other
operating expenses of EUR 17,719 thousand (previous
year: EUR 18,553 thousand).

in EUR thousand 2016 2015
Repair and maintenance

expenses wind farms 7,014 5,909
Lease payments for wind farms 2,709 2,711

Project-related expenses
(incl. planning, travel costs, etc.) 1,595 1,331

Legal, tax, audit and other
consultancy fees, litigation

expenses 1,429 1,630
Fees, dues and contributions 1,177 1,076
Administrative expenses 1,151 1,011
Insurance 1,112 1,239
Occupancy expenses 510 508
Electricity procurement from

wind power plants 374 552
Misc. other operating expenses 316 206
Advertising and selling expenses 298 332
Deconsolidation losses 34 0
Net expense from foreign

currency translation 0 2,048
Total other operating expenses 17,719 18,553

Interest income continues to be low due to the historically
low interest level on the capital market. Interest expenses
for long-term financing of Group-owned wind farms,
construction period interest expenses for the wind farms
constructed in the reporting year and expenses related to
operating loans and bond capital together generated
Interest expenses with a total volume of EUR 18,443 thou-
sand (previous year: EUR 20,508 thousand).

in EUR thousand 2016 2015

Total interest and other income 162 474

Interest expenses to banks for
capex loans 8,161 9,184

Interest expenses for bond
capital 6,980 6,197

Financing expenses for
other debt capital

(external limited partners) 219 304
Other interest expenses 3,083 4,824
Total interest expenses 18,443 20,508
Interest result -18,281 -20,035
Income from investments 28 28
Financial result -18,254 -20,006



Financial management at the Energiekontor Group focuses
on the efficient and sustainable use of existing financial
resources, taking into account the expected development
of the sector.

The Group's financial policy is in line with the strategy suc-
cessfully applied in past financial years. With the issuance
of corporate bonds, which has been successful throughout,
the Company managed to create an important foundation
for the Group's future growth, independent from banks'
loan policies.

In the year under review, another corporate bond in the
amount of EUR 10,950 thousand was successfully issued by
Energiekontor Finanzanlagen IV GmbH & Co. KG. Repay-
ments in the amount of EUR 6,600 thousand were made to
bondholders during the financial year as scheduled.

Energiekontor is using part of the cash flow generated from
its successful business for unscheduled deleveraging of the
wind farm portfolio. The Group exercised its contractual
termination right and terminated bonds totalling
EUR 18,800 thousand in the year under review. The repay-
ments to bondholders were thus made ahead of schedule,
in the spring of 2017.

Credit lines with financial institutions amount to EUR
24,500 thousand (previous year: EUR 21,500 thousand) and
a framework agreement for the granting of subordinate
credit tranches for project financing ensures that short-term
operating resources are available for the interim financing
of wind farm and solar park projects.

Long-term bank financing, pertaining mainly to the financ-
ing of investments in the Group's own wind farms, amounted
to EUR 90,308 thousand at the end of the financial year
(previous year: EUR 128,762 thousand).

Cash and cash equivalents increased to EUR 118,528 thou-
sand as at the reporting date (previous year: EUR 103,957 thou-
sand). The Other securities portfolio, which mainly consists
of German federal bonds, remained largely unchanged at
EUR 10,305 thousand in the financial year (previous year:
EUR 10,278 thousand).
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Liabilities to financial institutions fell to EUR 107,010 thou-
sandasof the reporting date (previous year: EUR 154,032 thou-
sand). Redemption payments for borrowings by project
companies were in line with the schedule, both in the finan-
cial year and in previous years.

in EUR thousand 2016 2015
Non-current liabilities to

financial institutions 90,308 128,762
Current liabilities to financial

institutions 16,702 25,271
Total liabilities to financial

institutions 107,010 154,032

Non-current loans and borrowings pertain mainly to
investments in Group-owned wind farm operators for the
construction and acquisition of wind farms.

Current loans and borrowings mainly refer to financing of
wind farm operators that are currently being established and
are to be sold in the short term, operating loans for interim
financing provided to wind farm operators, accrued interest
from financing Group-owned wind farms as well as redemp-
tion payments for long-term loans that are due within the
time frame of one year.

Total financial liabilities amount to EUR 230,910 thousand
(previous year: EUR 280,769 thousand) and break down as
follows:

in EUR thousand 2016 2015
Non-current financial liabilities

Liabilities to financial institutions 90,308 128,762
Liabilities from bond capital 87,289 105,077
Other financial liabilities 5911 13,423
Liabilities to external limited

partners 1,667 1,637
Total non-current

financial liabilities 185,175 248,898

Current financial liabilities

Liabilities from bond capital 28,507 6,600
Liabilities to financial institutions 16,702 25,271
Liabilities to external limited

partners 526 0
Total current financial liabilities 45,735 31,871
Total financial liabilities 230,910 280,769
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Liabilities to external limited partners stated above under
Non-current financial liabilities refer to limited partner
shares (minorities) in wind farm operators, which are desig-
nated to remain in the Company and must be classified as
borrowings in accordance with |AS 32.

Such Liabilities to external limited partners may also
exist in Current financial liabilities if shares in a project
company have already been sold and a wind farm is only
completed and transferred after the reporting date.

Other financial liabilities include the fair values of inter-
est and currency swaps concluded as long-term cash flow
hedges; due to the low capital market interest rates, these
are negative at EUR —4,513 thousand (previous year:
EUR —12,439 thousand). The reduction results from the
disposal of hedged liabilities and the depreciation of the
British pound versus the euro.

Equity increased due to the positive net income for the year
and, after set-off against negative fair values of interest and
currency swaps as well as the dividend distribution, amounts
to EUR 69,477 thousand (previous year: EUR 50,460 thou-
sand). With total assets falling below the prior year value
and amounting to EUR 361,351 thousand, (previous year:
EUR 399,118 thousand), the equity ratio increases signifi-
cantly to 19.2 percent (previous year: 12.6 percent).

Compared to German commercial law, the application of
the International Financial Reporting Standards (IFRS) in-
volves certain conventions that have a negative effect on
the Group's equity ratio.

At Energiekontor, hedging interest and currency risks, espe-
cially with regard to the interest and redemption plan of
Group-owned wind farms, is a priority; this pays heed to
economic considerations and disregards potential effects on
the balance sheet. Increasingly, Energiekontor takes out loans
with variable terms to finance its wind farms in order to
hedge terms and conditions for the long term; these loans
are already hedged with interest swaps (cash flow hedges)
at closing. In 1AS 39, IFRS require that derivatives (interest
swaps with a fixed interest rate) are accounted for separately
from the underlying transaction (loans with variable terms)
and that the derivative is recognised in the balance sheet.

The derivatives, which are always contracted along with the
financing agreements, are fully effective as interest hedges
and therefore fully linked to the financing structure, as their

sole economic purpose is to convert a variable interest loan
into a synthetic fixed interest loan. According to German
commercial law, which is known to maintain very strict
principles of prudence when assessing liabilities, these loan
contracts are not classified as liabilities that need to be
recognised based on the available valuation units (Sec. 254
HGB); therefore, these would not be included in the balance
sheet, if the consolidated financial statements had been
prepared according to the principles of the German Com-
mercial Code (HGB). In a situation of falling interest rates
on the capital market, IFRS require the recognition of lia-
bilities that are not actually existent, however, which leads
to a lower equity ratio (compared to HGB).

The negative fair values of interest and currency swaps are
calculated based on mathematical simulation models that
forecast currency and interest developments; for the Ener-
giekontor Group, these calculations are purely arithmetic,
especially since a sale or the realisation of the fair values
before the scheduled expiry of the interest contract hedged
with the derivatives is not an option. If loans that are linked
to interest swaps are refinanced, it is always ensured that
full effectiveness and coherence are maintained. Economi-
cally, the negative fair values in the case of such synthetic
fixed-interest loans compare to prepayment penalties for
conventional fixed-interest loans, which are not included in
the balance sheet under IFRS either. The fair values are
therefore no longer included in segment reporting (segment
liabilities) as debts (management approach); instead, their
balance sheet values are neutralised when the net assets for
the segment are calculated.

