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PRESENTATION 
 

Operator 
Welcome to the Ørsted conference call. For the first part of this call, all participants are in a listen only mode. 

Afterwards, there'll be a question-and-answer session. To ask a question, please press five star on your telephone 

keypad. This call is being recorded. Today’s speakers are Group President & CEO, Mads Nipper, and CFO, Daniel 

Lerup. Speakers, please begin. 

Mads Nipper 

Good morning, everyone, and thank you very much for joining the conference call.  

Yesterday evening, we published our preliminary and unaudited EBITDA for 2022, as well as our expectations for 

2023. In a year with highly unusual market conditions, not least the very volatile energy prices and a substantial 

increase in inflation, we are pleased to achieve our latest 2022 EBITDA guidance, which is in fact above our initial 

expectations for the year.  

The significant volatility throughout the year led, however, to a very different composition of our earnings mix than 

we had expected. We benefited from our diversified asset portfolio and achieved significantly higher earnings in 

both Onshore and Bioenergy and Other, which gained from the market conditions and outperformed our 

expectations going into 2022, while earnings in Offshore decreased. To a large extent, the unexpected negative 

development in Offshore was driven by adverse impacts from hedges and delays at Hornsea 2 and Greater 

Changhua 1 and 2a construction projects.  

Despite these unusual market conditions and challenges, we achieved a record high EBITDA including new 

partnerships of 32.1 billion DKK, which is a notable milestone for our business. And similarly, our EBITDA, excluding 

new partnerships of 21.1 billion DKK, was a record high EBITDA for the company.  

As a response to the unintended adverse impacts from our hedges, we have established - and are in the process of 

implementing - a new risk management framework to reduce the volatility from our hedging instruments and bring 

back the inherent predictability of earnings that are very high degree of contracted and regulated activities 

process. Supporting our financial performance is an operational fleet of assets continuously operating at excellent 

availability rates and contributing to the security of energy supply across all markets in which we operate.  

At the nine-month reporting of 2022, we updated our full year guidance for 2022, based on the latest outlook for 

power prices and weather conditions for the remainder of the year. Since then, we have seen unexpected 

developments, which, as I said, led to a different composition in our earnings mix.  

In Offshore, we saw several adverse developments towards the end of the year, including ineffective hedges, 

volume related overheating, as well as higher balancing costs. And in addition, we saw further installation delays 

at Greater Changhua 1 and 2a. In Bioenergy and Other, we realized significantly higher than expected earnings 

from our gas storage activities and released the provision related to our B2B business in the UK. This was partly 

offset by lower earnings from our CHP plants due to the lower-than-expected power prices.  
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Going into 2023, we expect a significant increase in the earnings from our renewable assets while earnings from 

our Bioenergy and Other business is expected to decrease due to lower energy prices. Daniel will elaborate further 

on our 2023 expectations in a few minutes.  

I'll also take this opportunity to say that we remain very confident in our long-term EBITDA growth ambitions. 

Despite the recent unexpected and adverse developments, we do remain confident in our business, the renewable 

sector, and its promising outlook. Over the past two decades, we have transformed ourselves from a fossil fuel-

based company into a global leader within the renewable sector. We realized this transformation due to our strong 

and innovative capabilities within project development, construction, and operations. And we continue to see 

increased and exciting opportunities across our business segments, exemplified by increasing targets and support 

by governments for the buildout of renewables. At the same time, we are encouraged by the political support 

towards our industry, such as the Inflation Reduction Act in the US and the proposed Net Zero Industry Act in 

Europe, which would expand the addressable market and represent an important support for the entire industry. 

We will continue working towards our vision of a world that runs entirely on green energy. 

Turning to our next slide, where I'll cover the impairment that we have incurred in 2022 related to our US based 

offshore wind project, Sunrise Wind.  

The offshore wind industry faced unprecedented cost inflation and rapidly rising interest rates in 2022. Our 50% 

owned US offshore wind development project, Sunrise Wind, has been particularly impacted by these general 

market trends as well as project specific Capex increases. As previously disclosed, the project costs have increased 

substantially since we were awarded the bid, and in the past year, it has experienced further acute cost increases, 

specifically driven by the prices for installation vessels and the associated services.  

Rising interest rates have had a corresponding impact on our cost of capital, despite the benefit of our previously 

discussed 2 billion USD interest rate swaps. The higher cost of capital and cost increases have been partially offset 

by anticipated increased tax benefits from recently enacted tax legislation in the US. And as a result of these 

factors, we will recognize an impairment of 2.5 billion DKK on Sunrise Wind in 2022.  

Notwithstanding this impairment, I want to emphasize our continued commitment to Sunrise Wind and the rest of 

our US offshore wind portfolio. We will continue to work to mature and develop the projects with the aim to ensure 

that we can deliver renewable energy to the states with a satisfactory value creation. We continue to explore all 

the ways in which we can improve the project economics, and similarly, we will continue our constructive dialog 

with all relevant stakeholders and partners.  

