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Management Board"s report
Management herewith presents to the shareholder the annual accounts of REN Finance B.V. for the year 2018,
General

REN Finance B.V. (referred tu in this document as "REN B.V." or “the Company”), with head office in De Cuserstraat 93, Unit
205, 1081 CN Amsterdam, The Netherlands, was established by deed of incorporation exacuted on 10 May 2013 with legal
seat in Amsterdam.

The objects of the Company are;

» toparticipate in, to finance, to collaborate with, to conduct the management of companies and other enterprises;

* to provide advice and other services;

» toacquire, use and /or assign industrial and {ntellectual property rights and real property;

* to provide guarantees and security, warrant performance or otherwise assume liability, whether Jointly and
severally or otherwise, for or in respect of obligations of group companes;

» to provide security for the debts of legat persons or of other companies with which the Company is affiliated or
for the dehts of third parties;

s to invest funds; and

s  toundertake all actions that are deemed ta ba necessary to the foregoing, or in furtherance thereof,

The Company belongs to a corporate group controlled by REN - Redes Energéticas Naclonais, SGPS, 5.A., {(REN SGPS") set
up In Lisbon, Portugat, which holds 100% of the Company's shares.

Both the Company and REN SGPS act as {ssuer under a EUR 5,000,000,000 Euro Medium Term Programme (the "Programme”).
Moare detaits about the Programme can be found in the base prospectus dated 28 December 2018 available on the Group's
website,

The financial statements of the Company are included in the consolidated financial statements of the Shareholder, REN
SGPS,

Overview of activities

tn January 2018 the company issued EUR 300,000,000, due in January 2028, in scope of REN PortGas” acquisition. This issue
enabled the Company to repay the cutstanding amount of the facility agreement entered in May 2017,

In January 2018, the Company entered with REN SGPS into a EUR 150,000,000 facility agreement with Intesa SanPaolo. The
proceeds were used to subscribe intemal Commercial Paper issued by REN 5GPS.

Rasults

The net profit for the year 2018 amounts to EUR 6,643,288 (2017: EUR 4,493,104). The net income is the result of the
margin between the interest income and interest expense and the incurring of costs like fees.

During the year of 2018 operating activities generated EUR 7,226,785 (2017 EUR 3,477,992} in cash flows while investing
activities generated an outflow of EUR 155,683,646 (2017: EUR 466,586,305). However financing activities generated
EUR 148,016,321 (2017: EUR 463,446,152), which resuited in 2 net negative cash flow of EUR 440,340 {2017: positive
EUR 337,839} in cash and cash equivalents.

The Board of Directors evaluated the Company's going concern capability, based on all the relevant thformation, facts and
tircumstances, of financial, commercial and cther natures, including subsequent events poourred after the financlal
statement report date. In result of this assessment, the Board concludes that the Company has the adequate resources to
proceed its activity, not intending to ceass its opevations in short term, and therefome ¢
gaing concem basis in the preparation of the Company's financlal statements. Initialed
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Audit Commitee

The Company is 2 so-called Public interest Entity (Organisatie van Openbaar Belang") which requires the establishment of
an audit committee. The Company however makes use of an exemption regulation according to Article 41 {1) of Directive
2006/43/EC of the European Parliament and of the Council, whereby the Parent Company’s audit committee fulfills the
required tasks.

Financial Risk Management
Financial Instruments

The Company's principal financial instruments comprise loans granted, borrowings and bank balances. During the financial
year 2018 the Company did not undertake trading in financial instruments.

Currency Risk

‘The Company's cash inflows and outflows, as well as recelvable and payable balances are denominated in Euro. The
currency risk expasure is therefore null.

(nterest Rate Risk

Interest rate risk {s the risk that the vatue of a financial instrument will fluctuate due to changes in market interest rates,
The interest rate risk for the Company is Umited due to the fact that the principle activity is to obtain funding to finance
group companies. Funding raised is lent out to group companies on an arm s length. Terms of funding obtained are mirrored
by the terms of the loans given to group companies, The anly distinction is the margin between the interest on the amounts
borrowed and the interest o the amounts that have been lend out.

Furthermore, the Company actively monitors changes in interest rates in the currencies in which its cash, investments and
borrowings are denominated,

Given the size and nature of the Interest rate risk, the Company has decided not to hedge the interest rate risk exposure.
Market Risk

A sensitivity analysis was made based on the Company's total interest income due to the subscribed Commercial Paper for
the period until 31 December 2018 with the assumption that changes fn market interest rates affect interest income, The
interest received from Commercial Paper Is the enly subject to market risk, the remaining interest income/expense has a
counterparty which mitigates the risk.

Using these assumptions a 0.25% variation in market interest rates would result in 2 profit before tax variation of
EUR 784,381 for the year 2018.

The sensitivity analysis fs merely projected, and do not represent any present real gain or loss, neither other real variations
in the net results nor in equity.

Credit Risk

Financial instruments, which potentially subject the Company to credit risk, which amount to EUR 2,140,087,647 related
to recetvables from parent company. While the Company may be subject to losses up to the contract value of the
{nstruments in the avent of non-performance by fts counterparts, it does not expect such losses to occur, No collateral Is
required by the Company to support financial instruments subject to credit risk.

Credit risk is managed by the Company {n accordance with the Group's palicy (REN's ratin . Investments
of surplus funds are made only with approved counterparties and within credit timits counterparty.
Counterparty credit Umits are reviewed by the Company on an annual basis, and may be updéteddiwbiigtalianipigease Tieely
iimits are set to minimize the concentration of risks and therefore mitigate financial toss th o dotinterpirtptapblohtial F
failure to make payments. The Company considers a financial asset in default when ijitemal or external information
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indicates that the Company is unlikely to receive the outstanding contractual amounts in full before taking inta account
any credit enhancements held by the Company. A finandial asset is written off when there is na reasonable expectation of
recovering the contractual cash flows.

REN SGP5 always makes funds avaflable before the due date of every payment obligation or borrowing, to enable the
Company to meet all fts obligations. As per 31 December 2018, there is no indication that the loans given to the company
will be impaired {n the near future or that the loans recetvable will not be recelved, The bank borrowings have the following
main types of covenants and securities: Cross default, Parl Passu and Negative Pledge, which REN SGPS compties with,
The Company's counterparty risk an bank depaosits fs mitigated by the selection of well-known domestic institutions, which
are considered at the time of deposit to have minimal risk of default. The company’s management actively and regularly
monitors the credit counterparty risk and undertakes financial transactions with entities that are solvent.

Liquidity Risk

Liquidity risk is the risk that the Company may encounter fn raising funds to meat commitments associated with its financial
ljabilittes. Liquidity requirements are monitored on a regular basis and management ensures that sufficient funds are
avatlable to meet any commitments as they arise,

As funding of the Company is solely used to finance group companles, the terms of loans taken are mirrored by the terms
of loans given to group companies. As such, when loans taken are due, loans given to group companies are due as well.
Furthermere, the interest due dates for loans taken and loans given are equal while the Company eamns a spread.

Ultimate responsibility for tiquidity risk management rests with the Board of Directors, which has established an appropriate
liquidity risk management framework for the management of the Company s short-, medium- and long-term funding and
liquidity management requirements, The Company manages liquidity risk by maintaining adequate raserves, banking
facilities and reserve borrowing facitities, by continuously monitoring forecast and actual cash flows, and by matching the
maturity profiles of financial assets and liabilities.

Future Outlook

Funding and re-financing of existing loans will take place in the near future as the market continues to be favorable from
an interest perspective,

Management is of the opinfon that the present level of activities will be maintained in the near future and no significant
changes are expectad.

No ciromstances are expected which will affect future turnover and profitability. Also no activities in the field of research
and development are expected in the near future.

Compliance

These financial statemnents have been prepared in accordance with IFRS as adopted by the EU and atso in accardance with
Part 9 of Book 2 of the Dutch Civil Code. In its preparation judgments and estimates were made using assumptions that
affect the amounts recognized as assets and Liabilitles, as well as the amounts recorded relating to gains and losses of the
period. The estimates and underlying assumptions were determined with reference to the reporting date based on the best
knowledge avallable as of the date of approval of the financial statements of the events and transactions in process, as
well as experience of past and/or current events. However, situations can occur in subsequent periods that were not
predictable a5 of the date of approval of the financial statements and so were not considered in the estimates. Changes in
the astimates that occur after the date of the financial statements will be cosrected on a prospective basis. Therefore,
given the degree of uncertainty, actual resuits of the transactions can differ from the corresponding estimates.