Moreover, the implementation of IAS 32, which is also con-
troversial, stipulates that limited partner capital is usually
not classified as equity but as borrowed capital, which
means for the Group that minorities in wind farm operators,
which are designated to remain in the Company for the long
term, as well as in project companies held for sale must be
classified as borrowings.

If the equity ratio were adjusted for these two IFRS speci-
alities, the (notional) equity ratio at the reporting date
would be 20.5 percent (previous year: 14.9 percent).

When looking at the equity ratio, not only IFRS character-
istics but an even more significant issue needs to be taken
into account, which distorts the ratios compared to the
actual equity position of the Group. This is the fact that
substantial assets related to Group-owned wind farms,
which the Group constructed itself, are not recognised at
their fair values but only at external construction costs. In



addition to several wind farm projects that have been ac-
quired or not yet realised, which will also only be recognised
at cost in the inventory, the Property, plant and equipment
item in the consolidated balance sheet therefore contains
considerable hidden reserves.

Due to the sale of a British wind farm and the share of three
German Group-owned and repowered wind farms recog-
nised in Group-owned wind farms in the previous year,
Non-current assets declined to EUR 179,591 thousand (pre-
vious year: EUR 232,263 thousand). Non-current assets
break down to the following balance sheet items and are
explained below.

in EUR thousand 2016 2015
Property, plant and equipment 171,747 223,789
Deferred tax liabilities 7,721 8,327
Receivables and other financial

assets 60 70
Investments 53 53
Other intangible assets 10 23
Non-current assets 179,591 232,263

Other intangible assets include software licences for on-
going business operations.

Property, plant and equipment is recognised at cost of
acquisition or production less depreciation and includes the
complete plant and equipment of the wind farm operators
to be consolidated in the year under review, operational
and office equipment of the office locations in Germany
and abroad as well as the wind farm sites and compensa-
tory land. The real estate portfolio of Energiekontor Umwelt
GmbH & Co. Okologische Wohn-Immobilien KG was com-
pletely sold in the year under review and is recognised with
a value of EUR 0O (previous year: EUR 233 thousand).

In the year under review, an acquired wind farm was capi-
talised in Property, plant and equipment. Together with the
adjusted decommissioning costs, this led to additions of
EUR 9,653 thousand (previous year EUR 53,647 thousand).
Disposals referring to wind farm property, plant and equip-
ment, particularly from the sale of a British and three German
repowered wind farms, amount to a total of EUR 36,715 thou-
sand (previous year: EUR 332 thousand).

Taking into account scheduled depreciation in the period
under review of EUR 18,265 thousand (previous year:
EUR 16,360 thousand), the balance sheet item Plant and
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equipment of the wind farm operators amounts to
EUR 170,928 thousand (previous year: EUR 222,745 thou-
sand). Provisions for decommissioning and restoration in-
cluded in the balance sheet increase as planned in the peri-
od under review due to accumulation and the expected cost
increases; they are included in the additions stated above.

In the non-current receivables and financial assets item,
Receivables from affiliated companies include minority
interests in third party companies. Other non-current assets
mainly include prepaid expenses in the amount of EUR
31 thousand as of the balance-sheet date (previous year:
EUR 38 thousand).

Deferred tax assets of the Group are recognised at EUR
7,721 thousand (previous year: EUR 8,327 thousand) and
explained in detail in the Notes (only available in German
language). Deferred tax liabilities of EUR 4,225 thousand
(previous year: EUR 4,670 thousand) eligible for netting
pursuant to IAS 12 were deducted.

Current assets less cash and cash equivalents and other
securities explained in the report on the financial perfor-
mance amount to EUR 52,926 thousand (previous year:
EUR 52,620 thousand).

Inventory reported in this item of EUR 34,272 thousand
(previous year: EUR 32,871 thousand) includes capitalised
services related to construction projects currently in process
as well as planning services for new projects to be realised,
especially pre-production costs related to planning activi-
ties in Germany and the UK.

Current receivables and other financial assets rose mod-
erately from EUR 18,124 thousand to EUR 18,224 thousand
in the year under review.

Income tax receivables (current) in the amount of EUR
430 thousand (previous year: EUR 1.624 thousand) include
corporation tax and trade tax refunds.

Non-current liabilities amount to EUR 208,322 thousand
(previous year: EUR 272,495 thousand). In addition to the
Non-current financial liabilities and Deferred tax liabilities
already explained in the report on the Group's financial
performance, this item also includes Provisions for decom-
missioning and restoration at the Group-owned wind farm
operators.
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in EUR thousand 2016 2015
Provisions for decommissioning

and restoration 12,099 12,861
Non-current financial liabilities 185,175 248,898
Other non-current liabilities 2,698 2,821
Deferred tax liabilities 8,350 7,914
Non-current liabilities 208,322 272,495

Provisions for the decommissioning of Group-owned wind
farms and the restoration of the corresponding sites listed
at present values have developed as follows:

in EUR thousand 2016 2015

Total provisions for
decommissioning and
restoration as of 1 January 12,861 11,033

Addition from accumulation of
interest in the current year 383 480

Additions and depreciation of
present values [changes in
production costs, interest rate) 824 =71

Additions related to completion/
acquisitions 164 1,633

Depreciation of present values
(changes in production/
decommissioning costs) -649 =215

Disposals due to sale and
repowering -1,484 0

Provisions for decommissioning
and restoration
as of 31 December 12,099 12,861

Provisions and accounts payable, especially those related
to wind farm construction, other liabilities and tax liabilities
plus the current financial liabilities already stated in the
section on the financial performance together produce
current liabilities of EUR 83,551 thousand (previous year:
EUR 76,163 thousand).

Provisions for taxes were made for expected additional
trade and corporation tax payments for past tax periods.

The Other provisions item contains the following:

in EUR thousand 2016 2015
Project-related provisions 8,300 12,205
Personnel-related provisions 2,051 1,805
Provisions for legal disputes 29 50
Legal, tax and other

consultancy fees 602 723
Misc. other provisions 1,673 1,499
Other provisions 12,656 16,282

Current accounts payable rose from EUR 4,480 thousand
in the previous year to EUR 6,241 thousand in the year
under review.

Additional liabilities include current tax liabilities for wage
and church taxes as well as other miscellaneous liabilities.

A total of 132 permanent employees were working for the
Energiekontor Group as of 31 December 2016 (previous
year: 129), with an additional 19 temporary employees,
students and interns (previous year: 16). The Company also
employs 25 freelancers (previous year: 32). The permanent
workforce was thus more or less in line with the previous
year. Employees are predominantly engineers, economists,
business experts and administrative staff. The subsidiaries
in the UK and Portugal employ only local staff who are
familiar with local business requirements and have knowl-
edge of German practices. In addition to a monthly basic
salary, the majority of the employees receive a perfor-
mance-related bonus. This aims at raising motivation and
ensuring the employees identify strongly with the Compa-
ny. The Management Board and the Supervisory Board
would like to thank the employees for their outstanding
commitment and high motivation.

In the first auctioning round of the year, in February 2017,
Energiekontor was awarded its third solar project since the
beginning of the pilot phase in 2015. The project is a solar
park in Brandenburg with a capacity of 5.5 MWp.

Furthermore, Energiekontor was able to complete the
financial close for three approved wind farms in three
different key regions in February and March 2017. This refers
to the Niederzier project (8.25 MW) in North Rhine-
Westphalia, the Hammelwarder Moor project (10.2 MW) in
Lower Saxony and the Luckow-Petershagen Il turbine
(2.75 MW) in Brandenburg. The three wind farms are cur-
rently under construction.