And with that, I'll now hand over the walkthrough of our fourth quarter EBITDA and 2023 guidance to you, Daniel. 

 

Daniel Lerup 
Thank you, Mads. And thank you everyone for joining the call. Let me start with slide five and the EBITDA 

developments for the fourth quarter of 2022.  
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For the group, we realized an EBITDA excluding new partnerships of 6.6 billion DKK compared to 5.0 billion for Q4 

2021, implying an increase of 31%. In Offshore, we realized an EBITDA of 3.7 billion DKK, which is slightly below last 

year’s results. There have been a number of moving parts within the quarter that I will now walk you through.  

For Q4 2022, wind speeds were slightly higher than the same quarter last year, which led to a positive impact of 

around 200 million DKK. However, the wind was below the norm.  

For the quarter, we saw a number of unintended developments related to our hedging framework. We have 

recognized a loss of 0.7 billion DKK related to inflation indexed power purchase agreements on some of our UK 

ROC assets. This loss reflects future losses that we anticipate to realize on these contracts if inflation and power 

prices remain at current levels. In short, we agree to buy our partners share of the power generation from our UK 

ROC assets within a cap-floor structure that is inflation indexed to provide them revenue certainty. To reduce our 

associated power price exposure, we have entered into power hedges that reflect inflation expectations at that 

point in time. Since actual inflation forecast has outpaced inflation expectations, there are a portion of our hedges 

towards 2026 that are deemed ineffective and as such we are required to recognize this loss in our P&L 

immediately. However, if inflation expectations or power prices decrease again, we will reverse part or the full 

amount that we have recognized in our accounts. Additionally, post expiry of the hedges in 2026, we will benefit if 

power prices are above the partners capped price.  

Also, we saw negative effects from volume-related overhedging. When we hedge our future power generation, we 

try to take into account the difference between the price we will receive from our power generation and the price 

our hedges will be settled at, i.e. what we describe as intermittency. In addition to cater for intermittency, when we 

enter into hedges years in advance, we have entered into trades to mitigate the more near-term risk of even higher 

price differences between peak and off peak periods over the '22-'23 winter period.  

Throughout the past quarters, the volatile and high power prices have resulted in a positive market value of these 

hedges. However, the value of these trades were reduced during the fourth quarter, due to the narrowing of the 

base/peak-spreads. As we cannot apply hedge accounting on these trades, we have recognized a negative impact 

in Q4. However, the market value of the hedges remains positive, given the future outlook on peak and off peak 

periods. The negative impact was partly offset by a lower level of overhedging than in Q4 2021. Finally, we saw 

positive effects from the IFRS 9-related hedges of 0.1 billion DKK in Q4 2022.  

On the topic of hedging, I would like to reiterate the message that we are in the process of implementing our new 

hedging framework and going forward, we will reduce the hedging levels and shorten the horizon to minimize the 

risk of future unintended adverse hedging impacts. Our hedging framework has historically served as well as it has 

provided us stability and visibility of earnings. However, due to the significantly higher power prices, we have seen 

adverse impacts to our financials. When we have not generated power at the levels we had forecasted when we 

hedged the production. Realizing the effects from our revised hedging framework will take time. And despite not 

having entered into new power hedges since late 2021, we have a high hedge level in offshore for 2023. If prices 

continue at a high level, we expect to continue to see offsetting effects in the portfolio and thus a lower risk to our 

overall financial performance.  
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As a proactive way of reducing the unintended impact from our hedge portfolio, we have opportunistically bought 

back forward-sold volumes at favourable prices to reduce the risk of overhedging. Going into 2023, we now see a 

lower hedge level compared to 2022 of around 90%. On a group level, we hold a hedge level of around 70% for 

2023. On the updated hedging framework, we will communicate more details as part of our full year results on 

February 1st.  

For the remaining part of our offshore sites, earnings increased by 0.2 billion DKK driven by ramp up generation at 

Hornsea 2 and from value-creating, market trading activities. This was partly offset by negative effects from our 

high ROC recycled settlements in Q4 2021, higher-than-expected balancing costs, and our expanding portfolio, 

leading to higher OPEX, BSUoS, and TNUoS tariffs. Earnings from our existing partnerships were 0.1 billion DKK 

lower due to further commissioning delay of the turbines at greater Changhua 1 increasing the total project costs. 

Consequently, this reduced earnings under the construction agreements.  