Control System & Management Board

The Company belongs to a corporate group controlled by REN - Redes Energéticas Ntcimils| s&ﬁ.ls.&., ("REN SGPS") set
up in Lisbon, Portugal, which holds 100% of the Company’s shares. nitlalec
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The shareholders’ meetings are attended by the Board of Managing Directors and all decislons are taken unanimously.
This Board of Managing Directors is composed by:

Mr. E. van Ankeren

Mr. G. J. Huizing

Mr. N.M, da Silva Alves do Rosario
Wr. G.J. Figuelra Morais Soares

Diversity

With effect from 1 January 2013, the Management and Supervision Act came into force, which means that certain major
companies must aim for a balanced distribution between men and wemen with respect to the number of seats on the
Management Board. During 2018 the Management consisted of four men. In the future, the Company will try to realize a
balanced distribution.

Amsterdam, 2 April 2019

Board of Managing Directors:

Mo Pt

Mr. N. M. da Silva Alves do Rosério

o
do %
Mr. G. J. Huizing Mr. G. J. Figueira Morals Soares
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Statement of comprehensive income for the years ended 31 December 2018 and 2017

Note 2018 2017
(i} w
Interest income & 57,415,492 49,827,007
Interest income net 57,415,492 49,827,007
Interest expense 7 {47,288,568) {42,031,348)
Interest margin 10,126,924 7,795,659
Other income 8 463,846 190,340
Salaries, wages and taxes 9 (57,605) (51,129}
General and administrative expenses 10 {1,512,860) (1,523,733}
Provisfons 1 {56,074} (433,456)
Profit before taxation 8,964,231 5,977,681
Corporate Income tax 12 (2,320,943) (1,484,577)
Net Profit for the year 6,643,288 4,493,104
Other comprehenslve fncome, net of income tax - -
Total comprehensive income for the year 6,643,288 4,493,104
Profit attributable to owners of the company 6,643,288 4,493,104
Total comprehensive income attributable to awmers of the
company 6,643,288 4,493,104
Initialed
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Statement of financiat position as at 31 December 2018 and 2017
(Before apprapriation of current year's result)

Note 31/Dec/18 31/Dec/17
w an
Assets
Non-Current Assets
Long-term loans to group companies 1 1,805,977 480 1,507,326,585
Deferred tax 14 50,848 108,364
Total Non-Current Assets 1,806,028,328 1,507,434,949
Current assets
Short-term loans to group companies 15 301,500,000 444,500,000
Receivables fram group companies 16 32,610,167 25,601,579
Other receivables 17 3,469,660 3,468,161
Cash and cash equivalents 18 269,998 710,339
Total Current Assets 337,849,825 474,280,079
TOTAL ASSETS 2,143,878,153 1,981,715,028
Shareholder's Equity and Liabfiitles
Shareholder ’s Equity
Share capital 19 20,000 20,000
Share premium 19 157,020,400 163,452,400
Retained Eamings 19 839,408 1,026,086
Profit for the year 19 6,643,288 4,493,104
Total Shareholder ‘s Equity 164,523,096 168,991,590
Nen-Current Liabilitles
Long-term borrowings 20 1,798,556,444 1,500,502,751
Provisions b3 56,074 433,456
Total Non-Current Liabilities 1,790,612,518 1,500,936,207
Current Liabilities
Tax payable 22 2,096,909 493,312
Short-term borrowings 2] 150,000,000 287,400,000
Accrued interest 24 24,599,187 19,834,863
Payables to group companies 25 3,792,541 3,654,687
Other liabilities and accrued expenses 26 253,902 404,359
Total Current Liabilities 180,742,539 311,787,231
TOTAL SHAREHOLDERS EQUITY AND LIASILITIES 2,1431,878,153
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Statement of changes in Equi

for the years ended 31 December 2018 and 2017

Share Share Retained Profit for the Total
Capital premium Earnings year
1-Jan-17 20,000 110,220,400 6,526,235 3,734,631 120,501,266
Capital increase - 53,232,000 - - 53,232,000
Appropriatfon of profit . - 3,734,631 {3,734,631) -
Prafit for the year . - - 4,493,104 4,493,104
Dividends . (9,234,780) - {9,234,760)
31-Dec-17 20,000 163,452,400 1,026,086 4,493,104 168,991,590
IFRS 9 Impact {186,678) {186,678)
Share Share Retained Profit for the Total
Capital premium Earnings year
1-Jan-18 20,000 163,452,400 839,408 4,493,104 168,804,912
Capital decrease . (6,432,000} . - (6,432,000)
Appropriation of profit . 4,493,104 {4,493,104) -
Profit for the year - - 6,643,288 6,643,288
Dividends . . {4,493,104) . {4,493,104)
311-Dec-18 20,000 157,020,400 839,408 6,643,288 164,523,096
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Statement of cash flows for the years ended 31 December 2018 and 2017

Note 3/Dec/18 31/Dec17
am am

Cash flows from aperating activities:
Interest received 47,199,063 42,192,821
Interest pald (37,571,351) {36,287,217)
Suppliers and Wages paid (1,154,683) {768,654)
Corporate Income Tax paid (1,184,102) {1,317,064)
Value Added Tax paid {62,143) {341,894)
Net cash generated by / (used in) operating activities 7,226,784 31,477,992

Cash flows from Investing activities:
Long-term loans provided to group companfes 13 {300,000,000) (150,000,000)
Short-term loans provided to group companies 15 (450,900,000) (763,950,000)
Repayments shart-term and long-term loans by group companies 15 593,500,000 446,046,995
Income from other fees received 1,316,354 1,316,700
Net cash used in investing activities {155,683,646) (466,586,305)

Cash flows from financing actlvities:
Capital increases 19 - 54,432,000
Capital decreases 19 (6,432,000} {1,200,000)
Praceeds from issue of bonds and borrowings 20and 23 450,000,000 680,400,000
Repayment loans of third partles 23 {287,400,000) (258,000,000)
Expense from other fees paid {3.658,375) (2,951,068)
Dividends paid (4,493,104} (9,234,780)
Net cash generated by financing activitias 148,016,521 463,446,152
Net change in cash and cash equivaients {440,341) 337,839
Foreign currency fluctuations - A
Cash and cash equivalents at the beginning of the year 18 710,319 n,sop
Cash and cash equivalents at the end of the year 18 269,998 710,339

The accampanying notes are an integral part of these finandal statements. L
Initialed
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Notes to the al Statements
1. General

REN Finance B.V. (referred to in this document as “the Company "}, with head office in De Cuserstraat 93, Unit 205, 1081
CN Amsterdam, The Netherlands, were established by deed of Incorporation executed on 10 May 2013 with legal seat in
Amsterdam and registered in the Trade Register at Chamber of Commerce under number 57903093.

The objects of the Company are:

to participate in, to finance, to collaborate with, to conduct the management of companies and ather enterprises;

to provide advice and other services;

to acquire, use and /or assign industrial and intellectual property rights and real property;

to provide guarantees and security, warrant performance or otherwise assume liabliity, whether jointly and

severally or otherwise, for or in respect of cbligations of group companies;

o to provide security for the debts of legal persons or of other companies with which the Company is affiliated or
for the debts of third parties;

¢ toinvest funds; and

¢ toundertake all actions that are deemed to be necessary to the foregoing, or in furtherance thereof.

The Company belongs to a corporate group controlled by REN - Redes Energeticas Naclonafs, SGPS, 5.A., set up in Lisbon,
Portugal, which haolds 100% of the Company's shares.

The financial statements of the Company are included in the consolidated financlal statements of the Shareholder, REN
SGPS.

2. Accounting Framework for the preparation of the Financial Statements

These financial statements have been prepared in accordance with IFRS as adopted by the EU and also in accordance with
Part 9 of Book 2 of the Dutch Civil Code.

The functional currency of the Company is the currency of the primary economic envirenment in which the Company
operates. The functional currency and the presentation currency of the Company is Eure.

in the following paragraphs the Company has analyzed the possible effects of the new IFRS Standards, These are effective
for annual periods beginning on or after January 1, 2018.

e IFRSY9
IFRS 15

L]
s Annual improvements to [FRS (2014-2016 cycle)

The following standards, interpretations, amendments and revisions have been endorsed by the EU with mandatory
application for annual perieds beginning on or after Janvary 1, 2019. The Company did not use any early adoption option
of any of these standards In these financial statements for the year endad 31 December 2018:

Amendment to IFRS 9
IFRS 16
IFRIC 23
Amendment to I1AS 28
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New Accounting Standards

2.1. IFRS % Financial Instruments

In July 2014, |ASB (International Accounting Standards Board) fssued a final version of IFRS 9 Financlal instruments. The
European Commission Regulation No 206772016, {ssued on November 22 2016,

The Company adoptad IFRS 9 which had a decrease on its financial liabflides book value in the amount of EUR 3,240,826, a
decrease on {ts financial assats in the amount of EUR 3,489,730 and a decrease in the caption *Retained eamings™ in the
amount of about EUR 185,678 {increase in deferred tax from assets in the amount of EUR 62,226) mainly related to changes
in the measurement of financial liabilities in connection with the exchange bond operation completed by the Company in
2016 according to IFRS 9.