Moreover, the Klein Woltersdorf wind turbine (2.4 MW) was
commissioned at the end of March 2017.



The forecast for the current financial year takes into ac-
count Energiekontor AG's growth plans based on a sound
business model, with a view to the regulatory changes in
the remuneration of electricity from renewable sources.

The most significant development in 2017 for Energiekontor
is the introduction of the auctioning system in Germany.
The individual business units have been thoroughly prepar-
ing this for a long time. Nevertheless, only the end of the
current 2017 financial year will show how successful the
Company has been in the first auction rounds. One great
advantage is certainly the fact that at the end of 2016, the
Energiekontor Group had already obtained permission for
projects with a total capacity of 80 MW in Germany alone,
and these can be realised on the basis of the terms and
conditions stipulated by the old German Renewable Energy
Sources Act (EEG). This is particularly important, because
the first onshore wind auction will not take place until May
2017 and we cannot expect that all projects awarded in this
auction round will go into operation in 2018, given the de-
livery and realisation times that usually apply in this market.

In 2017, the management anticipates the following:

At the end of 2016, projects with a total output of 32 MW
had been approved in Lower Saxony. The management
assumes that these projects will be built and commissioned
in the current 2017 financial year.

Renegotiations with the turbine manufacturer brought
delays to the already approved Debstedt Il project (4.5 MW).
Currently, we therefore expect that the project will not be
completed before 2018.

In North Rhine-Westphalia, we have permission for five
projects with a total capacity of nearly 30 MW. Four of these
projects are already under construction, while the fifth pro-
ject is in the financing phase. The management assumes
that all of these five projects will be built and commissioned
before the end of the 2017 financial year.

In the key region of north North Rhine-Westphalia, the
exploration of potential projects to be realised in coopera-
tion with Thiiga Erneuerbare Energien covers about 50 MW.
About 36 MW thereof in the district of Lippe are in various
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planning phases including the permitting process. Never-
theless, we do not expect to complete the first projects in
this region before 2018.

Energiekontor is currently negotiating with other potential
partners. Energiekontor expects that these cooperations will
not only bring an expansion of the project pipeline because
of joint investment and the might of a strong group with
common interest, but also create stronger regional ties and
cooperation with the municipalities and their inhabitants.

Commissioning of the Klein Woltersdorf turbine (2.4 MW)
in the key region of Brandenburg which had been post-
poned in 2016, took place in March 2017. Briest |1l (3.2 MW)
is under construction after having passed the financial close
in the fourth quarter of 2016, and is supposed to be com-
pleted in the second half of 2017. Energiekontor managed
to obtain planning permission for another two projects with
total rated power of 12.5 MW before the end of 2016. The
financial close for one of these two projects, Luckow-Pe-
tershagen Il in the district of Uckermark, was reached in
March 2017. The 2.5 MW plant is currently under construc-
tion. Both projects are to commence operations before the
end of the 2017 financial year.

In the new key region of Thuringia, we are still examining
suitable sites for wind farms. The management believes that
this German state offers good conditions for realising effi-
cient onshore wind projects. However, given the usual plan-
ning periods, Energiekontor does not expect this region to
contribute to earnings within the next two years.

The Energiekontor Group has a total pipeline for projects in
Germany covering nearly 1,200 MW in various project phas-
es. All these projects have at least passed the stage of con-
cluding option agreements. Some of the projects have already
entered the planning permission or permitting process,
while others have already been approved or are under con-
struction. This is complemented by a project pipeline of
some 600 MW in the UK. Even if only some of these projects
can be completed in the 2017 financial year, the Company
has thus made sufficient provisions for its medium-term
growth targets to be reached.

In the UK, subsidies for onshore wind farms have been on
the back burner since the conservative government was
elected in May 2015. Following the expiry of the certificate-
based ROC system, the Contracts for Difference auctioning
system should officially apply; however, to date this is not
yet employed for onshore wind technology.
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Nevertheless, we have planning permission for three pro-
jects in England (Hyndburn Il and Withernwick I1) and Wales
(Pencarreg). Given the transitional provisions during the
grace period, there might still be a chance of Withernwick
[l receiving remuneration under the old ROC system. This is
subject to the minimum condition that this project is com-
missioned no later than by the end of January 2018. If the
project runs according to plan, this is feasible as we are
currently planning to put Withernwick Il into operation at
the end of 2017. Based on the current planning status, the
other two projects will not be commissioned before 2018.

At present, we assume that all further UK wind projects in
the development stage will have to do without state sub-
sidies and must be realised on the basis of market prices or
long-term end-user power purchase agreements (PPA).
Therefore, project development concentrates on large and
windy locations in Scotland where politics expressly welcome
and support the further expansion of renewable energy
sources. In the last two or three years, the Energiekontor
Group has secured sites here for wind farms comprising
more than 600 MW. However, the first turbines from this
project pipeline will not be commissioned before 2018/ 19.
In addition, the UK team is constantly surveying the market
in order to possibly take over projects that have already
been developed and | or approved and to thus increase the
pipeline of projects that can be realised in the near future.

The situation in Portugal has not changed materially. There
are first signs of an improvement in the capital market sit-
uation and general business environment, but the govern-
ment has not announced any new procedures for tendering
grid capacities as yet. Therefore, Energiekontor's activities
in Portugal are currently concentrating on managing the
existing wind farm portfolio and rotor blade extension.

In the Solar market, both Germany and the UK introduced
an auctioning system in 2015. In Germany, Energiekontor
is focusing on the key regions of Brandenburg, Mecklen-
burg-Western Pomerania, Thuringia and Saxony-Anhalt.
Following Energiekontor's successful entry in the first auc-
tion round in Germany with the Nadrensee project (approx.
9 MW), another two projects were awarded in the August
2016 and February 2017 auctions. On the one hand, this
demonstrates Energiekontor's experience when participat-
ing in such auctions and, on the other hand, it shows that
the Company has a competitive edge despite the market
environment of falling prices.

The second solar project that Energiekontor was awarded
was the Garzau-Garzin project, which is currently in the
planning phase, and should be completed in the late sum-
mer of 2017. The next auctions for 200 MW each will take
place in June and August 2017, and Energiekontor intends
to enter additional projects and thus expand the solar busi-
ness as announced.

This is to be complemented by activities in the new markets
of France and the US. In the meantime, Energiekontor has
identified suitable sites in both countries and is pushing
ahead with the development of projects or, if possible,
acquisition of developed projects in France and the US.
Given the shorter lead times in comparison with wind pro-
jects, the management believes that these markets might
make the first sales contributions in 2018.

In the Netherlands, the Energiekontor Group is focusing
on onshore wind in line with the government promotion
plans for renewable energy sources. By setting up a national
office and hiring a Dutch project manager, Energiekontor
has managed to identify suitable sites and has already
signed the first option agreements. However, given the rel-
atively long project development periods for wind farms,
we do not expect this market to contribute to sales in the
next two years.

The general objective of the Energiekontor Group is to sta-
bilise and sustainably increase the level of project realisa-
tions, which has been varying from year to year in the past.
Roughly half of revenue and earnings are to be generated
abroad in the future.

The Power Generation in the Group-owned Wind Farms
segment generates continuous income, thereby providing
financial stability and the basis of sustainable Company
growth. For this reason, the Group intends to systematically
strengthen and expand this segment, which does not nec-
essarily mean the growth curve has to be linear. Repowering
measures and the subsequent sale of such projects as well
as the sale of the Gayton le Marsh wind farm in order to
prematurely repay existing loans, for instance, led to a tem-
porary dip in total Group-owned capacity. In the future, the
management will also decide year by year subject to the



business development how many of the new projects to
retain and how many to sell. In the medium term, however,
nothing has changed in Energiekontor AG's overall strategy
to take about half the projects it develops into its portfolio
of Group-owned wind farms.