Turning to Onshore, we increased earnings more than 60%, mainly driven by ramp up generation and higher 

achieved power prices across the portfolio. In Bioenergy and Other, we increased earnings close to 50%. For our 

CHP plants, earnings were in line with Q4 2021, whereas earnings within our Gas business increased by 1.3 billion 

DKK compared to Q4 2021. This increase was mainly driven by a positive effect from our gas storage activities and 

the release of a provision related to the closedown of our B2B business in the UK. 

Turning to the next slide, I will walk you through our financial guidance for 2023. As in previous years, our EBITDA 

guidance does not include earnings from new partnership agreements. EBITDA, excluding new partnership 

agreements, is expected to be in the range of 20 to 23 billion DKK in 2023. We have expanded our guidance range 

from previously 2 billion DKK to 3 billion DKK due to increasing energy market volatility. As in 2022, we could see 

offsetting effects between the business units compared to our directional guidance.  

Within Offshore, earnings are expected to be significantly higher than in 2022 due to a number of factors. In 2023, 

we expect a positive impact on EBITDA from the ramp up of generation from Greater Changhua 1 and 2a, which 

we are expecting to be commissioned in the second half of 2023. The negative impact from overhedging and 

ineffective hedges are not expected to be repeated in 2023. Also, we expect an upside to our assets under CFD and 

ROC regimes as related subsidy price will be inflation adjusted in April, providing a positive effect from Q2 2023 

and onwards.  

For all remaining sites, we expect a positive impact due to the higher generation from Hornsea 2 and lower 

balancing costs. This will be partly offset by higher operating costs and lower expected trading results. We do not 

expect material earnings from our existing partnerships. Finally, we expect an increase in costs related to project 

development, our P2X business as well as general cost inflation.  

Turning to Onshore, we expect earnings to be in line with 2022 due to a number of offsetting effects. We expect 

ramp up generation from the wind part of Helena Energy Center, Old 300, Sunflower, Haystack, and Ford Ridge. 

Additionally, we expect a positive full year earnings effect from Ostwind, which we acquired in Q2. The ramp up 

will be offset by expectedly lower prices in the US as well as price caps in Ireland. Finally, we expect a slight increase 

in project development and general costs.  
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In Bioenergy and Other. We expect earnings from both our CHP plants and Gas Markets & Infrastructure to be 

significantly lower than in 2022. In 2022, our CHP plants benefitted from very high power prices and spreads, which 

is not expected to be repeated to the same extent in 2023.  

In 2022, earnings in Gas Markets & Infrastructure saw a positive effect from optimizing our North Western European 

gas activities, where we were able to lock in gains from the offtake flexibility in some of our sourcing contracts and 

gas storages. In addition, we had a positive effect from the release of a provision related to our B2B business in the 

UK. In 2023, we expect earnings to be fairly limited, reflecting normal margins in these activities as well as lower 

volumes due to the lack of the Gazprom volumes. Despite the challenges faced in 2022, we are encouraged by the 

fact that the financial outlook for 2023 showcases a significant earnings improvement from our operating 

renewable energy assets, particularly within the Offshore business. As per our guidance for 2023, we are expecting 

to see earnings increase of more than 80% for our generating Offshore assets. It is a key growth and value creating 

part of our business and going forward, we will continue our work towards securing a stable and visible level of 

earnings that our renewable assets are capable of delivering.  

Let there be no doubt that despite the record high EBITDA results within our guidance, we are disappointed with 

the many adverse impact from our hedging activities. In 2022, we have learned that the hard way that our long 

standing risk management framework was designed for very different market conditions and had ended up being 

too complex. We are taking the consequences of this and are now implementing a new framework. And while 2023 

will still be a transition year, the new framework will continue to support the high predictability of earnings while 

substantially reducing the downside in extreme market conditions. And with that, we will now open up for 

questions. Opeator, please. 

 

Q&A 
Operator 
Thank you. To ask a question, please press five star on the telephone keypad. To withdraw your question, please 

press five star again. We will have a brief pause while questions are being registered. The first question is from the 

line of Deepa Venkateswaran from Bernstein. Please go ahead. Your line will be unmuted. 

Deepa Venkateswaran, Bernstein 

Thank you. So, my two questions. So, on the '23 guidance, it's a bit below what the Street has been expecting. So, I 

just wanted to check what is your assumptions on adverse hedging impacts into '23? I think a lot of us have 

probably assumed a clean unwind, but can you let us know what is implicit, at least in the midpoint of your 

guidance on further hedging losses or proxy hedging or whatever? And secondly, is there anything else of a one-

off nature or anything that you think the market might have missed in its expectations? My second question is on 

the US impairments. So, firstly, I wanted to understand why only Sunrise and why not the others? I mean, if we look 

at the auction prices of Sunrise, it was at the upper end. So, just wondering what was specifically about Sunrise 

and could I also check that when you've done your impairment, is it only on the buyback that you've incurred so 

far, or is this kind of looking further out, including any future Capex that you might put in the overall value creation? 
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And this is a forward looking impairment. So, just checking whether you're going to have ongoing impairment on 

this or the other projects and I suppose you reinforce your commitment to these investments. So, could you just 

kind of maybe square the circle on registering the impairment, but continuing to invest in the US? Thank you. 

