
 

AQUIND Limited 

AQUIND Limited 

AQUIND INTERCONNECTOR 

Funding Statement 

 

The Planning Act 2008 

 

 

 

Document Ref: 4.2 

PINS Ref.: EN020022 

 

 

 

 

 

 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

AQUIND Limited 

AQUIND INTERCONNECTOR 

Funding Statement 
 

AQUIND Limited 

 

PINS REF.: EN020022 

DOCUMENT: 4.2 

 

DATE: DECEMBER 2020 

 

 

 

WSP 

WSP House 

70 Chancery Lane 

London 

WC2A 1AF 

+44 20 7314 5000 

www.wsp.com 

 

http://www.wsp.com/


 
 
 
 

AQUIND INTERCONNECTOR    
PINS Ref.: EN020022  
Document Ref.: Funding Statement  December 2020 
AQUIND Limited   
   

DOCUMENT 

Document 4.2  Funding Statement 

Revision 002 

Document Owner WSP UK Limited 

Prepared By HSF 

Date 22 December 2020 

Approved By HSF 

Date 22 December 2020 

 

  



 

11/65646587_2 1 

 

 

 

 

 

 

AQUIND Interconnector Order 202[X] 

 

Funding Statement 

 

Planning Act 2008 

 

Document Ref: 4.2, Rev 002  

 

PINS Reference: EN20022 

 

Infrastructure Planning (Applications: Prescribed Forms and Procedure) 
Regulations 2009 (SI 2009/2264) (Regulation 5(2)(h)) 

 

Author: Herbert Smith Freehills LLP 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

11/65646587_2 2 

TABLE OF CONTENTS 

 

       Page 

1. INTRODUCTION ............................................................................................... 1 

2. PURPOSE OF THIS STATEMENT ................................................................... 2 

3. THE PROPOSED DEVELOPMENT .................................................................. 3 

4. CORPORATE STRUCTURE AND ASSETS ..................................................... 4 

5. ESTIMATED PROJECT COST ......................................................................... 5 

6. PROJECT FINANCING ..................................................................................... 7 

7. FUNDING CLAIMS FOR COMPENSATION ..................................................... 9 

8. REGULATORY STATUS ................................................................................. 11 

9. CONCLUSION ................................................................................................. 13 

APPENDIX 1 AUDITED ACCOUNTS FOR AQUIND LIMITED FOR THE YEAR 
ENDED 30 JUNE 2018 .................................................................................... 14 

APPENDIX 2 AUDITED ACCOUNTS FOR AQUIND LIMITED FOR THE YEAR 
ENDED 30 JUNE 2019 .................................................................................... 15 

 

 

 

 



 

11/65646587_2 1 

1. INTRODUCTION 

1.1 This funding statement (Statement) relates to an application by AQUIND Limited 
(the 'Applicant') to the Secretary of State ('SoS') under the Planning Act 2008 (as 
amended) (the 'Act') for the AQUIND Interconnector Order (the 'Order') (the 
'Application'). 

1.2 The Application is submitted to the Secretary of State pursuant to section 37 of the 
Act. This statement has been prepared in accordance with the requirements 
provided for by section 37(3)(d) of the Act and regulation 5(2)(h) of the 
Infrastructure Planning (Applications: Prescribed Forms and Procedures) 
Regulations 2009 (the '2009 Regulations'), and with relevant guidance issued by 
the Department for Communities and Local Government.   

1.3 The Application seeks development consent for those elements of AQUIND 
Interconnector (the 'Project') located in the UK and the UK Marine Area (the 
'Proposed Development'). 
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2. PURPOSE OF THIS STATEMENT 

2.1 This Statement has been submitted as it will be necessary to acquire land and 
rights over land in order to construct, operate and maintain the Proposed 
Development and therefore powers of compulsory acquisition have been sought in 
the Order. This Statement explains how the shareholders of the Applicant and their 
parent companies expect that the construction of the Proposed Development and, 
as necessary, the acquisition compulsorily of land and rights over land as are 
required in connection with the Proposed Development and authorised by the 
Order will be funded.  

2.2 This Statement forms part of a suite of documents accompanying the Application, 
submitted in accordance with section 37 of the Act and regulation 5 of the 2009 
Regulations, and should be read together with those documents, in particular the 
Statement of Reasons (Application Document Reference 4.1) which justifies the 
powers of compulsory acquisition that are sought.  
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3. THE PROPOSED DEVELOPMENT 

3.1 The Project is a new 2,000 MW subsea and underground High Voltage Direct 
Current (‘HVDC’) bi-directional electric power transmission link between the South 
Coast of England and Normandy in France. By linking the British and French 
electric power grids it will make energy markets more efficient, improve security of 
supply and enable greater flexibility as power grids evolve to adapt to different 
sources of renewable energy and changes in demand trends such as the 
development of electric vehicles. The Project will have the capacity to transmit up 
to 16,000,000 MWh of electricity per annum, which equates to approximately 5% 
and 3% of the total consumption of the UK and France respectively. 