2.1.1. Classification and measurement

IFRS 9 presznts a new approach on how to classify and measure financial assets that reflacts the business model used in its
management and the characteristics of contractuat cash flows.

IFRS 9 determines three main categories to classify financial assets: measured at amortized cost, Fair Value through Other
Comprehensive Income (FVOCI) and Fair Value through Profit (FVTPL). IFRS 9 eliminates 1AS 39 categories: Held to Maturity
{HTM), Loans and Receivables and Availzble for Sale {AFS).

In accordance with IFRS 9, embedded derivative contracts are not bifurcated for financial assets, Instead, the contractuat
cash flow characteristics of the hybrid financial instrument should be evaluated that may result that it needs to be classified
as a single financial asset measured at fair vatue through profit or loss.

Initialed
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The next tabte shows the changes cccurred on transitien to [FRS 9 from the 31% of December 2017 to the 1* of January

2018:
31/Dec/17 01/Jan/18
Note Category IAS 39 Impact Category IFRS 9
pa [ a
Aszety
Others assets 4,178,500 - 4,178,500
Loans and other recejvables from group Loans & Amartized
companies 213 Receivables 1,977,418,164 {3,489,730) cost 1,973,938,434
Deferred tax assets 108,364 62,226 170,550
TJOTAL AS 1,961,715,028  (3,417,504) 1,978,287,524
Sharehalder’s Equity and Liabl{ities
Shareholder’s Equity
Share capital 20,000 . 20,000
Share premium 163,452,400 - 163,452,400
Retained Earnings 1,026,085 {186,678) 839,408
Profit for the year 4,493,104 - 4,493,104
Total Shareholder s Equity 168,991,590 {186,678) 168,804,912
Liabilides
Barrowings and acerued interest 213 LB qsmmzen  gaese AT a0s4e6,78
Other liabilities 4,985,824 4,905,824
OTAL LIABILITIES 1,812,723,438  (3,240,826) 1,809,482,612
TOTAL SHAREHOLDERS EQUITY AND 1,981,715,028  (3,427,504) 1,978,287,524

2.1.2. Impairment

2.1,.2.1.  General Approach

In July 2014, “IFRS 9 Financial Instruments” was released by the LASB to replace 1AS 39, The effective date is for annual
periods beginning after January 1st, 2098,

The IFRS 9 is divided into three topics, known as “Phases™:

Phase 1: “Classification and Measurement”;
Phase 2: "impairment”;
Phase 3: "Hedge Accounting”,

Initialed
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The Impairment Phase requirements demands the recognition of Expected Credit Losses (ECL) as a loss allowance, IFRS 9
replaces the “loss incurred” model in IAS 39 with an expected credit loss (ECL) model. As such, it will no longer be
necessary for the loss event to occur so that impairment is recognized.

The new impairment model will be applied to financial assets measured at amortized cost or FYOCI, except for
investments in equity instruments.

In accordance with IFRS 9, losses will be measured on one of the following bases:
¢ 12-month ECL, which results from possible default events within 12 months after the reporting date; and
s Lifetime ECLs, which result from all default events during the expected life of a financial instrument.

The determination of the required ECL depends on a contract’s allocation to one of the three stages in the "Three stage
maodel”. At initial recognition, every contract is allocated to Stage 1 (except for Purchased or Originated Credit Impaired -
POCH). For each of the following reporting dates, an assessment of the change in the risk of a default occurring over the
expected life of the financial fnstrument is required for that contract.

A change in the risk of a defauit may result in a transfer from Stage 1 to Stage 2 or 3, As long as the risk of default of an
Instrument is low or did not increase significantly since tnitial recognition, it remains tn Stage 1 with a 12-months ECL.
Otherwise, if the instrument’s current PD {Probability of default) compared with the PD at initial recognition increased
significantly, the result would be a transfer into Stage 2 and recognition of the lifetime ECL. A transfer into Stage 3 Is
required when abjective evidence for a credit loss sppears.

If the criteria of significant increase in credit risk no longer applies, a transfer back to a “hetter” stage is possible.

According with IFRS 9, the information used for the compliance with the impairment requirements should be obtained
without “undue cost or effort”.

2.1.2.2.  Determining whether credit risk has increased significantly since inftial recognition (stage 2)
The following non-exhaustive list of information may be relevant in assessing changes in credit rsk:

a} significant changes in intemal price indicators of credit risk as a result of a change in credit risk since inception,
including, but not limited to, the credit spread that would result if a particutar financial instrument or simftar
finandal instrument with the same terms and the same counterparty were newly originated or issued at the
reporting date,

b} other changes in the rates or terms of an existing financial instrument that would be significantly different if the
instrument was newly originated or lssued at the reporting date (such as more stringent covenants, increased
amounts of collateral or guarantees, or higher income coverape) because of changes in the credit risk of the
financial instrument since tnitial recognition.

€) significant changes in external market indicators of credit risk for a particular financlal instrument or similar
financial instruments with the same expectad life. Changes in market indicators of credit risk include, but are not
limfted to:

s the credit spread;

» the length of time or the extent to which the fair value of a financial asset has been less than jts amortised
cost; and

s  other market infarmation related to the borrower, such as changes in the price of a borrower’s debt and
equity tnstruments.

d) an actual or expected significant change in the financial instrument’s external credit rating.

€) existing or forecast adverse changes in business, financial or economic conditions that are expectad to cause a
significant change in the borrower’s abflity to meet its dsbt cbligations, such as an actual or expected increase in
intmrest rates . =

f) an actual or expected significant change in the operating results of the borrove
expectad declining revenues or margins, increasing operating risis, woridng capi
quality, increased balance sheet leverage, lquidity, management probtems or
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organisational structure {such as the discontinuance of a segment of the business) that results In a significant
change in the borrower's ability to meet its debt cbligations.

g) significant increases in credit risk on other financial Instruments of the same borrower.

H) an actual or expected significant adverse change in the regulatory, economic, or technological environment of the
borrower that results in a significant change in the borrowers ability to meet its debt obligations.

i) expected changes in the loan documentation including an expected breach of contract that may lead to covenant
walvers or amendments, interest rate step-ups, requiring additional collateral or guarantees, or other changes to
the contractual framework of the instrument.

j) contractual payments are maore than 30 days past due,

The credit risk on a financial instrument is considered low, and the financtal instrument can be classified in stage 1, when
the borrower has a strong capacity to meet its contractual cash flow obligations in the near term and adverse changes in
economic and business conditions in the longer term may, but, will not necessarily, reduce the ability of the borrower to
fulfil its contractual cash flow obligations.

An external rating of ‘Investment grade® is an example of a financial instrument that may be considered as having low
credit risk.

A financial asset shall be classified in stage 2 when the debt can na longer be considered as investment grade and it had a
downgrade of mare than 2 notches In any rating agency, ar when it comes to the attentian of the Management any of the
events referred ahove,

2.1.2.3.  Credit-impaired financial assat

A financial asset is cradit-impaired when one or more events that have a detrimental impact on the estimated future cash
flows of that financial asset have occurred, Evidence that a financial asset is credit-impaired include chservable data about
the following events:

+ significant financial difficulty of the issuer or the borrawer;

» abreach of contract, such as a default or past due event;

s the lender{s) of the borrower, for economic or contractual reasans relating to the borrawer's financlal difficutty,
having granted to the borrower a concession{s) that the lender(s) would not otherwise consider;
it is becoming probable that the borrawer will enber bankruptcy or other financial reorganisation;

e the disappearance of an active market for that financial asset because of financial difficutties; or

s the purchase or origination of a financial asset at a deep discount that reflects the incurred credit losses.

A financiat asset shall be classifiad in stage 3 when there is an event of default accarding with the rating agencles definition,
or when one of the events referred above {s verified.

2.1.2.4.  Assessment of the Expectad credit loss

REN Finance t's a vehicle owned 100% by REN SGPS, with the purpose of issue debt that is fully transferred in form of
Commercial Paper or Bonds to fund the Group. Therefore, the exposures of REN Finance to REN S.A. are merely an
operational Instrument to gather funding and not loans bearing significant credit risk.

As at the transition date, the credit risk of REN S.A. It was considered low and stable (investment grade}, and, as such,
consfdered to be in stage 1.