Danil Lerup 

Yes. Thank you. So, as you can see in the guidance slide, we have roughly 6 billion coming back on hedges in 2023 

as the impact we saw in 2022 were mainly effects relating to 2022. We will have a small run of the IFRS 9 temporary 

effects. That now sits at roughly 1.2 billion for 2022 and a couple of hundred million DKK we expect to will be 

running off in 2023 and that's accounted for in our guidance. 

Mads Nipper 

Maybe just one more comment, Mads here, Deepa. So, you asked if there are there other things that the market 

could have missed and that will to a very large extent probably be that we are looking at a different ramp up curve 

for Changhua 1 and 2a than the market expects. Because we have previously expected a delay which would be 

sort of going into the beginning of the year and that will now extend into the second half of the year. So, the miss 

on generation compared to when that would be close to fully ramped up is what we believe is the other key 

component that we would highlight, which could be contributing to that miss to market.  

Daniel Lerup 
And then on impairment. As we said, we are fully committed to the entire US portfolio, and we do still see value in 

that portfolio. The reason why we are now doing an impairment on Sunrise Wind is of course due to the general 

cost increases on both Capex and interest rates, but specifically on Sunrise, that is one of the later projects in the 

portfolio, meaning that it has taken a harder hit on the transportation and installation costs compared to the other 

projects. And so we have, of course, gone through all of the projects now for impairment purposes, and we are not 

expecting that we will need to impair more going forward. But as you know, this is of course, depending on, among 

other things, the development in the interest rates. And the value that we have impaired is not the full value that 

we have on our books for Sunrise. It's a little more than half of that. And that's a combination of both data that we 

have capitalized and then regular Capex elements. 

Deepa Venkateswaran, Bernstein 

Okay. Thank you. 

 

Operator 
Thank you, Deepa. The next question will be from the line of Casper Blom from Danske Bank. Please go ahead. 

Your line will be unmuted. 

Casper Blom, Danske Bank 

Thanks a lot. Just as a follow up to Deepa's questions regarding the US portfolio. You say you still see value in the 

portfolio, is that to be interpreted as if all projects, in your view, still hold a positive NPV, though not with the 

same IRR as originally expected? That would be my first question. And then secondly, on the Offshore sites 

earnings, if we look sort of a bit ahead, have you made any changes to your sort of longer term expectations to 

what level of earnings those assets can generate? I mean, are you taking into account higher OpEx than 

originally planned when you got these projects years back or anything else that sort of even if you are still within 
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your '27 EBITDA guidance of 35 to 40 billion, has there been some sort of movement within that range? Thank 

you. 

 

Mads Nipper 

Yes, I can kick it off. Good morning, Casper. Yes, when we say that we believe we can make value creating 

products from the US and when going through this impairment test, it is clearly our ambition and our 

expectations that we can do NPV positive cases in the US. And as we mentioned, we are in continuous and good 

dialog also with key stakeholders, including, for example, in New Jersey, with the relevant stakeholders that gave 

us that belief. I can't be more specific than that, but we do clearly believe that it is a portfolio which will be able 

to be positive. On the longer term value creation in offshore sites, then you're right, there are additional costs. But 

on the other hand, the inflation-indexation of our contracts means that on a net overall level, it should actually 

be a positive. So, we have not in that way at least seen any adverse impacts on our longer-term outlook for our 

portfolio, if anything on the contrary. 

 

Casper Blom, Danske Bank  

Thanks a lot, Mads. 

 

Operator 

Thank you, Casper. The next question will be from the line of Alberto Gandolfi from Goldman Sachs. Please go 

ahead. Your line will be unmuted. 

 

Alberto Gandolfi, Goldman Sachs 

Thank you and good morning. Thanks for taking the time to go through all of this and for the patience. I'm going 

to go back to the impairment again, if you don't mind. And there's a question split into two. The first question is 

forgetting one second about the impairment. If you were to mark to market equipment costs today and interest 

rates today, do you think that the US project backlog is NPV positive? And what would be an IRR divided by 

WACC you think right now on this basis? And the second question, forgive me, my line fell temporarily if this has 

been asked, but why only Sunrise and why only half of the impairment here if I understood it right? What makes 

this special? And if the conditions remain as they are, should we expect more impairments on the rest of the 

backlog. And appendix to this, does this make more it complicated to find partnerships that will pay you a 

premium over invested capital if the net present value of this project is not as you expected it to be? Thank you 

so much. 