3.2 The Application seeks development consent for those elements of the Project 
located in the UK and the UK Marine Area (the 'Proposed Development'). The 
Proposed Development includes:  

3.2.1 HVDC marine cables from the boundary of the UK exclusive economic 
zone to the UK at Eastney in Portsmouth; 

3.2.2 Jointing of the HVDC marine cables and HVDC onshore cables;  

3.2.3 HVDC onshore cables; 

3.2.4 A Converter Station and associated electrical and telecommunications 
infrastructure;  

3.2.5 High Voltage Alternating Current (‘HVAC’) onshore cables and associated 
infrastructure connecting the Converter Station to the Great Britain 
electrical transmission network, the National Grid, at Lovedean 
Substation; and 

3.2.6 Smaller diameter fibre optic cables (‘FOC’) to be installed together with 
the HVDC and HVAC cables and associated infrastructure. 

3.3 Chapter 3 (Description of the Proposed Development) of the Environmental 
Statement (‘ES’) (Application Document Reference 6.1.3) contains a detailed 
description of the Proposed Development for which development consent is sought 
by the Applicant.  

3.4 On 19 June 2018 the Applicant submitted a request to the SoS for a direction 
pursuant to section 35 of the PA 2008 that the Proposed Development is to be 
treated as development for which development consent is required.  

3.5 The SoS, being satisfied that the relevant legal requirements were met and of the 
view that the Proposed Development is by itself nationally significant, issued a 
direction on 30 July 2018 directing that the Proposed Development, together with 
any development associated with it, is to be treated as development for which 
development consent is required. 
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4. CORPORATE STRUCTURE AND ASSETS 

4.1 AQUIND Limited, the Applicant, is a company registered in England and created in 
accordance with the laws of England and Wales, with company number 06681477 
and registered at OGN House, Hadrian Way, Wallsend, NE28 6HL. 

4.2 The Applicant was incorporated with the sole purpose of promoting and developing 
AQUIND Interconnector, the Project, and will be the undertaker for the purposes of 
the Order.   

4.3 The sole shareholder (100%) of AQUIND Limited is AQUIND Energy Sarl, a 
company registered in Luxembourg with company number B 229924 and 
registered at 26, boulevard de Kockelscheuer, L-1821 Luxembourg.  

4.4 As at 30 June 2018 the total company assets of the Applicant were £13.3m 
according to the annual audited account, mainly consisting of the capitalised 
development costs £12.2m.  

4.5 A copy of the audited accounts for the year ended 30 June 2018 are contained at 
Appendix 1 to this Statement.  

4.6 The updated audited accounts for the year ended 30 June 2019 were submitted 
into the Examination at Deadline 1 (REP1-095). 

4.7 As at 30 June 2019 the total company assets of the Applicant were £25m 
according to the annual audited account, mainly consisting of the capitalised 
development costs £23.3m.  

4.8 A copy of the audited accounts for the year ended 30 June 2019 are contained at 
Appendix 2 to this Statement.  
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5. ESTIMATED PROJECT COST 

5.1 The Applicant continues to work with its delivery partners to understand the costs 
of implementing the Order, which includes costs associated with obtaining 
development consent, construction and land acquisition. 

5.2 The current cost estimate for the Project is approximately €1.4bn (£1.24bn), with 
this estimate being undertaken at beginning of 2019 following two rounds of 
market engagement with potential contractors in respect of the design, 
engineering, supply and installation of converters and cables. 

5.3 The cost estimate has been forecasted in both real and nominal terms, with the 
inflation for the future period taken at a rate of 2%, which is broadly considered a 
target inflation rate by the modern monetary policy1. Whilst this rate of inflation has 
been applied, the Applicant is confident that inflation rates will not significantly 
affect the feasibility of the Project, either in the case of lower inflation or higher 
inflation than the target inflation rate of 2%.  

5.4 The current capital cost estimate for the Proposed Development, based on an 
equal split of the estimated cost of the Project between the elements in France and 
in the UK, is approximately £623m. For the purposes of the Application an equal 
split of capital costs between the French and UK parts of the Project is assumed. 
Whilst there may be some variance in practice, the elements of the Project and the 
costs associated with delivery of the Project in both countries are broadly similar.  

5.5 A broad breakdown of the estimated costs is included in the table below.  

Works/Costs Estimate 

Development costs (including 
professional and other fees) 

£19m 

Construction costs £599m 

Land acquisition costs £4.97m 

Estimated Total Capital Cost £623m 

 

5.6 With regard to estimated land acquisition costs, a breakdown of how these have 
been calculated is as follows:  

Land Acquisition £1,277,000.00 

Acquisition of Rights and Restrictions £1,973,775.21 

Disturbance Compensation £664,980.33 

Injurious Affection £645,000.00 

Professional Fees £410,000.00 

Estimated Total  £4,970,755.54 

 

                                                      
1 https://www.bankofengland.co.uk/monetary-policy  
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5.7 The cost of interest and other debt servicing will be met from revenues generated 
by the Project. The Applicant’s financial forecasts shows that the Project will 
generate sufficient operating profits to ensure that Debt Service Cover Ratio and 
Interest Cover Ratio are at an acceptable level. In addition, generally low interest 
rates have been a feature of the economic situation over the past decade2, which 
creates favourable conditions for securing infrastructure financing. Other debt 
servicing costs, in addition to interest, typically include a commitment fee of around 
2% of the respective debt facility and a reserve fee between 0.5% and 1%. 