The efficiency measures described under c) in the “Business
development by segment” chapter (repowering, technical
innovation, optimisation of operating expenses, extension
of useful life, and refinancing and repayment of loans) are
to also help improve income in this segment and reduce
costs over the coming years.

Despite fluctuating income due to changing wind years, the
segment should see a rising liquidity and earnings trend in
coming years. This is supported by the continuously climb-
ing number of wind farms under operational management.
Operations of all of the wind farms sold are still managed
by the Energiekontor Group. It is also conceivable that this
will be expanded by taking over operational management
of external wind farms.

One focus area in innovation continues to be the rotor blade
extension. Based on the successful development for 1 MW
wind turbine systems, the 1.3 MW class was certified. After
the successful test on Group-owned 1 MW turbines, the
first wind farm with 1.3 MW turbines was recently equipped
with rotor blade extensions in Portugal. Planning for the
development of this technology for additional turbine types
has already been initiated.

With performance enhancements of more than 7 percent,
rotor blade extensions are not only an important efficiency
measure for the Group's own wind farms but also a prom-
ising product for the international market. The technology
is marketed by the Energiekontor branch office in Portugal.
The lberian Peninsula is considered to be a potentially im-
portant market for this technology.
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Energiekontor has set itself the objective of helping renew-
able energy achieve greater market penetration in order to
be able to compete with electricity generated from con-
ventional energy sources. Here, Energiekontor intends to
assume a pioneering role in realising the most economic
wind and solar projects. It has therefore been introducing
various efficiency measures over the years in different de-
partments to prepare for increased competition and higher
pricing pressure.

The fact that the UK has stopped onshore wind subsidies
and the new auctioning procedure regulated by the EEG
2017, which was introduced at the beginning of 2017,
underline the general intention to converge renewable
energy with free market conditions.

Investment security in Germany continues to be given in
2017, as all projects approved until the end of 2016 will still
be remunerated according to the terms stipulated in the
old EEG 2014, albeit with gradual discounts. In this context
and considering most of these projects are supposed to be
completed in 2017, Energiekontor successfully laid the
groundwork in 2016 with planning permissions for projects
with total rated power of more than 80 MW in Germany.
As things currently stand, the management expects to ob-
tain additional permissions in 2017 for projects that will at
least match the volume of 2016. However, there is still some
uncertainty, regarding the number of projects that will be
won in the auctions and the respective feed-in tariffs.

Given the experiences with auctioning procedures in Por-
tugal as well as three tenders for solar projects having been
won in auctions in Germany since 2015, the Energiekontor
Group is very optimistic that it will also be successful in the
onshore wind power auctions.

As the conservative government in the UK virtually abol-
ished all subsidies for onshore wind in mid-2015, Energie-
kontor is now focusing even more on large locations with
strong wind, especially in Scotland. This shift of business
development and project activities from England to Scot-
land prepares Energiekontor for a future scenario in which
the Group will continue to plan and construct wind farms
in the UK in a profitable manner that will purely be
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remunerated at market prices on the electricity exchange
or prices determined in long-term PPAs.

Thanks to many years of diversification of its activities
across different countries, key regions and energy carriers
as well as the portfolio of Group-owned wind farms, the
Energiekontor Group has a solid base for continued success
in coming years, despite changes in the regulatory environ-
ment and the downward feed-in tariff trend.

The continuation of the Group's integrated and proven
structures and work processes such as flat hierarchies and
cost-conscious management as well as the utilisation of
diverse banks, financial instruments, turbine manufacturers,
service providers and consultants contribute to the Group's
sustainable and long-term future success. In addition, the
strong liquidity position of the Group creates room for flex-
ible actions in order to operate successfully in the market.

Wide-ranging project-pipelines have been established in
recent years in order to generate stable and sustainable fu-
ture company growth. In addition to regulatory uncertainty,
project-specific or situation-specific issues can lead to delays,
however - as has been the case in the past - with regard to
permissions, financing of already approved projects and com-
missioning. The main risks and critical external factors are
delays in permitting processes and in project implementation
(e.g. for weather reasons, delays in supply or insufficient
availability of erection devices). These types of external de-
velopments cannot be ruled out for the future either.

In the Solar division, in-house development and turnkey
implementation of projects in Germany has considerably
lost appeal in recent years due to decreasing feed-in tariffs
and fixed module prices in the Far East because of punitive
tariffs. The introduction of the auctioning procedure provides
for new opportunities. Energiekontor has already won three
tenders for solar projects in Germany since 2015. Moreover,
the management intends to expand its scope for the future
implementation of PV projects by tapping into the French
and the US markets. In both countries, Energiekontor man-
aged to identify suitable regions, in which the Group is now
working together with local partners to buy suitable land
or acquire project rights. A potential collaboration with
cooperation partners is also currently under review. In both
France and the US, the management believes planning per-
missions for the first projects can be obtained from 2018.

The Power Generation in Group-owned Wind Farms segment
is of crucial importance for the further growth path of the
Energiekontor Group. Despite wind-related fluctuations in
income, revenue generated in this segment is easier to
forecast than revenue generated in project development.
In the 2016 financial year, the negative combination of
wind output and currency effect had an unusually strong
impact on the segment result, but generally the income
from the sale of energy is a stable foundation for liquidity
planning in the Group. Power Generation in Group-owned
Wind Farms is therefore the strategic core segment of the
Energiekontor AG. Liquidity surpluses generated from the
operation of own wind farms are to be increased in the com-
ing years by continuously expanding the Group-owned wind
farm portfolio; the expansion will primarily be based on tak-
ing over turnkey wind farm projects from Energiekontor's
own project development activities. The decision to take over
wind farms into the Group's own portfolio always depends
on the specific situation and project parameters.

The management's objective is to continue improving the
basis for sustainable company growth by gradually and
sustainably increasing total output and Group EBT in the
coming years. The planned measures include intensifying
the acquisition efforts in all planning areas (Germany, Solar,
Repowering, UK and new foreign markets) and increasing
efficiency by implementing commercial and technical op-
timisation measures, especially in the field of electricity
generation in Group-owned wind farms and operational
management. This is to be supplemented by a gradual and
controlled increase in the headcount in the key growth
areas. Even though the growth process may still not neces-
sarily follow a straight line in the next few years due to
policy changes and the conversion of the remuneration sys-
tems in all the relevant target markets, and income fluctu-
ations cannot be ruled out either, Energiekontor is pursuing
a growth strategy that enables the Company to gradually
and sustainably reach its growth targets, thereby maintain-
ing a solid financial basis.

In view of the targets for the year and the existing project
backlog, the Management Board expects a positive business
performance in the 2017 financial year, at the AG level as
well as for the Group. If most of the projects that obtained
permission in 2016 are built according to plan and commis-
sioned before the end of 2017, net income at the level of
2016 is achievable from today's perspective. This is also based



on the assumption, however, that all of the projects com-
missioned in 2017 are sold to investors. If individual projects
are not sold but included in Energiekontor's own portfolio,
this would reduce the reported EBT for 2017 accordingly.
Concrete decisions in this respect have not yet been made
and depend on the further progress of the projects and the
2017 financial year. These considerations aside, risks con-
tinue to be mainly related to potential project delays that
could have a negative effect on commissioning and the sale
of the projects planned for 2017.

Expectations for the individual segments can be summa-
rised as follows:

In the Project Development and Sales (Wind, Solar) segment,
total output and EBT at the previous year's level would be
possible if all of the projects completed in 2017 are sold. If,
however, individual projects are added to Energiekontor's
own portfolio as planned, reported EBT from project devel-
opment will decrease accordingly vis-a-vis 2016.