 

Daniel Lerup 

Thank you, Alberto. I'll start from the the bottom. It is not our expectation that this will impact the investor 

interest in a situation where we want to go out and farm down. They will, of course, be looking at the forward 

looking cash flows. And as we said, we still see value creation in these projects. And that will, of course, also be 

the basis for what we would be divesting at a later point in time. The reason why Sunrise has ended up being 

impaired and not the others is because Sunrise in the NVP portfolio is the last part to be built and therefore also 

the project where we have signed some of the bigger contract latest on in the in the cycle of signing the 

contracts and therefore deeper into the cost inflation and the supply chain bottlenecks that we are seeing. Back 

to what we have indicated earlier, we are seeing a significant increase in cost on transportation and installations 

and that is the impact that we are seeing on Sunrise. Also, the fact that it is being built at a point in time where 

there's a lot of competing projects being built in 2025. Then the first question you asked, Alberto, I'm actually a 

little bit in doubt what the question there was about. So, could you maybe repeat that? And I'm not going to give 

an IRR over WACC indication to you. 
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Alberto Gandolfi, Goldman Sachs 

Absolutely. No, what I was wondering is the impairment you just announced last night, does it reflect the current 

equipment costs, the current interest rates? And if it doesn't, why not? What I'm trying to figure out here is how 

many of the project backlogs are not hedged basically from interest or raw materials or equipment. Is 

impairment reflecting sort of a projection or the recent average or where we are right now? So, I'm trying to I'm 

trying to gauge if there's going to be more impairments on the same projects or more impairments on other 

backlog project. 

 

Daniel Lerup 

If we had expected more impairment, we would have to take it and also, it's based on an updated view on how 

we predict that the market would look like when we are to build the different projects. And then, of course, 

taking the updated view into the cases on inflation and interest rate environment. 

 

Alberto Gandolfi, Goldman Sachs 

That's clear. Thank you. 

 

Operator 

Thank you, Alberto. The next question will be from the line of Jenny Ping from Citi. Your line will now be unmuted. 

 

Jenny Ping, Citi 

Thank you. To start, I will come back with others. So, just firstly continuing with the US discussion. Can I just check, 

Mads said earlier that, although you can't give any details at this stage on the dialogs you're having with the 

different stakeholders and regulators, can you just sort of outline without going into project specifics, what is the 

discussions you're having in more general terms? Is it upping the price? Is that delaying the projects? What is on 

the table as a way to potentially improve the NPV of these projects? Thanks. 

 

Mads Nipper 

Thanks Jenny, and good morning. It is a quite firm promise with the stakeholders that we can't be specific and not 

even sort of generally because that can be something that could indicate something very specific and could be 

interpreted in that way. But it is something that can potentially materially impact the value creation of these 

projects, which, as we mentioned, obviously are not where we want them to be. But we have not taken that into 

consideration. And so when we did the impairment test, we had not just put in wishful thinking for the for the 

expected or entire or intended outcome of those discussions. But I mean, there's nothing that we are not 

potentially discussing. As you know, for example, we have an IRA or tax benefit passed back clauses in some 

states. And there are there are other ways in which we could also potentially improve it. But that is as close as I 

can get it. We are discussing everything with stakeholders that can potentially do this and some of them more 

likely than others. And sorry for being super general, but that is being loyal to the promise we have with our 

stakeholders. 

 

Jenny Ping, Citi  

Thank you. 
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Operator 

Thank you, Jenny. The next question will be from the line of Rob Pulleyn from Morgan Stanley. Your line will be 

unmuted. 

 

Rob Pulleyn, Morgan Stanley 

Thank you. Good morning. You talked about installation vessels being particularly tight and therefore high cost in 

2025. Given the shortage of Jones Act vessels, do you have a vessel or vessels lined up or could we see a situation 

where we see further delays? That's the question, if I may ask a clarification, because I didn't hear it earlier. How 

does the impairment on Sunrise compare to the carrying book value? I think you may have answered this, but if 

you could just reconfirm that, that'd be great. Thank you. 

 

Mads Nipper 

I guess. Yes. To the first question, the answer is yes. We have the Dominion vessel that has been commissioned. 

That is slightly delayed. But nothing that we expect would impact the overall project because it is ready from 

2024. So, that is it's available and it is contracted already. 

 

Daniel Lerup  

On the book values. We won't give specific numbers on all of our book values. But I can just say that the forward-

looking value in the Sunrise projects is still positive and that's why we haven't impaired all of the book values that 

we have on Sunrise. So, we've impaired a little more than half on that project. 

 

Rob Pulleyn, Morgan Stanley 

Thank you. I will turn it over. 

 

Operator 

Thank you, Rob. The next question will be from the line of Kristian Johansen from SEB. Your line will be unmuted. 