Management executed an impact analysis based on estimated Probabilities of Default and Loss Given Default for the
considered exposures (considering REN's rating - Baa3 by Moodys). The calculation resulted in an immaterial impact and,
as such, no credit allowance was recorded.

2.1.3. Classification - Financial Liabititles Initialed

for identification purposes only
IFRS 9 maintains the requirements in IAS 39 for the classification of financial iabilities. Ernst & Young Accountants LLP




REN <

However, in accordance with 1AS 39, all changes in Fair Value of liabilitles designated as FVTPL are recognized in profit or
loss, whereas, in accordance with IFRS 9, these changes in Fair Value are generally presented as follows:

= The amount of changes in Fair Value that s attributable to changes in the liability credit risk is presented in the
Other Comprehensive Income {OCl) and is not recycled to profit or loss; and
& The remaining smaunt of changes in Fair Value s shown in Profit or Loss.

The Company has not yet designated any financial lability as FYTPL and, currently, does not intend to do so.

In addition, in accordance with FRS 9 and as confirmed by the IASB's Interpretations Committee, modified financial
liabilitles that do not result in derecognition shall be measured at the date of their modification at their present value by
applying the original effective rate of the liability as the discount rate and any difference recognized as a gain or loss in
the results of the year,

The treatment under 1AS 39 allowed the deferral of this differential by reviewing the effective interest rate, a treatment
applied by the Company in connection with the exchange bond operation completed in 2016. This change had a decrease
on the book value of the Company’s financiat Uabilitfes in the amount of EUR 3,240,826, a decrease on the book value of
the Company's financial assets in the amount of ELR 3,489,730 and in the caption "Retained earnings” in the amount of
about EUR 186,678 {increase of deferred tax from assets fn the amount of EUR 62,226).

2.1.4, Disclosures

IFRS 7 requires new disclosures, in partfcular with regarding hedge accounting, credit risk and expected losses (Mote 3.3
and Note 3.4).

2.2. IFRS 15 Revenue from Contracts with Customers

This new standard only applies to contracts for the delivery of assets or rendering of services: f) establishes that the
company recognizes the revenue when the contractual obligation to deliver assets or provide services Is satisfied; i) and
the amount that reflects the consideration to which the company is entitled, as established in the *5 step methodology.
The adoption of this standard does not result in significant impacts on the Company's financial statements.

2.). IFRS 16 Leases

This standard replaces IAS 17 - Leases and the associated interpretations, with impact on the accounting performed by
lessees, which are obliged to recognize for lease contracts a lease lability corresponding to future lease payments and,
respectively, an asset related with the “right of use™, The future adoption of this standard is not expected to have significant
impacts on the Company’s financial statements.

2.4, Other

The future adoption of the following standards is not expected to have significant impacts on the Company’s finandal
statements:

Annual improvements to [FRS (2015-2017 cycle)

Amendment to IFRS 9 Prepayment Features with Negative Compensation
IFRIC 23 Uncertainty Over Income Tax Treatments

Amendments to IAS 28 Long-term Interests in Associates and Joint Ventures

3. Main Accounting Poticles

3.1. Basls of Preparation

Initialed
The financial statements have been prepared under the historical cost convention. In Iy
assets and Uabilities are stated at amortized cost. Ernst & Young Accountants LLP
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3.2. Financial instruments

The Company recognizes financial assets and liabilities on fts statement of financial position when, and only when, it
becomes a party to the contractual provisions of the instruments. Financial assets and liabilities are recognized using the
transaction date,

Financial instruments are classified as current, except when the Company has an unconditional right to defer the payment
of the correspondent liabitity for, at least, 12 months after the reporting date, being this liability in these circumstances
classified as non-current.

3.3. Financfal assets

‘The Company has the following financial assets: subscribed Bonds, subscribed CP, recefvables and cash and bank balances.
The Company's subscribed Bonds to REN SGPS are classified as long-term Bonds.

Financial assets at amortized cost are measured using the effective interest (EIR) method and are subject to impairment.
Gains and losses are recognized in profit or loss when the asset {s derecognized, modified or Impaired.

The Company determines the classification and measurement of investments in financial assets at the time of initial
recognitien, in accardance with financial asset's contractual cash flow characteristics and the Company’s bustness model
for managing them.

Investments in financial assets may be classified under the following categories:

»  Financial assets at amortized cost - The financial asset is held within a business model with the cbjective to haold
financial assets in order to collect contractual cash flows and the contractual terms of the financial asset give rise
on specéified dates to cash flows that are solely payments of principal and interest on the principal amount
outstanding;

¢ Financial assets at fair value through other comprehensive ficome {equity instruments) - The financial asset is
held within a business model with the abjective of both holding to collect contractual cash flows and selling and
the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding;

+ Finencial assets at fair value through profit or loss - Financial assets at fair value through profit or loss include
financial assets held for trading, financial assats designated upon initial recognition at fair value through profit or
loss, or financial assets mandatorily required to be measured at fair value,

Financial assets are classified as non-current, except when: (i} the Company expects to realize or dispose of in the normat
course of its operating cycle; {li) hoids the asset primarily for trading purposes; (iil) expects to realize the asset within
twelve maonths after the reporting date; or (iv) the asset {s cash or cash equivalent.

Purchases and sales of investments in financial assets are recognized on the transaction date - the date on which the
Company commits itself to purchase or sell the asset.

Financial assets at amortized cost are classified as “Loans and other receivables” in the statement of financial position,

are initially recorded at fair value, and subsequently measured at amortized cost using the effective interest rate method,
less any expected credit loss.

Financtal assets are derecognized when the rights to receive cash flows from the investments expire or the rights has been
transferred to recelve cash flows from the asset or has assumed an obligation to pay the received cash flows in full without
material delay to a third party under a ‘pass-through® arrangement. Alsa, financiat assets are derecognized if the Company
has transferred substantially all the risks and rewards of the asset, or has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred controt of the asset.

3.4. Financial Habilities

A financial instrument fs classified as a financial liability when a contractual obligation exists by the fssuer to liquidate
caplital and/or Interests, by the delivery of cash or other financial asset, independently of its legal form.

Borrowings are initfally measured at falr value, net of directly attributed transaction thaledd, The subsaquent
measurement of these borrowings is made at amortized cost, being the difference rthinnidtidstbwaiue pasddhe iy
initial fair value recognized in the profit and loss statement over the loan maturity, using the effeatieefo LP
Financial liabilities are derecognized when the related cbligations are discharged, cancellfd or expire. \/ A
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The borrowings' fair value is calculated with the discounted cash flaws method, using the interest rate curve on the date
of the statement of financial position in accordance with each loan characteristics

3.5. Other receivables

Other receivables in the statement of financial position, are fnitially recorded at fair value, and subsequently measured at
amortized cost using the effective interest rate method, less any provision for impairment.

3.6. Cash and cash equivalents
Cash and cash equivalents are defined as cash on hand, bank deposits and other short-term highly liquid investments with
original maturity of not more than three months readily convertibie to known amount of cash and subject to insignificant
risk of change in value.

3.7. Statement of Cash Flow

The cash flow statement is prepared according with the direct method, being presented the collections and payments In
operating activities, investment and financing activities.

3.8. Loans and Borrowings
Loans and Borrowlings are classified as current, except when the Company has an unconditional right to defer the payment
of the carrespondent (iability for, at least, 12 months after the reporting date, being this Uability in these circumstances
classified as non cumrent.

3.9. Liabilities and other payables

Liabilities and other payables are intially measured at fair value and subsequently at amortized cost, using the effective
Interest ratz method,

3.10. Provisions
Provisions are recognized when the Company: has f) a present legal or constructive obligation as a result of past events; 1)
for which it is more likely than not that an outflow of resources will be required to settie the obligation; and fi) the amount

can be reliably estimated, When one of these aiteria is not fulfilled or the existence of the iability s dependent upon a

rutgeevent » the Company discloses it as a contingent lfability, except if the outflow of resources to settie it is considerad
to be remote,

3.11, Interest Income and expense recognition
Interest reveriue fs accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
method, which is the rate that exactly discounts estimated future risk receipts through the expected life of the financial
asset to that asset’s net carrying amount.

The effective interest rate method calculates the amortized cost of a financial asset or Uability and allocates the interest
income or interest expense aver the relevant period.

Other income is recogntzed as incurred and is reportad in the financial statements in the perfod to which they relate,
3.12. Expanses recognition
Expenses are recognized as incurred and are reported In the financial statements n the period to which they relate.