For the Power Generation in Group-owned Wind Farms
segment, the Company expects an increase in segment EBT
versus the previous year, provided that the wind output is
more or less normal and the British pound does not depre-
ciate further versus the euro. While the total portfolio of
own wind farms was temporarily reduced compared to the
previous year because of divestments, premature delever-
aging of some wind farms will lower the interest burden
and increase the cash flow over the year. In terms of earn-
ings, the management expects the one effect to roughly
offset the other.

The Operation Development, Innovation and Others seg-
ment is expected to show a slight increase in revenue and
EBT. This is driven by various efficiency measures as well as
an increase in wind farm operation activities compared to
the previous year. As the operational management remu-
neration is linked to the electricity production in all wind
farms, positive earnings effects of the planned portfolio
expansion could however be offset by negative effects of
a below-average wind year.
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ENERGIEKONTOR AG MISSION STATEMENT FOR A SUSTAINABLE GROWTH
Annual Report 2016 Our mission statement

100 % RENEWABLE ENERGY

As a pioneer of renewable energy, Energie-
kontor is actively shaping the
transition to 100 % renewables. Concentration
on our core competences and innovation will
drive
our business to a successful future.

TEAM SPIRIT AND
COLLEGIALITY

We encourage team spirit
and collegiality as they are
the key to our success.

We support a high level of individual respon-
sibility and create room for autonomy at all
levels as they are
the precondition for creativity,
flexibility and achieving our goals.

FINANCIAL STABILITY AND
SUSTAINABLE GROWTH

The financial stability of our
Company is the basis for sustainable growth and
plays a key role in our
long-term strategy.

EnrgieKontor

since 1990
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CONSOLIDATED INCOME STATEMENT (IFRS]

1 January 2016 to 31 December 2016

EUR thousand 2016 2015
1. Revenue 201,764 191,329
2. Changes in inventories and other work performed and capitalised =3,015 18,808
3. Total output 166,749 210,137
4. 7 Other operating income 4,481 1,574
5 Total operating output 171,230 211,711
6. Cost of raw materials and supplies and purchased services -70,523 -116,590
7. Personnel expenses -10,922 -10,476
8. Depreciation and amortisation -18,316 -16,424
9. Other operating expenses -17.719 -18,553
10.  Operating expenses -117,480 -162,043
1. Operating profit (EBIT) 53,750 49,668
12.7 Income from investments in associates 28 28
13. Income from investments 28 28
14; Interest and similar income 162 474
15.  Interest and similar expenses -18,443 -20,508
16.  Interest result -18,281 -20,035
17. Earnings before tax ([EBT) 35,496 29,662
ﬁ Income tax expense -10,162 -8,751
19. Consolidated net income 25,334 20,911
Disclosure of earnings per share (EPS), in accordance with IAS 33"
Undiluted number of shares (weighted) 14,600,558 14,632,849
Diluted number of shares (weighted) 14,600,558 14,632,849
Basic earnings per share 1.74 1.43
Diluted earnings per share 1.74 1.43

* Dilution would occur if EPS were reduced through the issuance of potential shares, for example from option rights.

Potential shares are only dilutive, however, if exercising them would lead to the issuance of shares below their
average stock market price. As in the previous year, there was no dilutive effect on EPS in 2016.
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CONSOLIDATED ANNUAL FINANCIAL STATEMENTS (IFRS)
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1 January 2016 to 31 December 2016

EUR thousand 2016 2015
Consolidated net income 25,334 20,911
Unrealised gains/losses from derivative financial instruments

Unrealised gains/losses from derivative financial instruments (before taxes) 3,417 -2,880
Reclassified to profit or loss (before taxes) 4,509 882
Deferred taxes on unrealised gains/losses and reclassifications -2,364 596
Unrealised gains/losses from derivative financial instruments (after taxes) 5,562 -1,402
Unrealised gains from available-for-sale financial assets

Unrealised gains (before taxes) 92 55
Taxes on unrealised gains and reclassifications -28 -16
Unrealised gains from available-for-sale financial assets (after taxes) 65 38
Items that may be reclassified subsequently to profit or loss 5,627 -1,363
Total comprehensive income 30,961 19,548
Shares attributable to Energiekontor AG's shareholders 30,961 19,548
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CONSOLIDATED BALANCE SHEET (IFRS)

as of 31 December 2016

ASSETS
EUR thousand 31.12.2016 31.12.2015
A. Non-current assets
|. - Other intangible assets 10 23
II.V Property, plant and equipment
1. Land, land improvements and buildings 693 926
2. Plant and equipment (wind farms) 170,928 222,745
3. Other equipment, operational and office equipment 126 118
171,747 223,789
IIIV. Investments 53 53
|Vl Receivables and other financial assets
1. Receivables from affiliated companies 29 32
2. Other receivables and financial assets 31 38
60 70
V.V Deferred tax liabilities 7,721 8,327
Total non-current assets 179,591 232,263
B; Current assets
I Inventory
Unfinished goods and work in process 34,272 32,871
Il.  Receivables and other financial assets
1. Accounts receivable 17,469 16,932
2. Other receivables and financial assets 755 1,192
18,224 18,124
IIIV. Income tax receivables 430 1,624
V. Securities 10,305 10,278
V. Cash and cash equivalents 118,528 103,957
Total current assets 181,759 166,855
: Total assets 361,351 399,118
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EQUITY AND LIABILITIES
EUR thousand 31.12.2016 31.12.2015
A.  Equity
[ Issued capital

1. Subscribed capital (nominal capital) 14,653 14,653

2. Treasury shares (to be retired) -61 -41
o 14,592 14,612
II.  Capital reserves 40,323 40,308
Il Other reserves [not affecting earnings)

1. Foreign currency translation =61 =61

2. Fair value measurement (IAS 39) -3,064 -8,691
o -3,124 8,751
IV. " Retained earnings

1. Legal reserves 15 15

2. Other retained earnings 30,149 16,406
B 30,164 16,421
V. Accumulated income -12,477 -12,130
- Total equity 69,477 50,460
B. Non-current liabilities
l. Other provisions

Provisions for decommissioning and restoration 12,099 12,861
[I.  Financial liabilities

1. Bond capital 87,289 105,077

2. Liabilities to financial institutions 90,308 128,762

3. Liabilities to external limited partners 1,667 1,637

4. Other financial liabilities 5,911 13,423
o 185,175 248,898
[Il.  Other liabilities 2,698 2,821
IV.  Deferred tax liabilities 8,350 7,914
o Total non-current liabilities 208,322 272,495
C. Current liabilities
. Provisions for taxes 9,996 6,915
Il.  Other provisions 12,656 16,282
IIl. Financial liabilities

1. Bond capital 28,507 6,600

2. Liabilities to financial institutions 16,702 25,271

3. Liabilities to external limited partners 526 0
o 45,735 31,871
IV. Accounts payable 6,241 4,480
V. Other liabilities 8,852 16,492
VI.  Income tax liabilities 71 123
o Total current liabilities 83,551 76,163
o Total equity and liabilities 361,351 399,118
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(IFRS) 2016

EUR thousand

Share capital
outstanding

Capital reserves

Foreign currency
translation
reserve

as of 31.12.2014

14,649

40,293

-61

Changes in 2015 financial year

Allocations to retained earnings

Dividend distribution

Repurchase of treasury shares/retirement

=87

Differences from stock option plan measurement

Differences from fair value measurement

Differences from deferred taxes on fair value measurement

Consolidated net income

as of 31.12.2015

Changes in 2016 financial year

14,612

40,308

-61

Allocations to retained earnings

Dividend distribution

Repurchase of treasury shares/retirement

-20

Differences from stock option plan measurement

Differences from fair value measurement

Differences from deferred taxes on fair value measurement

Consolidated net income

as of 31.12.2016

Y From measurement of securities at fair value
2 From unrealised gains/losses from cash flow hedges