 

Kristian Johansen, SEB 

Thank you. So, if I understand you correctly on Sunrise Wind, it sounds like you have now sort of locked in the 

contract on the installation vessel and realize the cost is higher than budgeted. So, if that is the case, can you 

specify how much of your Capex for your portfolio excluding Ocean Wind 2. But for the other part of the 

portfolio, how much of Capex have you locked in at this stage? Can you give a percentage? 

 

Daniel Lerup 

We are getting very close to the to the 90%. So, we have very high certainty on Capex right now. 

 

Mads Nipper 

And bear in mind, Kristian, that it's not just Ocean Wind 2, which is far out. It's also Skipjack project, which is also 

backloaded in the decade. 

 

Kristian Johansen, SEB 

Just to clarify, the 90% is that for the entire portfolio. 
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Daniel Lerup 

No, that's for the near-term development portfolio, the NEP projects and Ocean Wind 1. 

 

Kristian Johansen, SEB 

Understood. Thank you. 

 

Operator 

Thank you, Kristian. The next question will be from the line of Vincent Ayral from JP Morgan. Please state only 

one question. Your line will be unmuted. 

 

Vincent Ayral, JP Morgan 

Yes. Good morning and thank you for taking my question. Looking at the situation in US, which remains, I would 

say, difficult, I wanted to take a step back regarding partnership and the ability to use tax credits. We saw PSEG 

selling back its 25% stake. That was less than 40 hours ago. I just wonder about the timing with regard to all of 

this. Is it that they have to trigger the option now or not? Because ever since this is partnership potentially under 

review. And you're saying that you're having discussions on what can be done to improve the value creation of all 

these projects. So, I suspect that it could have something to do with the ability to use tax credit. Where I'm 

coming here is I'd like to understand what is your position? You have already one partner which decided out, and 

you have to look for all the partners. We know Capex is up, returns are not great out there and it looks from 

outside like a difficult position to be in. It could be just a matter of time before your discussions are finished. And 

I'm trying to assess if in this situation it is better actually to wait or does it have any option coming where we will 

have to decide. It would be interesting for us to know. Thank you. 

 

Mads Nipper 

I can kick it off. Thank you, Vincent. But I think you should not see the discussions between PSEG's message and 

our message about the 25% in Ocean Wind 1 related to what we are talking about here. That is a matter of PSEG 

having a desire for their tax credit profile different than what is now on the table. And that also means that from 

a total value creation point of view, there will be greater value in finding a different tax ITC investment tax credit 

partner to maximize value for the project. That is the main reason. And the one-off effect that this would get 

would not be what with the primary interest of PSEG. So, that is the primary reason for that. We don't have any 

concerns, as eluded to before, because on Ocean Wind 1, now being the 100% owner that would allow 

potentially also a farm-down process of 50%, which would be closer to what we know. And therefore, we 

strongly believe it is something that can help us create value. So, we don't have any strategic concerns around 

partnerships in the US. And all of these dialogs are in very good spirit and also very constructive with our existing 

JV partners. 

 

Vincent Ayral, JP Morgan 

Yeah, but what I'm trying to understand is you will be looking for your partner to have the ability to use the tax 

credits, which PSEG was supposed to bring to the table. And when you're looking for someone, what they're 

seeing are returns coming down, issues with Capex and everything. And what's the timeline for your discussion 

with local authorities on where you are fairly optimistic that some value accretive, some sort of solution will be 

found? Could we get an idea on the timeline there in order to understand a bit the dynamic regarding these 

partnerships? 
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Daniel Lerup 

That's correct. And we are in those dialogues right now with potential off takers of tax credits. And as you know, 

we have seen a massive increase in the tax credits available for these projects. And that outpaces the tax deficits 

and all the tax monetization available for PSEG. So, it is more efficient if we find someone who can better utilize 

these ITC tax credits and we are in a dialog and of course the IRA is expected to de-risk the monetization of these 

tax credits as you now have the transferability where the offtaker won't have to take as much risk in the project 

as we are used to in the old onshore PTC days. So, we expect that it will be easier with the transferability to 

monetize the ITC's.  

 

Mads Nipper 

And on the dialogue with the stakeholders as well. Those are relatively near-term, but for good reasons. We 

cannot give any specific timelines also because, for example, the clarity of what it takes, for example, to qualify 

for the domestic content credit is also something that we expect to come out, we hope to go out in Q1 from the 

Treasury in the US. But definitely first half. And before that it would be impossible to be very specific about those 

upsides. And also, the dialogues are state by state. So, therefore there is not one time number, but it still is 

something where we hope to be able to gain stronger visibility of any further upside during the first half of this 

year. 

 

Vincent Ayral, JP Morgan 

Thank you very much. 

 

Operator 

Thank you, Vincent. The next question will be from the line of Mark Freshney from Credit Suisse. Please state only 

one question. Your line will be unmuted. 

