EU turbine manufacturers are currently making financial losses. The industry is not in very
good shape. Why is this the case?

Cause 1) Slow permitting: 80GW of wind projects are stuck in different development stages in
the EU. The sector welcomes the new permitting acceleration rules agreed end of 2022. The
regulations must now be implemented in the Member States. For the industry we do not see
yet an immediate effect after the extraordinary measures published in November 2022.
Europe needs to install at least 30GW of wind power annually to reach the REpowerEU goals;
in 2022, “only” 15GW were installed.

Cause 2) Price driven auctions: what we see today is that renewable auctions in the majority
of systems favor lowest cost. This squeezes the supply chain profitability. Between 2011 and
2021, the wind industry reduced the global average cost of electricity from wind turbines by
more than 70%, making wind energy one of the world’s cheapest energy sources. This was
achieved partly through the industry’s technological innovations and partly thanks to
expanded global supply chains.

Cause 3) Geo-political uncertainty and high inflation: the price of key components and
materials we use in turbines has been going up at unprecedented levels due to the COVID
pandemic and the war in Ukraine. Like in other industries, the production and profitability of
the wind industry is affected by high energy, commodity and transport prices as well as by
high inflation. Potential price increases had not been included in the contracts with suppliers.

Additional information

Margin erosion trend has further accelerated during 2022 and into 2023, with OEMs severely
impacted by raw material prices, shipping costs and supply chain disruptions™.

Less orders and investment decisions: while the wind targets of the EU-27 member states
have increased, total orders for new wind turbines in 2022 fell by 47% compared to 2021.
Several offshore wind farms were expected to reach financial close last year, but final
investment decisions were delayed due to inflation, market interventions and uncertainty
about future revenues - while Europe has the ambition to jump from 15 GW Offshore wind
installed today to over 100 GW by 2030.

What can Governments do in the frame of the Green Deal Industrial Plan for the wind sector?

Follow up on implementation of permitting acceleration rules at national level.

Introduce inflation compensation mechanisms by making sure contracts offset the effects of
high inflation and by providing support where price increases cannot be absorbed. This
concerns maximum bid prices and bid awards in tenders to cover cost developments for raw
materials and other areas of industry, including labor costs. EU State aid rules allow for this —
Member states need to introduce. Industry will improve on risk sharing measures.

Make market volumes transparent to resolve the discrepancy between political ambitions
and current permit and installation limits. To achieve build-out targets until 2030 e.g. in
offshore wind, the majority of projects need to be auctioned latest in 2024/2025. For onshore
wind we need much faster permitting. The EU Commission has implemented right framework
— Member States to implement (e.g. emergency rules permitting).

' Vestas reported losses of 1.2 billion in 2022 on 23 January 2023: https://renews.biz/83428/vestas-misses-guidance-after-
poor-fourth-quarter/ On 8 Feb announced EBIT margin of -8 %
https://www.vestas.com/en/media/company-news/2023/vestas-annual-report-2022---a-challenging-year-with-neg-c3710817

Siemens Gamesa https://www.siemensgamesa.com/newsroom/2022/11/111022-siemens-gamesa-press-release-results-
presentation-g4-fy2022; The company closed the fiscal year with a net loss of €940 million (vs. -€627 million in FY21). EBIT

margin -5,9 %

GE Renewables confirms 2,2 billion loss in 2022: https://www.windpowermonthly.com/article/1811109/wind-turbine-maker-ge-
renewable-energy-confirms-22-billion-2022-loss

Nordex (end Sept 2022): EBIT — 5,2, losses -371,6 million: https://www.nordex-online.com/es/2023/01/nordex-se-nordex-group-
supplied-almost-one-third-of-newly-commissioned-onshore-wind-power-capacity-in-germany-in-2022/



Adapt auction design to include qualitative criteria in competitive wind energy auctions to
reward. This gets us off from lowest cost only and will reward the added value that the
European wind industry brings.

> It is important that these non-price-based criteria are clear and objective, easy to assess
and measure, as well as being comparable. Also the consistency in these qualitative criteria
is critical along the EU.

» Their implementation should not increase administrative and management costs, nor
increasing permitting timings, which is currently one of the major bottlenecks for delivering
the expected volumes within the EU.

» A “point-based” award system could be a way to reward different qualitative criteria.

» Effective penalties in the case of not compliance should be also considered.