3.13. Carporate income tax Initlaled

Corporate income tax is caiculated at the applicable rate based on income reported in th
into account permanent differences between profit calculated according to the stateme
profit calculated for taxation purposes.,

[._\‘1 J-TB Ildf\/lqb.e‘l‘t:
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Deferred tax is recognised using the liability method based on the statement of financial position considering the temporary
differences between the tax base of assets and liabflitfes and their carrying amount in the consolidated financial
statements. Deferred taxes are calculated using the tax rates in force or substantially enacted at the statement of financial
position date and are expected to apply when the related deferred tax asset is realised or the deferred tax l{ability is
settled. Deferred tax assets are recognised to the extent that i is probable that future taxable profits will be available
against which the temporary differences can be used.

3.14, Accounting estimates and judgements

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized
in the perfod in which the estimates is revised and in any future periods affected.

4. Significant accounting judgments and estimates and key sources of estimation uncertalnty

In the preparation of the accompanying financial statements, judgments and estimates were made using assumptions that
affect the amounts recognized as assets and liabilities, as well as the amounts recorded relating to gains and losses of the
period.

The estimates and underlying assumptions were determined with reference to the reporting date based on the best
knowledge avatlabte as of the date of approval of the financial statements of the events and transactions in process, as
well as experience of past and/or current events. However, situations can occur in subsequent periods that were nat
predictable as of the date of approval of the financial statements and so were not considered in the estfmates. Changes in
the estimates that occur after the date of the financtal statements will be comrected on a prospective basis. Therefore,
given the degree of uncertainty, actual results of the transactions can differ from the corresponding estimates.
Estimates and assumptions are included in at least the following judgments:

»  estimate of the collectable amount of receivables

» estimate of the fair value of receivables and loans payable

o estimate of the created provisions

4.1. Going concern evaluation
The Board of Directors evaluated the Company”s going concern capability, based on all the relevant information, facts and
circumstances, of financlal, commercial and other natures, including subsequent events occurred after the financial
statement report date, In result of this assessment, the Board concludes that the Company has the adequate resources to
proceed Its activity, not intending to cease its cperations fa short term, and therefore considers adequate the use of a
going concem basls in the preparation of the Company’s financial statements.
5. Financiat Risks Management

The objective relating to the capital management, which is a broader concept than the equity disclosed on the face of the
statement of financial position, {s to maintain an optimal equity structure, through rational use of debt.

The necessity of debt increases are analyzed perindically considering the Group financing needs and its liquidity position.
5.1. Currency Risk

The Company’s cash inflows and outflows, as well as receivable and payable balances are denominated in Eurp. The
currency risk exposure {s therefore null.

5.2. Credit risk

Financial instruments, which potentially subject the Company to credit risk, which

to recefvables from parent company. While the Company may be subject to losses u
instruments fn the event of non-performance by its counterparts, it does not expect such|lo
required by the Company to support financial instruments subject to credit risk. Cash {s|placed
which are considered at the time of deposit to have minimat risk of default.
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Credit risk is managed by the Company in accordance with the Group's policy {REN's rating - Baa3 by Moody's), Loans and
Borrowings are considered to be low credit risk investment and no changes have occurred. Investments of surplus funds are
made only with appraved counterparties and within credit limits assigned to each counterparty. Counterparty cradit limits
are reviewed by the Company on an annual basis, and may be updated througheut the year, The limits are set to minimize
the concentration of risks and therefore mitigate financial loss through a counterparty’s potential faflure to make payments,
The Company considers a financial asset in default when intemat or externat information indicates that the Company s
unlikely to receive the outstanding cantractual amounts in full before taking into account any credit enhancements held by
mWy. A financial asset is written off when there is no reasonable expectation of recovering the contractual cash

REN 5GPS always makes funds available before the due date of every payment obligation or borrowing, to enable the
Company to meet all fts obligations. As per 31 December 2018, there is no indication that the loans given to the company
will be impaired in the near future or that the loans recetvable will not be received. The bank borrowings have the following
main types of covenants and secutities: Cross default, Pari Passu and Negative Pledge, which REN SGPS compties with,
The Company’s counterparty risk on bank depasits is mitigated by the selection of well-known domestic institutions, which
are considered at the time of deposit to have minimal risk of default. The company s management actively and regularly
monitors the credit counterparty risk and undertakes financial transactions with entities that are solvent.

5.3. Interest rate risk

The interest rate risk for the Company is limited due to the fact that the principle activity fs to obtain funding to finance
group companies. Funding raised {s lent out to group compantes on an arm’s length base, Terms of funding obtainad are
mirrored by the terms of the loans given to group companies. The only distinction is the margin between the interest on
the amounts borrowed and the interest on the amounts tiiat have been lent out.

Furthermare, the Company actively monitors changes in interest rates in the currencies in which its cash, investments and
borrowings are denominated.

Given the size and nature of the interest rate risk, the Company has decided not to hedge the interest rate risk exposure.

The fair values of financial instruments, consisting of cash, recaivables, payables and obligations under debt instruments,
are considered to be equal to their carrying values, unless otherwise stated.

A sensitivity analysis was made based on the Company’s total interest income due to the subscribed Commercial Paper for
the period until 31 December 2018 with the assumption that changes in market interest rates affect Interest income. The
fnterest received from Commercial Paper {s the only subject to market risk, the remaining interest income/expense has a
counterparty which mitigates the risk.

Using these assumptions a 0.25% variation in market intsrest rates would result in a profit before tax variation of
EUR 784,381 for the year 2018 and there s no impact in the Company s equity.

The sensitivity analysis is merely projected, and does nat represent any present resl gain or loss, neither other real
variations in the net results nor in equity.

5.4. Liquidity risk management

Liquidity risk is the risk that the Company may encounter in raising funds to meet commitments associatad with its financial
tabilities. Liquidity requirements are monitored on a regular basis and management ensures that sufficient funds rre
available to meet any commitments as they arise.

As funding of the Company is sclely used to finance group companies, the tarms of (oans taken are mirrored by the terms
of loans given to group companies. As such, when loans taken are due, loans given to group companies are due as well.
Furthermore, the interest due dates for [oans taken and loans given are equal while the Company eamns a spread.

Ultimate responsibility for liquidity risk management rests with the Board of Directors, whidch has g
liquidity risk management framework for the management of the Compantly s short-,
liquidity management requirements, The Company manages liquidity risk by mainta

rEcT
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facilities and reserve borrowing facilities, by continuously monitoring forecast and actual cash flows, and by matching the
maturity profiles of financial assets and liabilitles.

5.5. Liquidity and interest risk tables

The following tables detail the Company’s remaining contractual maturity for its non-derivative financial liabilities with
agreed repayment perieds, The tables are based on the undiscounted cash flows of financlal lfabilitles taking into account
the earliest date on which the Company may be required to pay. The tables include both interest and principal cash flows.

31 December 2018

Less than T;ear

1-5 years Over 5 years Total
BR an aun am
Bank borrowings 152,315,000 52,246,014 151,505,342 356,066,356
Bonds 40,093,363 931,769,589 835,328,767 1,807,191,719
Total 192,408,363 984,015,603 986,814,109 2,163,258,075
Trade and other payables 3,792,541 3,792,541
Total 196,200,904 984,015,603 986,834,109 2,167,050,616
31 becember 2017
Less than 1 year 1-5 years Over 5 years Total
om EUR EUR .
Bank borrowings 289,862,243 52,911,014 153,155,342 495,928,599
Bonds 34,843,363 933,112,952 526,541,096 1,494,497 411
Total 324,705,606 986,023,966 679,696,438 1,990,426,010
Trade and other payables 3,654,687 - . 3,654,687
Total 328,360,293 986,023,966 679,696,438 1,994,080,697
6. (nterest income
FiiINE | 2017
Bm an
Other interest 19,801 Ul
interest on bonds 51,272,503 42,757,841
Interest on commercial paper 2,694,022 3,866,970
Amortisation of Fees AL AL
Total o

Interest income is calculated using the effective rate,

Ernst & Young Accountants LLP
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7. Interest expense

2018 2017
T am
Interest en bank borrowings 9,504,256 8,635,861
Interest on bonds issued 32,881,134 27,919,707
Fees 4,903,178 5,475,780
Total 47,288,568 42,031,348
8. Other income
2018 M7
B ax
Invoices recharged to REN SGPS 463,846 190,340
Total 463,846 190,340
9, Salaries, wages and taxes
2018 017
om [T
Salary 57,605 51,129
Total 57,605 51,129

During 2018 and 2017 the Company had one employee and hence incurred salaries and retated soclal security charges during
the reporting period. The Company did not pay any pension premfum #n 2018 and 2017.