14,592

40,323

-61



Fair value reserve

Fair value reserve

CONSOLIDATED ANNUAL FINANCIAL STATEMENTS (IFRS)
Consolidated statement of changes in equity
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(available for (cash flow Accumulated Number of shares
sale)" hedges)? Retained earnings income Total thousand
0 -7,327 10,112 -17,511 40,154 14,649
6,748 -6,748
-8,781 -8,781
-438 -475 =37
15
55 -1,997 -1,943
-16 596 579
20,911 20,911
38 -8,729 16,421 -12,130 50,460 14,612
14,000 -14,000
-11,682 -11,682
-257 -278 -20
15
92 7,926 8,018
-28 -2,364 -2,392
25,334 25,334
103 -3,167 30,164 -12,477 69,477 14,592
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CONSOLIDATED CASH FLOW STATEMENT

1 January to 31 December 2016 (IFRS)

EUR thousand 2016 2015
1. Cash flow from operating activities
7 Net income before interest and taxes 53,777 49,696
Non-cash expenses and income
Write-downs on intangible assets and property, plant and equipment 18,316 16,424
Adjustment of non-cash currency gains/losses -1,357 2,048
Non-cash measurement (write-downs on inventories) 4,536 2,591
Non-cash adjustments due to effective interest method taken to profit or loss 13 -1,527
Gains/losses on disposals 36 120
Other non-cash expenses/income in equity 15 15
o Profit before changes in net working capital 75,437 69,367
Changes in net working capital
Accounts receivable and other assets -219 8,755
Changes in income from project development and sales 35,336 3,781
Accounts payable 1,761 -1,467
Other current liabilities and provisions -10,688 16,868
Other non-current liabilities and provisions -1,458 301
o Income taxes paid -7,297 -6,180
o Cash flow from operating activities 92,871 91,426
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Consolidated cash flow statement
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EUR thousand 2016 2015
2. Cash flow from investing activities
Payments for investments in property, plant and equipment -6,885 -40,205
Proceeds from sale of property, plant and equipment 0 300
Payments for purchase of securities 0 -10,184
Interest expense for the production of qualifying assets (IAS 23.8) -1,489 -1,432
Interest received 162 474
: Cash flow from investing activities -8,212 -51,048
3.  Cash flow from financing activities
Interest expenditure -16,441 -18,284
Proceeds related to bonds 11,020 19,285
Payments to bondholders -6,600 -2,525
Proceeds from taking out loans 30,552 75,930
Payments for redeeming loans -78,016 -81,116
Dividends paid -11,682 -8,781
Payments for repurchase of treasury shares -278 -475
o Cash flow from financing activities -71,444 -15,967
4. Total cash flow 13,215 24,410
Currency-related changes to cash and cash equivalents (valuation) 1,357 -2,048
5:. Net change in cash and cash equivalents 14,571 22,363
- Cash and cash equivalents at beginning of period 103,957 81,594
B Cash and cash equivalents at end of period 118,528 103,957
6. Components of cash and cash equivalents
Cash 118,528 103,957
o Cash and cash equivalents at end of period 118,528 103,957
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1. Principles of segment reporting

Based on the organisational and reporting structures at
Energiekontor, business activities are organised in the business
segments Project Development and Sales (Wind, Solar) (o, in
short, Project Development and Sales), Power Generation in
Group-owned Wind Farms (or, in short, Power Generation)
and Operation Development, Innovation and Others (or, in
short, Others).

The allocation to these segments depends on the different
product groups on offer.

The commercial and technical operational management
services offered are reported in the Operation Development,
Innovation and Others segment, as are services in connection
with repowering of third-party wind farms.

Financial information derived from the internal control
system is reported separately for these Group units to the
Management Board, who regularly reviews this information
to be able to assess the business performance and decide on
the allocation of resources.

As the data reported regularly to the management is compiled
using pre-tax data (up to the EBT level), the income state-
ments at segment level do not include expenses and income
from income taxes.

The fair values of interest hedging instruments (interest [ cur-
rency swaps) that are based on mathematical simulation
models and take into account forecasts of currency and in-
terest developments are purely arithmetic and are not shown
in segment reporting as they are not relevant to Company
management and segment reporting.

In principle, the accounting rules specified in item Il. General
accounting principles apply to the reportable segments.

2. Group segments

Project development and Sales (Wind, Solar)

The Project Development and Sales (Wind, Solar) segment
covers the entire value chain up to the sale of wind farms
and solar parks developed by the Group itself, i.e. the devel-
opment, project development, realisation and sale of wind

farms and solar parks in Germany, the UK and Portugal as
well as the sale of shares in operating companies founded by
the Group and repowering of Group-owned wind turbines.
Usually wind farms and solar parks are sold in the way that
a separate company is incorporated for each farm or park as
a German GmbH & Co. KG (limited partnership with a limited
liability company as sole general partner), which enters into
all legal relationships required to construct and operate the
farm or park (farm or park operator).

The sale of the wind farm or solar park by the Group is then
effected via the sale of shares in the corresponding limited
partnership.

All services rendered by Group companies in connection with
the project development and sale of solar parks or onshore
wind farms are also included in this segment. Specifically, this
refers to the services that are required for the construction
and sale of projects in connection with economic planning
and the contractual and legal implementation, project man-
agement, company management in the foundation phase,
sales and marketing measures and the procurement of own
and external funds for the wind farm operators.

Since these services are directly related to the sale of the wind
farm or solar park and are therefore an inseparable element of
the project development and sales stage of the value chain,
the management always assesses these services in connection
with the construction and sale of the corresponding wind
farm or solar park.

As such, these services do not constitute an independent op-
erating segment in terms of IFRS 8, the financial information
of which must be reported separately from the construction
and sale and reviewed and assessed separately by the chief
operating decision makers with regard to business perfor-
mance criteria.

Power Generation in Group-owned Wind Farms

In recent years, more and more shares in wind farm operators
have not been sold to third parties, but remain in the Group
to secure reliable income from these wind farms in the long
term. In addition to self-constructed wind farms, third-party
facilities are also acquired to expand the wind farm portfolio.
The corresponding Power Generation segment now includes
the generation of energy in Group-owned wind farms and the
sale of electricity to regional energy suppliers.



Operation Development, Innovation and Others

This segment includes all services rendered after the wind
farms and solar parks are completed that aim to optimise
the operating profit margin as from the time of commission-
ing. This comprises, in particular, technical and commercial
operational management as well as services in connection
with the replacement of facilities for power generation with
new and more efficient facilities (repowering), measures to
reduce costs, extend the service life (e.g. by way of preventive
maintenance) and increase earnings (e.g. by direct marketing
of electricity, rotor blade extension, etc.).

3. Transfers between segments

There are regular transfers between the individual segments
of the Group. These transactions between segments are con-
solidated and fully eliminated in Group accounting.

3.1. Transfers Project Development and Sales
(Wind, Solar) > Power Generation

Transfers between the Project Development and Sales (Wind,
Solar) and the Power Generation in Group-owned Wind Farms
segments mostly refer to wind farms that are developed and
constructed without being sold to third parties but, instead,
to a Group subsidiary that uses the wind farm to generate
and sell energy in the long term. The actual acquisition cost
is recognised and depreciated at the level of the separate
financial statements. At the level of the consolidated financial
statements, the profits of the involved Group companies per-
taining to the construction price and the other fees are fully
eliminated, so that only the production costs are capitalised
and depreciated in the consolidated financial statements. As
the internally generated hidden reserves in wind farms (dif-
ference between fair values and carrying amounts) may not
be recognised in the consolidated financial statements, they
have to be eliminated again for Group accounting purposes.
The segment report only contains the figures that were ad-
justed accordingly.