 

Mark Freshney, Credit Suisse 

Thank you. Good morning. And thank you for making the time for me. It's been clear for a long time that costs in 

the US are astronomical. Your predecessor spoke about very high costs, I think at a CMD about four years ago. 

The key thing is they've gone up and it may appear that on the Ocean Winds, you have to do 100%. So, when we 

look at your business plan and the Capex profile and the balance sheets envelope, it appears that there are 

some very big cash outflows before the EBITDA comes in from 2025 onwards. And I guess my question is, Mads, 

you've been clear that the deal you negotiated with the Danish government to issue equity would only be to 

fund new additional growth. But given the Capex plan and the project plan that you've got, do you need equity 

to fund the existing plan? 

 

Mads Nipper 

Thanks a lot, Mark. No, that is still not our expectation. But obviously, it is, you are right that increasing the stake 

to 100% for Ocean Wind 1, would mean that a farm down discussion would be something that we potentially 

look to accelerate further. In order to look at what are those, when we take on additional cost in cap, in building 

the projects, then whether that be from inflation or in this case from a greater ownership share, then that is 

where we would need to work with our balance sheet to ensure that we can generate those additional income. 

So, for example, cash flows earlier in the construction or farm downs earlier in that process than we might 

otherwise do. That is not something we expect will have a negative impact, but something where we still have 

some flexibility because we have done both pre-FID and post-COD farm-downs. It is still our clear intention to 

state that a potential capital raise is for growth. 
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Mark Freshney, Credit Suisse 

Thank you. 

 

Operator 

Thank you, Mark. The next question will be from the line of Harry Wyburd from Exane. Please state only one 

question. Your line will now be unmuted. 

 

Harry Wyburd, Exane 

Hi. Morning, everyone. I’ll keep my allotted one question. I just wanted to follow up on Greater Changhua, which I 

think you mentioned earlier, if I caught it. So, I think in your guidance you're saying about 1.5 billion year on year 

impact. I just wanted to check what the kind of weighted average that assumes. Or, in other words, what would 

the year on year impact of benefit to start of the project from the 1st of January. So, what's the annualized 

EBITDA and what would we consider as a year-on-year growth from that project going into 2024? Thank you. 

 

Mads Nipper 

Yes, thank you. Thank you very much. It's a little bit hard to compare directly, because if we were fully ready with 

a COD from January 1st of this year, then our ramp up profile would also have been different during this year. So, 

we would also have had greater earnings this year. But if you look at the actual result from this year, you would 

say that if we look at a year with full operations, then that would be sort of to the tune of 3.5 billion DKK. And 

therefore, with what we're looking at now, it would be something where -  I can't give you a specific date - but it is 

going to be second half of the year before we are fully done. But what really matters for the earnings into next 

year is the curve of the ramp up. Because right now we have 15 producing turbines, and that needs to go up to 111 

and that is where, the more we can frontload that out of the now currently 80 installed turbines, the better we 

can do. So, in essence, the ramp-up profile from an earnings point of view is actually even more important than 

what is the final commissioning date. But full year earnings would be around 3.5 billion DKK. So, you could put it 

in the way that we are looking at sort of a weighted average of around 50% of a full year normal earnings due 

to with that ramp up profile we have if that answers your question.  

 

Harry Wyburd, Exane 

It does. Thank you. 

 

Operator 

Thank you, Harry. The next question will be from the line of Dominic Nash from Barclays. Please go ahead. Your 

line will be unmuted. 

 

Dominic Nash, Barclays 

Good morning. Just one question from me. In your EBITDA guidance for 2023. Could you give us some sort of 

colour as to whether there is any impact from the EGL tax levy, whether that will contribute to our tax number, 

and also, what do you think your sort of view for the EGL level will be next year, please? 

 

Daniel Lerup 

Yes. Thank you. So, we don't have anything significant in there from the EGL so far as we have a very high hedge 

level in the UK. There might be some in there going beyond 2023. But that will, of course, depend on where the 
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power prices will be sitting at. But, the very high hedge level means that we don't expect to pay anything under 

the EGL. 

 

Dominic Nash, Barclays  

Great, thank you. 

 

Operator 

Thank you, Dominic. The next question will be from the line of Tancrede Fulop from Morningstar. Please go 

ahead. Your line will be unmuted. 

 

Tancrede Fulop, Morningstar 

Hi. Good morning. Thank you for taking my question. So, the US project, you have not taken an FID for any of 

them. Is it sensible to assume that you will not go through with some of the projects if you are not able to get the 

maximum benefits of the IRA. 