Initialed
for identification purposes anly
Ernst & Young Accountants LLP

v,
|1|g‘Er Bullding & better
woiking world




REN <

10. General and administrative expenses

2018 mT
T EUR
External suppliers:
Office reat 13,946 13,833
Audit fees(*) 24,680 30,746
Tax advice fees 176,519 72,370
Law firm fees 104,908 491,020
Rating agency fees 513,358 211,000
Other fees and expenses 111,723 136,487
Invoices recharged by REN 5GPS 352,572 186,526
Reversed VAT charge 215,154 381,751
Total 1,512,860 1,523,733
A Deloitte Ernst &
Audit Fees Accountants B.V, Young LLP Total
&R R EUR
2017
Other audit engagements . . -
Audit of the financial statements 30,746 . 30,746
Total 30,746 . 30,746
2018
Other audit engagements . - -
Audit of the financial statements 9,680 15,000 24,680
Total 9,680 15,000 24,680
11. Provisions
31/Dec/18 31/Dec/17
am T
Provision for Tax Contingency 56,074 433,456
Total 56,074 433,456

The provision is for Tax conceming a VAT audit on previous years. It's expected pay this antm 2019 however the l
final decision on the assessment has been issued. for identihcation purposes only
Ernst & Young Accountants LLP
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12. Corporate income tax

2018 2017
CT) an
Adjustments of CIT from previous periods . 157
CIT of the year 2,201,201 1,592,784
Deferred income tax 119,742 {108,364)
Total 2,320,943 1,484,577
018 i
aa [T
Profit before taxation 8,964,231 5,977,681
Fiscal lower result on depreciation deferred interest (IFRS 9) {45,920) -
VAT expenses {433,458) 433,456
Non-deductible expenses 359,958 -
8,844,803 6,411,137
CIT 20% (for the first EUR 200,000} 40,000 40,000
CIT 25% 2,161,201 1,552,784
Total 2,201,201 1,592,784
Expense Deferre:(iz'!j';:;
T Bm
IFRS 9 Impact - Assets 643,959 160,950
IFRS 9 Impact - Liabilities {598,029) {149,507)
VAT expenses 433,456 108,354
Others {420) {103)
Total 478,966 119,742

The Company has concluded renewing an Advance Pricing Agreement (APA) with the Dutch Tax Authorities concermning the
minimum margin required between the proceeds recelved from loans and the toans granted to REN SGPS. The new APA was
signed on 19 September 2018.

A taxable income for 2018 was calculated under the profit before taxation of the
income tax has been calculated for the first EUR 200,000, and 25% income tax has been ca
taking fnto account non-deductible expenses and income, which resulted in a charged CIT

initialele remainder value,

TEdRd2/M¢20%n purposes only
Emst & Young Accountants LLP
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The Company understands that possible corrections to the tax retumns resulting from tax reviews and/or inspections carried
out by the tax authorities will not have a significant effect on the financial statements as of 31 December 2018 and 2017.

13. Long-term loans to group companies

31/Dec/18 31/Dec/17
EUR T

Bonds 1,B05,977,480 1,507,326,585
Total 1,805,977,480 1,507,326,585
Bonds
Movement during the financial year:
QOpening balance 1,507,326,585 1,356,085,660
Bonds subscribed 300,000,000 150,000,000
Bonds repaid - -
Bonds redeemed . -
Movement capitalized deferred expenses (1,349,105) 1,240,925
Closing balance 1,805,977,480 1,507,326,585

The interest rates on the loans to group companies, in long and shert term, are between 0.8% - 5.3% {31 December 2017;

1.1% - 5.3%) and the weighted average interest is 2.4% (in December of 2017: 2.5%).

In 2617, the proceeds of a EUR 150,000,000 facility agreement with CDB (China Develocpment Bank) were used to subscribe

internal Bonds issued by REN SGPS.

In January 2018 the company Issued EUR 300,000,000, due in January 2028, in scope of REN PortGas™ acquisition, This issue
enabled the Company to repay the outstanding amount of the facility agresment entered in May 2017. Refer to note 24.

Fair Value
31/Dec/18 31/Dec/17
al 3 (a1 ]
Bonds 1,906,552,058 1,540,453,228
1,906,552,058 1,540,453,228

The fair value of the subscribed Intemal Bonds {5 calculated using their imptied spreads.
calculated by the method of discounted cash flows, using the curve of interest rate on the

Aphermmred
by the parent company. There have been no change in the evaluation method since last yearendasevochiesddodarehBane

the fair value hierarchy.
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14, Deferred tax
2018 2017
an am
Deferred Income tax 50,848 108,364
Total 50,848 108,264
2018 2017
BR T
Deferred tax Movement during the financial year:
Opening Balance 108,364 -
Increases (IFRS 9 Adoption) 50,848 108,364
Utilization {Tax Provision) (108,364) -
Closing balance 50,848 108,364

The tax rate of 25% used in the valuation of taxable and deductible temporary differences as of Dacember 31, 2017 has

been updated for each company in the consolidation perimeter, using an average rate against the future prospects of the
taxable income of each recoverable company In the coming years.

This amount of deferred inconte tax is mainly related to the impact adopting of IFRS 9. Far IFRS’ 9 full fmpact refer to note
2,1.3.

15, Short-term loans to group companies

31/Dec/18 39/Dec/17
R BR
Commercial paper 301,500,000 444,500,000
301,500,000 444,500,000

Commercial paper Movement during the financial year:
Dpening balance 444,500,000 126,596,995
CP subscribed 738,300,000 1,294,350,000
CP repaid (881,300,000} (976,446,995)
Closing balance 301,500,000 444,500,000

The interest rates on the loans to group companies, in long and short term, are between
1.1% - 5.3%) and the weighted average interest is 2.4% (in December of 2017; 2.5%].

Initialed
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In previous mentioned ftems {subscribed and repaid) a non cash item of EUR 287,400,000 is included. The non cash item is
related to a new Commercial Paper subscription made from a previously subscribed Commercial Paper that matured on the
same date. These two Cammercial Paper had the same nominal amount and no funds were transferred. It relates to the
final reimburse of the agreement signed in 2017 with a Bank Syndicate, refer to note 23:

31/Dec/18 31/Dec/1?

an ar

CP subscribed 738,300,000 1,294,350,000

Non Cash {287,400,000) (330,400,000)

Cash Flow Paid 450,900,000 763,950,000

31/Dec/18 31/Dec/17

(1] (213

CP repaid (881,300,000) (976,446,995)

Non Cash 287,400,000 530,400,000

Cash Flow Recelved {593,900,000) (446,046,995)
Fair Value

31/Dec/18 31/Dec/17

BiR 311

Commercial paper 303,362,301 446,553,400

303,302,301 446,553,400

The fafr value of borrowings are calculated by the method of discounted cash flows, using the curve of interest rate on the
date of the statement of financial position in accordance with the characteristics of each loan. The disclosure of the fair
velue is made based on a set of relevant observable data, which fall within level 2 of the fair value hierarchy. The range of
market rates used to calculate the fair value ranges between -0.373% and 0.826% (maturities of one week and ten years,
respectively).

initialed
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16. Recelvables from group companies

31/Dec/18 31/Dec/17

[T T

Interest recelvable bonds 30,198,634 23,777,037

Interest receivable commercial paper 1,252,612 906,738

Receivable fees 70,958 727,464

Receivable recharged invoices from SGPS 1,087,963 190,340

Total 32,610,167 25,601,579
17. Other recetvables

31/Dec/18 31/Dac/17

;T an

Receivable Portuguese withholding tax 3,468,161 3,468,161

Other Receivables 1,499 -

Total 3,469,660 3,468,161

Requests for refund the amount EUR 3,468,161 concerning the Portuguese tax withheld and paid in previous years were
made with the Portuguese tax authorities in 2017. The Company expects that the full amount will be refunded.

18B. Cash and cash equivatents

31/Dec/18 31 /Dec/17

LT3 Eitk

Currant accounts EUR 269,998 710,339
Total 269,598 710,339

The funds malntained in the current account are freely available,

19. Shareholder s Equity

The authorized share capital of the Company amounts to EUR 20,060 and is divided into 20,000 commaon shares of EUR 1
each. Issued and paid in are 20,000 shares, During 2018 the Company decreased share premium for a total amount of
EUR 6,432,000,

Initialed
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During the Shareholders General Assembly meeting held on 13 March 2018, the Shareholders approved the distribution

EUR 4,493,104 as dividends of the net profit for the year 2017 amounting,

Management proposes to distribute the net profit for the year 2018 amounting to EUR 5,000,000 as dividends and the
amounts of EUR 1,643,288 to the caption "Retained Eamings™. This has not yet been reflected in 2018°s statement of

finandal position.