> Proposal to qualitative criteria: (i) security of supply needs both — competitive, secure and
efficient energy generation in Europe through critical infrastructures, as well as supply
chains with the know-how and capabilities that are needed to deliver (like the European
leading supply chain). (ii) Rewarding technologies that increase the system integration of
wind power into the grid. (iii) Sustainability criteria are catalysts for change and contribute
to achieve climate targets, such as consideration of carbon footprint of the project (for
example, in offshore wind projects, considering the CO2 emissions from finished product -
nacelle, tower, blades- transport as well as from steel use in towers and foundations -
which can stimulate green steel consumption). (iv) Rewarding circular economy practices,
like recyclability of rotor blades (v) Rewarding European development: including a wider
scope of social and economic engagement at EU level of the renewable industry (involve
local communities, investment in European innovation and R&D activities, training skills
promotion in Europe).

Avoid additional payments in auction schemes (mainly in offshore wind), “negative bidding”.

A very common form of support now in auctions (both onshore and offshore), additional to

PPAs or market based schemes, is the Contract for Difference regime, where governments

recompensate developers when the market price is below the auction price but developers

pay governments when it's the other way round. That’s a good system: it's cheap for
governments as it allows to hedge compensation costs — and cheap for society as it ensures
stable revenues so minimizes finance costs. As regards to offshore wind, it is also
understandable that Governments request wind farm developers a reasonable lease for the
seabed space used. But when dealing about additional payments or “negative bidding” that
some Governments are requesting in offshore wind farm development, such measure implies
upfront immediate costs on developers (our customers), during the period of greatest risk
when they’re building the wind farm: such upfront cost has to be passed on to someone,
either the [already financially negatively impacted] supply chain enabling the project to be
delivered and/or to consumers impacting electricity bills.

What are the concrete proposals for boosting competitiveness, growth, and productivity in
Europe?

For the European wind industry to become a resilient global player, the European Union must
make funding available for production capacities (as IRA will be doing, with the opportunity of
monetizing manufacturing tax credits).

An EU-level program — a fund — to specifically support this is needed, including upgrades or
expansion of existing manufacturing sites. We consider a temporary adjustment of the state
aid guidelines for CAPEX financing of additional production capacities to be very important
Such a fund must meet the urgent need of the industry for investment support.

Existing instruments, such as IPCEIls are very relevant, but only suitable in specific situations
involving many players and Member States. Also, aid is only possible until the first industrial
deployment. Decision-making on funding is very slow.



For example, in Germany, we manufacture nacelles for offshore wind energy in Cuxhaven.
We have already invested 316 million euros there and are planning additional investments
until 2025. We are also looking into investments in further manufacturing facilities in Europe.
For additional CAPEX investments in an existing location like Cuxhaven, for example, there is
currently only the "GRW programme" (funding programme "Gemeinschaftsaufgabe
Verbesserung der regionalen Wirtschaftsstruktur"). However, the programme is not suitably
equipped for our needs: if we want to make an assumed new investment of 100 million euros
in Cuxhaven, we can receive a maximum of 15 percent of the investment sum as funding, and
this only on the first 50 million investment, after which the funding is degressive. Overall, the
funding volume is capped at a maximum of 11.25 million euros. To have the scheme
designed in a more suitable way the State Aid rules, the General Block Exemption Regulation
and 2021-2027 Cohesion Policy overview need to allow for this.

Instruments such as the EU Innovation Fund need to increase their focus on supporting
innovative supply chains, e.g. “clean-tech manufacturing” projects.

Additionally, we also ask the European Commission and Member States to support financing
of infrastructure such as grid expansion, ports, installation vessels, floating foundations.

Facilitate open and fair trade while at the same time create a level playing field with China.

The manufacturing of wind turbines and components requires a stable, secure and cost-
competitive international supply of raw materials: concrete, iron, steel. In addition: aluminum,
copper, and rare earth elements. Diversification of raw-materials dependency must be a joint
project with partners worldwide: when partnering up, the European Union could offer support
on the energy transition (Global Gateway) for the development of respective domestic supply
chains.

Circularity: In addition, governments should incentivize the (re)-use of domestic waste
streams and promote investments in recycling infrastructure.

Level playing field with China: In order to protect the European wind energy, industry
solutions must be found to create a fair market environment vis-a-vis non-European
manufacturers. This can be done through trade and tax policy instruments that offset
subsidies from other countries such as China.

Include financing to develop projects outside the European Union through Global Gateway
and EU budget/Member States” National Development Financial Institutions (to counteract
the financial support that Chinese institutions provide to Chinese OEMs abroad, for example,
for lowering down short-term financing costs).

When building infrastructures beyond the EU borders by European leading players, consider
appropriate that such projects also trigger European supply chains while, to the extent market
conditions, volume and visibility allows, also developing local capabilities at host countries.