 

Mads Nipper 

Thank you. No, you cannot assume that because it would depend on what is the current status of the project, 

what is the current sort of profitability of it. And obviously if we can get the full benefit of the IRA and also 

potentially a greater share of it in the states where we have a passback clause, then this is something where we 

would actually still be able to take an FID. So, we cannot make that connection. But, of course, if we get that 

additional support with the full 40% ITC, which quite honestly we believe we are in an extremely good position 

to have. Then, that would obviously be a help. And not to correct, but just to clarify, we actually have taken FID 

on South Fork, the first of the three project in the Northeast program. So, we have FID for the first one, but the 

other ones are remaining and hopefully the next ones not too far out into the future. 

 

Tancrede Fulop, Morningstar  

Thanks. 

 

Operator 

Thank you, Tancrede. The next question will be a follow up from the line of Jenny Ping from Citi. Please go ahead. 

Your line will be unmuted. 

 

Jenny Ping, Citi 

Hi, thanks very much. Just coming back to the Taiwan project. You mentioned in the statement about the 

construction delay causing an issue for the 2022 numbers. Is that just a pure delay from '22 into '23 or is there an 

overall negative impact because of the construction delays, i.e. a financial penalty on the rollout? Thank you. 

 

Daniel Lerup 

So, going into 2022, we had hoped that we would have seen some production at the back end of the year, but 

we almost got no earnings from production in 2022. And that's of course on the sites part. On the existing 

partnership part, as we said, we saw a negative impact as we've seen costs go up a little bit due to the delay. 

And that, of course, means that we realized a lower margin on our construction agreements with the partner on 

the project, even though we are, of course, still making money on that. 

 



 

 

 

 

  

 Page 15 of 16 

 

Mads Nipper 

And so you could say that except that factor of the increase in cost and lower earnings on the CA, then it is a 

pure moving of that earnings into 2023. So, it is a delay that will mean that the ramp up profile will now happen 

in 2023. So, with an approximate six-month delay in total, which is now moved into 2023 and with an expected 

full year production in 2024 instead of 2023. 

 

Jenny Ping, Citi 

I'm sorry, That's included in the 1.5 guidance you've given. 

 

Mads Nipper 

Yes, that is included. Now, I wouldn't call it conservative, but what we definitely believe we can do in terms of the 

guidance that we have for 2023. 

 

Jenny Peng, Citi 

Thank you. 

 

Operator 

Thank you, Jenny. The last question will be a follow up from Rob Pulleyn from Morgan Stanley. Please go ahead. 

Your line will be unmuted. 

 

Rob Pulleyn, Morgan Stanley 

Thank you guys. So, lots and lots of comments and lots of detail. And thank you for taking everyone's questions. I 

think the most important comment you made in the entire presentation and answers was that the US projects 

were NPV positive. So, could we just reaffirm that for the go forward and could we clarify that is that on the 

entire US portfolio? Is it on the first phase portfolio of five projects? Or can we take that to read that every one of 

the individual projects is NPV positive? Thank you. 

 

Mads Nipper 

I can kick it off, Rob. When going through the impairment test with the assumptions that we have now, then this 

is clearly both our intent and belief that this is what can happen. Of course, if we continue to see increased 

interest rate, especially interest rate hikes and depending on the outcome of the dialogues that we have, yes, we 

believe we can make NPV positive projects. But of course, the clarity of that is something that is significantly 

higher on the nearer term ones than it is for those that are back-loaded, especially for Ocean Wind 2 and for 

Skipjack. Where that is so far out into the future that of course developments, both positive and adverse, can still 

impact that. But yes, that is our belief that that the portfolio can be NPV positive. 

 

Rob Pulleyn, Morgan Stanley 

Thank you. I'll leave it there. 

 

Daniel Lerup 

I believe that was the final question. 
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Operator 

That is correct. There are no more questions. I'll pass it back to you. 

 

Mads Nipper  

Yes. And thank you very much for your questions, and sorry for getting you up early. Let me just spend 30 seconds 

wrapping up everything. Whilst as I'm sure you can imagine, the composition of this year's result has ended 

differently. I just want to repeat that it is actually something that shows the strong portfolio and diversification of 

our asset base. And really a key takeaway is not to be concerned about the long-term earnings profile and cash 

flows, especially from our Offshore business, which is where we have had these hopefully one-off impacts. Both 

our future cash flows, our underlying operations, but also for the future the strength of our pipeline, which has 

been expanded significantly in the recent months, and our deep capabilities to struggle navigate even under very 

difficult circumstances operationally is something that we believe continue to put us in a strong position. And we 

strongly believe that both with the passing of the IRA and the policy actions that Europe is now taking, I met 

with Commission President Von der Leyen and many of the staff from the EU. There is no doubt that the 

European response to the Inflation Reduction Act is going to be something that can have a material positive 

impact for the entire industry and not least for offshore and hydrogen production. So, whilst this is not what a 

2022 finish that we had hoped for, we are and remain very confident for the future. So, thank you very much 

again for your questions and have a nice day. 