20, Long-term borrowings

31/Dec/18 31/Dec/17
faRr BR
Bank borrowings 194,830,269 194,867,013
Bonds 1,603,726,175 1,305,635,738
Total 1,798,556,444 1,500,502,751
Bank barrowings
Movement during the financial year 31/Dec/18 31/Dec/17
BR am
Opening batance 194,867,013 44,685,175
Loans received . 150,000,000
Loans repald . -
Movement capitaiized deferred expenses (36,744} 181,838
Closing balance 194,830,269 194,867,013
Bonds
Movement during the financlal year 31/Dec/18 31/Dec/17
BR am
LR 1,305,635,738 1,303,266,072
Bonds issued 300,000,000 -
Bonds redeemed . -
Movement capitalized deferred expenses {1,909,563) 2,369,666
Closing balance 1,603,726,175 1,305,635,738

The interests rates charged on the borrowings from third parties are between 0% - 4.8% (31 December 2017: 0.9% - 4.8%)

and the weighted average interest s 2.2% (31 December 2017: 2.2%),

in November 2017, the Company entered with REN SGPS into a EUR 150,000,000 facility agreement with China Development
Bank (“CDB"). The proceeds were used to subscribe internal Bonds Issued by REN SGPS.

In January 2018 the company issued EUR 300,000,000, due in January 2028, in scope of F
enabled the Company to repay the outstanding amount of the facility agreement entered

In January 2018, the Company entered with REN 5GPS into a EUR 150,000,000 facility ag
proceeds were used to subscribe intemal Commercial Paper issued by REN SGPS.

poses only
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The Company’s bank borrowings have the following main types of covenants and securities; Cross default, Parl Passu and
Negative Pledge. And the company complies with it.

Fair Value
31/Dec/18 31/Dec/17
fn B
Bank borrowings 199,654,162 204,674,404
Bonds {ssued 1,665,094,629 1,382,239,838
Total 1,864,748,791 1,586,914,242

The fair value of borrowings are calculated by the method of discounted cash flows, using the curve of interest rate on the
date of the statement of financial position in accordance with the characteristics of each loan. The disclosure of the fair
value {s made based on a set of relevant observable data, which fall within level 2 of the fair value hferarchy. The range of
market rates used to calculate the fair value ranges between -0.373% and 0.826% {maturities of one week and ten years,

respectively).

21. Provisions
31/Dec/18 31/Dec/17
") BR
Provision for Tax Contingency 56,074 433,456
Total 56,074 433,456

The provision is for Tax concerning a VAT audit on previous years. It's expected pay this amount during 2019 however the
final decisfon on the assessment has been jssued.

31/Dec/18 31/Dec/17

am [T
Provision Movement during the finandal year:
Opening balance 433,456 =
Utiiization {433,456) -
Increase 56,074 433,456
Closing balance 56,074 433,456

unt of EUR 433,456 |
AT pidietich
Ernst & Young Accountants LLP
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The movement which occurred during 2018 were a usage of the provision recognized in 2017
and an amount of EUR 56,074 was recognized as a provision concemning the most posstble
consists of penalties due in the future.
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22, Tax payable
31/Dec/18 31/Dec/17
nm R
Yalue Added tax 625,409 38,942
Wage Tax 1,672 1,641
Corporate Income Tax 1,469,828 452,729
Total 2,096,909 493,312
23. Short-term borrowings
31/Dec/1B8 31/Dec/17
R EUR
Short term part - Bank borrawings 150,000,000 287,400,000
Total 150,000,000 287,400,000
Short term part - Bank borrowings
Movement during the financial
year
Opening balance 287,400,000 15,000,000
Loans received 150,000,000 530,400,000
Loans repaid (287,400,000) {258,000,000)
Closing balance 150,000,000 287,400,000
Fair Value
31/Dec/18 31/Dec/17
am BR
Bank Borrowings 150,005,359 290,111,842
150,005,359 290,111,342

The falr value of borrowings are calculated by the method of discounted cash flows, using the curve of interest rate on the
date of the statement of finandial position in accordance with the characteristics of each loan. The disclosure of the fair
value is made based on a set of relevant observable data, which fall within level 2 of the fair value hierarchy, The range af

market rates used to calculate the fair value ranges between -0.373% and 0.826% (ma
respectively).

In May 2017, the Company entered with REN SGPS into a EUR 532,000,000 faciity ay% g&ﬁgmﬁﬂﬁ,ﬁ"'v

facility was used to fund the group acquisition of EDP Gas and part was partly repaid in

Initialed
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In January 2018, the Company entered with REN SGPS into a EUR 150,000,000 facility agreement with Intasa SanPaclo. The
proceeds were used to subseribe internal Commercial Paper fssusd by REN 5GPS.

24. Accrued interest

31/Dec/18 31/Dec/17

an am

Payable interest on bank loans 134,903 373,225
Payable interest on bonds 24,393,326 19,387,846
Payable fees 70,958 73,792
Total 24,599,187 19,834,863

25, Payablss to group companies

31/Dec/18 31/Dec/17

aR am

Payable withholding tax to REN SGPS 3,468,161 3,468,161
Payable recharged invoices by REN SGPS 324,380 186,526
Total 3,792,541 3,654,687

26. Other Habllities and accrued expenses

31/Dec/18 31/Dec/17

Bm T
Tax advisor fees 81,858 106,982
Audit fees 15,000 29,349
Law firm fees 139,037 252,427
Administration fees 11,214 17,523
Other expenses 6,793 {1,912)
Tatal 253,902 404,369

27. Contingent Habilities

In the opinfon of management, there are no current legal proceedings or other claims outstanding, which could have a
material effect on the result of operations or financial position of the Company and which have not been accrued or
disclosed in these financlal statements.

Initialed
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28, Related-party transactions

The Company Is wholly owned by REN SGPS since 10 May, 2013, which holds 100% of its issued and outstanding shares.

During the year, there were various related party transactions between the Company and its Shareholder, REN SGPS. The
related party transactions are disclosed under Note 6, 8, 10, 13, 15 and 16.

Note 31/Dec/18 31/Dec/17
an RA
Assets
Long-term loans to group companies 13 1,805,977,480 1,507,326,585
Short-term loans to group companles 15 301,500,000 444,500,000
Receivables from group companies 16 32,610,167 25,601,579
Total 2,140,087,647 1,977,428,164
Liabilities
Payables to Group Company L 3,792,549 3,654,687
Total 3,792,541 3,654,687
31/Dec/18B 3/Dec/1?
R &R
Income Statement:
Interest income 57,415,492 49,827,007
Other income B 463,846 190,340
Invoices recharged by REN SGP5 10 (352,572) {186,526)
Total 57,526,766 49,830,821

The above table shows all the amounts related to party relationship divided between captions included in the Financial
Pusition and captions included in the Income Statement. All oans to group companies amounts in captions “Long-term loans
to group companfes” and “Short-term loans to group compantes” are provided against an at arms’ {ength mark-up, refer to
notes 13 and 15. The *Recetvable from group companies” amount is retated to interest and fees conceming the agreements
with the parent company along with the amounts recharge to the Company, refer to note 16. The “Other receivables”
relate mainly to the amount which the reimbursement has already been requested to the Portuguese tax, refer to note 17.

Intertrust (Netherlands) B.V. provides several services to REN Finance, including management services, namely has two
members of the Board of Directors.

Intertrust {Netherlands) B.V. also provides administrative services to the Company. During the year, Intertrust {(Nether{ands)
B.V. charged EUR 55,676 {2017 ERU 68,049) for administrative services.

The remuneration paid to the Directors was EUR 9,384 (2017: EUR 9,238). The Directors
the parent company do not receive any remuneration from the Company for their

itateskemuneration from

identification purposes only
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No other remunerations and benefits have been given to the key management.
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29. Directors

The Board of Managing Directors which is also key management consists of:
Mr. E. van Ankeren

Mr. G. J. Huizing

#r. N.M. da Silva Alves do Rosério
Mr. G.J. Figueira Morals Soares

*
L}
»
»
30. Subsequent events
No subsequent events to be disclosed.

31. Approval of the financial statements

The financial statements were approved by the Board of Managing Directors and authorized for issue on 2 April 2019,
No entity's owner has power to amend the financial statements after they have been fssued,

Board of Managing Directors:

e B

Mr. N. M. da Silva Alves do Rosério

s*“n"‘é

Mr. G. J. Huizing Mr. G. ). Figueira Morais Soares
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Other information
{ndependent auditor’s report

The independent auditor’s report is recorded on the next page.