The reverse transfer from the Power Generation segment to
the Project Development and Sales (Wind /Solar) segment is
also recognised directly in equity and is utilised whenever a
wind farm previously classified as a fixed asset is to be sold
and thus must be allocated to current assets. In the year under
review, this transfer related to the Gayton le Marsh wind farm.

CONSOLIDATED ANNUAL FINANCIAL STATEMENTS (IFRS)
Segment report 2016

53

3.2. Transfers Operation Development Innovation
and Others > Power Generation

Transfers between the Operation Development, Innovation
and Others and the Power Generation in Group-owned Wind
Farms segments refer to optimisation and innovation services
as well as commercial and technical operational manage-
ment services rendered by Group subsidiaries to wind farm
operators. Income and expenses recognised in the relevant
segments are also eliminated in the scope of reconciliation to
Group income in the Reconciliation and consolidation item.

4. Reconciliation of segment assets and liabilities
Segment assets and liabilities that are broken down in the

following segment report relate to gross assets and liabilities
as follows:

EUR thousand 2016 2015
Gross assets as per the

balance sheet 361,351 399,118
Deferred and current tax assets -8,151 -9,952
Segment assets 353,199 389,166

Gross liabilities as per the
balance sheet 291,874 348,657

Neutralisation of cash flow
hedges from wind farm financing
(interest and interest/currency

hedges) -5,023 -12,439
Deferred and current tax

liabilities -18,417 -14,952
Segment liabilities 268,434 321,267

Gross net assets as per the
balance sheet 69,477 50,460

Neutralisation of cash flow
hedges from wind farm financing
(interest and interest/currency

hedges) 5,023 12,439
Deferred and current net taxes 10,265 5,000
Net segment assets 84,765 67,899

The figures pertaining to assets and liabilities allocated to
the segments were also adjusted for tax items as adjusted in
internal reporting and the mathematical fair values of interest
and currency hedging instruments (cash flow hedges).
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5. Income statement by segment

Project Development

Power Generation in
Group-owned

and Sales (Wind, Solar) Wind Farms

EUR thousand 2016 2015 2016 2015
Revenue

Revenue 148,655 132,936 49,899 55,260
Revenue with other segments 0 0 151 129
Total revenue 148,655 132,936 50,050 55,389
Changes in inventories and other work performed and capitalised -35,109 18,831 14 -6
Total output 113,546 151,767 50,064 55,383
Other operating income 2,769 506 1,697 1,057
Total operating output 116,316 152,273 51,760 56,440
Cost of raw materials and supplies and purchased services -69,795 -115,991 -146 0
Personnel expenses -9,076 -8,897 -723 -652
Other operating expenses -4,263 -6,040 -14,591 -13,712
EBITDA 33,182 21,345 36,300 42,077
Depreciation and amortisation of intangible assets and property, plant

and equipment -49 -52 -18,265 -16,360
EBIT 33,133 21,293 18,035 25,717
Income from investments 28 0 0 0
Interest and similar income 157 465 5 7
Interest and similar expenses -5,042 -5,684 -13,397 -14,801
EBT 28,276 16,075 4,643 10,923

* The Project Development and Sales (Wind, Solar) segment includes EUR 4,536 thousand (previous year: EUR 2,591 thousand)

in non-cash measurement effects from write-downs of inventories.
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Operation Development, Total before
Innovation and Others reconciliation/consolidation Reconciliation Energiekontor Group

2016 2015 2016 2015 2016 2015 2016 2015
3,210 3,133 201,764 191,329 0 0 201,764 191,329
2,024 2,154 2,175 2,283 -2,175 -2,283 0 0
5,234 5,287 203,939 193,612 -2,175 -2,283 201,764 191,329
80 =17 -35,015 18,808 0 0 -35,015 18,808
5,314 5,269 168,924 212,420 -2,175 -2,283 166,749 210,137
15 11 4,481 1,574 0 0 4,481 1,574
5,329 5,281 173,405 213,994 -2,175 -2,283 171,230 211,711
-582 -599 -70,523 -116,590 0 0 -70,523 -116,590
-1,122 -927 -10,922 -10,476 0 0 -10,922 -10,476
-1,041 -1,084 -19,895 -20,836 2,175 2,283 -17,719 -18,553
2,584 2,670 72,066 66,092 0 0 72,066 66,092
-2 -12 -18,316 -16,424 0 0 -18,316 -16,424
2,582 2,658 53,750 49,668 0 0 53,750 49,668
0 28 28 28 0 0 28 28

0 2 162 474 0 0 162 474

-5 -24 -18,443 -20,508 0 0 -18,443 -20,508
2,577 2,665 35,496 29,662 0 0 35,496 29,662
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6. Assets by segment

Project Development

Power Generation in

Operation Develop-

and Sales Group-owned ment, Innovation
(Wind, Solar) Wind Farms and Others Energiekontor Group

EUR thousand 2016 2015 2016 2015 2016 2015 2016 2015
Non-current segment assets
Other intangible assets 10 23 0 0 0 0 10 23
Property, plant and equipment

Land, land improvements

and buildings 0 0 693 693 0 233 693 926

Plant and equipment

(wind farms) 0 0 170,928 222,745 0 0 170,928 222,745

Other equipment, opera-

tional and office equipment 125 117 1 1 0 0 126 118
Investments 53 53 0 0 0 0 53 53
Receivables and
financial assets 48 47 12 23 0 0 60 70
Total non-current
segment assets 236 240 171,634 223,462 0 233 171,870 223,935
Current segment assets
Inventory 33,672 32,365 135 122 465 385 34,272 32,871
Receivables and financial
assets 9,623 2,576 8,571 14,947 30 601 18,224 18,124
Securities classified as
current assets 10,305 10,278 0 0 0 0 10,305 10,278
Cash and cash equivalents 93,894 99,979 23,605 3,711 1,029 267 118,528 103,957
Total current segment assets 147,494 145,198 32,311 18,780 1,523 1,253 181,329 165,231
Total segment assets 147,730 145,438 203,946 242,242 1,523 1,486 353,199 389,166
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7. Liabilities and net assets by segment

Project Development

Power Generation in Operation Develop-

and Sales Group-owned ment, Innovation

(Wind, Solar) Wind Farms and Others Energiekontor Group
EUR thousand 2016 2015 2016 2015 2016 2015 2016 2015
Non-current
segment liabilities
Provisions for decommission-
ing and restoration 0 0 12,099 12,861 0 0 12,099 12,861
Financial liabilities 29,093 35,147 149,392 199,441 0 234 178,485 234,823
Liabilities to external limited
partners 0 0 1,667 1,637 0 0 1,667 1,637
Other liabilities 0 0 2,698 2,821 0 0 2,698 2,821
Total non-current
segment liabilities 29,093 35,147 165,857 216,760 0 234 194,949 252,141
Current segment liabilities
Provisions 11,182 14,728 1,469 1,533 4 22 12,656 16,282
Financial liabilities 19,402 16,991 25,807 14,880 0 0 45,209 31,871
Accounts payable 5,180 3,692 1,033 774 28 14 6,241 4,480
Liabilities to external limited
partners 526 0 0 0 0 0 526 0
Other liabilities 8,799 16,492 0 0 58 0 8,852 16,492
Total current
segment liabilities 45,089 51,902 28,310 17,186 85 36 73,485 69,125
Total segment liabilities 74,182 87,050 194,167 233,946 85 270 268,434 321,267
Net segment assets 73,548 58,388 9,779 8,296 1,438 1,216 84,765 67,899

8. Capital expenditure by segment

Project Development

Power Generation in Operation Develop-

and Sales Group-owned ment, Innovation
(Wind, Solar) Wind Farms and Others Energiekontor Group
EUR thousand 2016 2015 2016 2015 2016 2015 2016 2015
Segment capital expenditure 45 98 9,609 53,524 0 24 9,653 53,647
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9. Additional geographical information

The buyers of the domestic and foreign wind farms and solar
parks realised by the Company in the Project Development
and Sales (Wind, Solar) segment in the total amount of EUR
142,107 thousand are mainly German companies.