According to Article 16 of the Company's Articles of Association, the net profit for the year is at the dispesal of the
shareholder,
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working world 1008 AB Amsterdam, Netherlands

Independent auditor’s report
To: the shareholders of REN Finance B.V.

Report on the audit of the financial statements 2018
included in the annual accounts

QOur opinion
We have audited the financial statements 2018 of REN Finance B.V., based in Amsterdam.

in our opinion the accompanying financial statements give a true and fair view of the financial position
of REN Finance B.V. as at 31 December 2018, and of its result and its cash flows for 2018in accordance
with International Financial Reporting Standards as adopted by the European Union (EU-IFRS) and with
Part 9 of Book 2 of the Dutch Civil Code.

The financial statemants comprise:
The statement of financial position as at 31 December 2018
The following statements for 2018: the income statement, the statements of other
comprehensive income, changes in equity and cash flows
The notes comprising a summary of the significant accounting policies and other
explanatory information

Basis for our opinicn

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing.

Our responsibilities under those standards are further described in the Our responsibilities for the audit
of the financial statements section of qur report.

We are independent of REN Finance B.V. in accordance with the EU Regulation on specific requirements
regarding statutory audit of public-interest entities, the Wet toezicht accountantsorganisaties

(Wta, Audit firms supervision act), the Verordening inzake de onafhankelijkheid van accountants bij
assurance-opdrachten (ViO, Code of Ethics for Professional Accountants, a regulation with respect to
independence) and other relevant independence regulations in the Netherlands. Furthermore we have
complied with the Verordening gedrags- en beroepsregels accountants (VGBA, Dutch Code of Ethics).

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Materiality
Materiality €10.7 million
Benchmark applled 0.5% of tota! assets as at 31 December 2018
Explanation We have applied total assets as we believe that this benchmark Is the most

appropriate metric for the performance of the Company. The holders of the
bonds and loans issued by the Company are most Interested In the proceeds
of the loans to related companies, which almost represent total assets.

Ernsi & Young Accountants LLP is s lim Led Ilabiiity périnership incorporated under tha laws ol England and Wales anc reglstered with Companies Housa under number OC335594. The
term partner in relation to Ernst & Young Accountants LLP [s used 1o sefer 10 (the representative ol) a member ol Ernsl & Young Accountants LLP. Ernst 3 Young Accountants LLP has ifs
registered affice al & More Longan Place. London, SE1 204, United Kingdom, its princaal place of busineas at Boompjes 258, 3011 XZ Rallerdam, the Netheriands and is regislered with
the Chember of Commerte Rotierdam number 24432944, Cur services are sublect [o general terms and conditions, wnich contaln » lkmitation of Gabiity cauvse
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We have also taken into account misstatements and/or possible misstatements that in our opinion are
material for the users of the financial statements for qualitative reasons.

We agreed with the board of managing directors that misstatements in excess of €530 thousand,
which are identified during the audit, would be reported to them, as well as smaller misstatements that
in our view must be reported on qualitative grounds.

Our key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements. We have communicated the key audit matters to the board of
managing directors. The key audit matters are not a comprehensive reflection of all matters discussed.

These matters were addressed in the context of our audit of the financial statements as a whole and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

| Valuation o Ioans fssued to the parent company. s |

Risk The main activity of the Company Is to operate as a financing company of its
parent company, REN SGPS S.A., raising funds from third party lenders through
bonds issuance, loans and other facllitles. The Company Is exposed to the risk that
REN SGPS S.A. defaults on the meeting its obligations.

As loans to the parent company represent the maost significant portion of the
Company's current and non-current assets, any impairment may have a material
Impact on the financial statements, IFRS 9, “Financial instruments” is first time
adopted in 2018, including a new expected credit loss impairment models for
financial assets. Application of IFRS 9 could be complex and may require significant
judgment and assumptions by management. As such we identified valuation of
loans to the parent company as key audit matter.

Wae refer to note "2.1.2. Impalrment”, of the financlal statements, where
management has disclosed the policies and procedures in respect of expected
credit loss assessment on loans issued to the parent company.

Our audlt approach/ In our audit, we have applied malnly substantive audit procedures on the balances

of loans to the parent company Including the expected credit loss calculation.

Amongst other procedures we have:

» Obtalned an understanding of the process of estimatlon of expected credit loss
on the loans to the parent company

» Reviewed key judgments and estimates made by management to calculate the
expected credit Joss

» Assessed the calculation of the expected credit loss

» Assessed the appropriateness of the relevant disclosures made

M observatlons Based on procedures performed, we did not identify evidence of
materlal misstatement in the valuation of loans issued to the parent company.
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Report on other information included in the annual accounts

In addition to the financial statements and our auditor's report thereon, the annual accounts contains
other information that consists of:

The board of managing directors’ report

Other Information as required by Part 9 of Book 2 of the Dutch Civil Code

Based on the following procedures performed, we conclude that the other information:
Is consistent with the financial statements and does not contain material misstatements
Contains the information as required by Part 9 of Book 2 of the Dutch Civil Code

We have read the other Information. Based on our knowledge and understanding obtained through

our audit of the financia! statements or otherwise, we have considered whether the other information
contains material misstatements. By performing these procedures, we comply with the requirements of
Part 9 of Book 2 of the Dutch Civil Code and the Dutch Standard 720, The scope of the procedures
performed Is substantially less than the scope of those performed in our audit of the financlal
statements.

Management is responsible for the preparation of the other information, including the managing
directors' report in accordance with Part 9 of Book 2 of the Dutch Civil Code and other information as
required by Part 9 of Book 2 of the Dutch Civil Code,

Report on other legal and requlatory requirements

Engagement
We were engaged by the shareholders as auditor of REN Finance B.V. on 18 September 2018, as of the
audit for the year 2018 and have operated as statutory auditor since that financial year.

No prohibited non-audit services
We have not provided prohibited non-audit services as referred to in Article 5(1) of the EU Regulation on
specific requirements regarding statutory audit of public-interest entities.

Qther non-prohibited services provided
Our services are only related to the audit of the financial statements.

Description of responsibilities for the financial statements

Responsibilities of the board of managing directors tor the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with EU-IFRS and Part 9 of Book 2 of the Dutch Civil Code. Furthermore, management is
respansible for such internal control as management determines is necessary to enable the preparation
of the financial statements that are free from material misstatement, whether due to fraud or error.

As part of the preparation of the financial statements, management Is responsible for assessing the
company's ability to continue as a going concern. Based on the financia! reporting frameworks
mentioned, management should prepare the financial statements using the going concern basis of
accounting unless management either intends to liquidate the company or to cease operations, or has
no realistic alternative but to do so. Management should disclose events and circumstances that may
cast significant doubt on the company's ability fo continue as a going concern in the financial
statements.
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Our responsibilities for the avdit of the financial statements
Our objective is to plan and perform the audit engagement in a manner that allows us to obtain
sufficient and appropriate audit evidence for our opinion.

Our audit has been performed with a high, but not absolute, level of assurance, which means we may not
detect all material errors and fraud during our audit.

Misstatements can arise from fraud or errar and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements. The materiality affects the nature, timing and extent of our audit
procedures and the evaluation of the effect of identified misstatements on our opinion.

We have exercised professional judgment and have maintained professional skepticism throughout the
audit, in accordance with Dutch Standards on Auditing, ethical requirements and independence
requirements. Our audit included among others:
Identifying and assessing the risks of material misstatement of the financial statements, whether due
to fraud or error, designing and performing audit procedures responsive to those risks, and obtaining
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control
Obtaining an understanding of internal cantrol relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company's internal control
Evaluating the appropriateness of accounting policies used and the reasonatileness of
accounting estimates and related disclosures made by management
Concluding on the appropriateness of management's use of the going concern basis of accounting,
and based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the financial statements or, if such disclosures are
inadequate,
to modify our opinion. Qur conclusions are based on the audit evidence cbtained up to the date of
our auditor's report. However, future events or conditions may cause a company to cease to continue
as a going concern
Evaluating the overall presentation, structure and content of the financial statements,
including the disclosures
Evaluating whether the financial statements represent the underlying transactions and eventsin a
manner that achieves fair presentation

We communicate with the board of managing directors regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant findings in
internal control that we identify during our audit.
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We provide the board of managing directors with a statement that we have complied with relevant

ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the board of managing directors, we determine the key audit
matters: those matters that were of most significance in the audit of the financial statements.
We describe these matters in our auditor's report unless law or regulation preciudes public disclosure

about the matter or when, in extremely rare circumstances, nat communicating the matter is in the
public interest.

Amsterdam, 2 April 2019

Ernst & Young Accountants LLP

“A.J.M. Emmerink