Likewise, the operational management services allocated to
the Other operating segments are all rendered in Germany.

Additional information on geographical segments is only
relevant in the Power Generation segment, as this segment
deals with foreign markets in that the Energiekontor Group
earns electricity income from Portuguese utilities as well as
British electricity buyers.

Therefore, electricity income is broken down in accordance
with the wind farm location as follows:

EUR thousand 2016 2015
Country where the wind farm

is located

Germany 21,407 26,008
Portugal 8,067 7,820
UK 20,425 21,432
Total electricity income 49,899 55,260

The carrying amounts of property, plant and equipment are
broken down to geographical regions as follows:

EUR thousand 2016 2015
Country where the wind farm

is located

Germany 82,843 98,767
Portugal 28,406 23,630
UK 59,678 100,348
Carrying amounts of the

wind farms 170,928 222,745

10. Information on important customers

In the Project Development and Sales (Wind, Solar) seg-
ment, two customers accounted for revenue totalling EUR
122,937 thousand.
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BALANCE SHEET (HGB)

as of 31 December 2016

ASSETS 31.12.2016 31.12.2015
EUR EUR thousand
A. Fixed assets
I Intangible assets
7 Patents, licenses, trademarks and similar rights and assets 10,117 23
II.V Tangible assets
7 Fixtures and fittings 123,040 112
IIIV. Financial assets
7 1. Shares in affiliated companies 38,159,966 40,344
2. Loans to affiliated companies 2,148,055 7,883
3. Investments 81,560 85
- 40,389,582 48,312
B; Current assets
I.V Inventories
7 1. Unfinished goods and work in progress 11,530,779 11,396
2. Payments received on account -40,000 -40
o 11,490,779 11,356
I Receivables and other assets
7 1. Trade receivables 424,101 964
2. Receivables from affiliated companies 22,916,706 22,815
3. Other assets 184,115 281
- 23,624,923 24,060
IIIV. Other securities 10,223,871 10,224
I\/ Cash in hand and bank balances 79,437,325 62,043
C; Prepaid expenses 45,537 30
o Total assets 165,245,174 156,160
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LIABILITIES 31.12.2016 31.12.2015
EUR EUR thousand
A.  Equity
[ Issued capital
1. Subscribed capital 14,653,160 14,653
2. Nominal amounts/arithmetic value for retirement
of purchased shares -61,085 -4
14,592,075 14,612
Il.  Capital reserves 41,237,445 41,237
[Il. Retained earnings
1. Statutory reserve 15,000 15
2. Other retained earnings 29,667,370 15,925
29,682,370 15,940
V. Netincome 14,693,581 11,723
Total equity 100,205,471 83,512
B. Provisions
1. Provisions for taxes 9,222,644 6,484
2. Other provisions 2,961,687 4,709
12,184,331 11,193
C. Liabilities
1. Bonds 21,000,000 27,530
2. Liabilities to banks 2,287 b
3. Trade payables 643,948 1,004
4. Liabilities to affiliated companies 18,068,945 13,818
5. Other liabilities 5,558,487 11,922
45,273,667 54,281
D. Deferred tax liabilities 7,581,705 7174
: Total liabilities 165,245,174 156,160
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PROFIT AND LOSS STATEMENT (HGB)

1 January 2016 to 31 December 2016

2016 2015
EUR EUR thousand
. 1. Revenue 51,649,261 29,056
_— 2. Increase in inventories of finished goods and work in progress 135,066 2,218
s 3. Total output 51,784,327 31,275
”//,» 4. Other operating income 3,307,158 286
L, 5 Cost of materials
_— Expenses for purchased services 6,969,426 5,318
S 6. Gross result 48,122,059 26,244
/2
/// Personnel expenses
//> a) Wages and salaries 8,527,300 7,991
_— b) Social security, pension and other benefits
- of which EUR 84,338.63 (previous year: EUR 81 thousand)
_— relating to pensions 1,279,061 1,177
— o
”/ 9,806,361 16,137
- 8. Depreciation and amortisation
-
Depreciation and amortisation of intangible and
/ tangible fixed assets 46,806 48
> = o
/
e —
_— 9. Other operating expenses 4,435,119 4,867
L, 10.  Income from investments
- of which EUR 375 (previous year: EUR 534 thousand)
from affiliated companies 374,524 534
/
/)/) 11. Income from profit and loss transfer agreements with affiliated companies 10,175,595 15,338
— 12. Income from other long-term securities and loans
— of which EUR 260,568 (previous year: EUR 728 thousand)
_— from affiliated companies 576,460 728
5 13.  Interest and similar income
of which EUR 37,239 (previous year: EUR 56 thousand)
from affiliated companies 98,522 550
==
- 14.  Depreciation and amortisation of financial assets 3,767,751 0
- 15. Interest and similar expenses
- of which EUR 124,665 (previous year: EUR 116 thousand)
to affiliated companies 1,733,085 1,696
> 16. Net operating income 39,558,038 27,615
17.  Tax on profit 10,905,394 9,154
- 18. Profit or loss for the year 28,652,644 18,460
= 19.  Profit carried forward
H = a) Profit carried forward before appropriation 11,722,528 8,792
>
b) Dividend payments -11,681,591 -8,781
; 40,937 10
R
20.  Allocations to retained earnings -14,000,000 -6,748
> —_—
21. Netincome 14,693,581 11,723
oy =
>
oy —
—>
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Note on pro-forma key figures (EBIT, EBITDA, cash flow)

The EBIT and EBITDA figures used in this report as well as the cash flow figures are examples of so-called pro-forma key figures. Pro-forma
key figures are not governed by national accounting rules, the German Commercial Code (HGB) or the international financial reporting
requirements pursuant to the International Financial Reporting Standards (IFRS). As this terminology is not legally defined, other companies
may not calculate pro-forma key figures in the same way as the Energiekontor Group; therefore, the Energiekontor Group's pro-forma key
figures are only comparable to a limited extent with such or similarly named information from other companies. The pro-forma key figures
stated in the Annual Report should, therefore, not be considered in isolation or as an alternative to operating profit, net income, consolidated
net income or other Energiekontor Group figures presented in the financial statements.

Forward-looking statements

This report contains forward-looking statements. These statements are not historical facts and include information regarding the expectations
and opinions of Energiekontor AG's management. The statements are based on current plans, assesments and forecasts by the Company's
management. Investors are advised not to place undue reliance on these statements. Forward-looking statements must be understood in
connection with the context at the time they were written. The Company is under no obligation to update the forward-looking statements
in this report based on new information or future events. The Company's obligation to comply with the statutory duty to inform and report
remains unaffected. Forward-looking statements always contain risks and uncertainty. Due to a multitude of factors, actual occurrences
may differ significantly from the forward-looking statements contained in this report.

Disclaimer

This report is an excerpt of the German Annual Report 2016. The complete, genuine and legally binding version of the Annual Report
is the German ,Geschéaftsbericht 2016" This document is an English translation thereof and any discrepancies or differences created in
the translation are not binding and Energiekontor makes no warranties or representations about the accuracy or completeness of this
translation. Therefore, the Company does not accept any responsibility or liability whatsoever with respect to this English translation. The
material contained in this report is intended to provide general background information on the Company and its activities. This docu-
ment is not a financial prospectus, offering memorandum, offer for sale or a solicitation of any offer to buy or subscribe for securities.
It should not be reproduced, distributed or transmitted to any person without the consent of Energiekontor and is not intended for distribution
in any jurisdiction in which such distribution would be contrary to local law.
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