  

                                                      
2 The history of Bank of England official rates is available here: 

https://www.bankofengland.co.uk/boeapps/database/Bank-Rate.asp  
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6. PROJECT FINANCING 

6.1 The Applicant has secured from its current investors financing sufficient to support 
the Project until the completion of the development stage, which includes obtaining 
all necessary permissions and authorisations, including the DCO. The Applicant 
has invested approximately £35m in the development of the Project as of 30 June 
2020. The residual cost of completing the pre-construction stage of the Project is 
forecasted at £15m. This amount has been revised taking into account delays as a 
consequence of the Covid-19 pandemic extending the pre-consent stage, and the 
resultant changes in the processes to obtain the required consents.  

6.2 Post the development stage the Proposed Development, and more broadly the 
Project, is to be funded through project finance secured against the operational 
profits (revenues) of the Project.  

6.3 Typically interconnectors have the following streams of revenues: 

6.3.1 Congestion charges - up to 75% of total revenues: Congestion charges 
are charges collected by the interconnector operator for access to the 
interconnector’s capacity from parties wishing to transmit electricity from 
one country to another3. 

6.3.2 Capacity market payments – up to 20% of total revenues: GB 
interconnectors have been able to participate in the GB capacity market 
since 2018. These are the payments for interconnectors providing a 
security of supply services at the time of high demand and/or low supply 
as a stand-by capacity4. 

6.3.3 Ancillary services – up to 5% of total revenues: These revenues arise 
from provision of various services to National Grid and RTE, which they 
require in order to ensure the stability of national transmission systems5. 

6.4 In addition, the revenues from the commercial use of the FOC within the Project 
may contribute an additional 5% of total revenues. 

6.5 The cost of regular operation and maintenance of the Project are very low 
comparing to most of other types of energy infrastructure and are expected to be 
at the level of around 1% of the capital costs, or nearly 2% of capital costs if 
business rates in England and local land-related taxes in France are included. 

6.6 Accordingly, it is expected the revenues to be generated will leave sufficient cash 
flows available to repay project finance debt and provide adequate returns to 
investors. 

6.7 The Applicant expects that the financing will be arranged on the basis of project 
finance debt with the tenure of 15 to 25 years constituting circa 70% of the total 
capital costs of the Project, with the remainder to be financed with equity.  

6.8 It is anticipated that equity capital will be derived from leading international 
infrastructure funds, and that project debt financing will be secured from various 

                                                      
3 Baringa, February 2014, New electricity interconnection to GB – operation and revenues, for Department of 

Energy and Climate Change, available here 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/322005/ne

w_electricity_interconnection_to_gb_operation_and_revenues_baringa.pdf  
4 Ibid, also BEIS, Capacity Market, Five-year Review (2014-2019), available here 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/81976
0/cm-five-year-review-report.pdf  

5 National Grid SO Submission to Cap and Floor, June 2017, available here 
https://www.ofgem.gov.uk/system/files/docs/2018/01/nget_report_to_ofgem_-
_quantified_interconnector_impacts.pdf  
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banking sources and/or institutional investors. Possibilities of export financing by 
export agencies of the countries of origin of key components of the Project are also 
being considered as part of the public tender process. 

6.9 The Applicant has been engaging with a number of potential investors since the 
start of the Project directly, including British and international investment funds and 
international energy companies. The engagement with a group of debt providers 
and equity investors completed for the Applicant by KPMG in 2019 showed that 
subject to obtaining necessary and appropriate consents, permissions and 
approvals, investors consider interconnectors to be an attractive type of future 
investment and therefore the Project is considered to be bankable.   

6.10 Financing for the Project is therefore expected to be subject to grant of the 
development consent order and the settlement of regulatory status of the Project 
(see section 8 of this statement for further information in this regard). 
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7. FUNDING CLAIMS FOR COMPENSATION 

7.1 Compulsory acquisition 

7.2 The Order contains powers to enable the acquisition of land, new rights over land 
and the imposition of restrictions that are necessary in connection with the 
construction, operation and maintenance of the Proposed Development. Such 
powers will be necessary to be used where the necessary land or rights over land 
cannot be acquired by voluntary agreement.  

7.3 In summary, the following land and rights over land are sought for the purposes of 
the Proposed Development: 

7.3.1 Acquisition of all freehold and leasehold interests over land required for 
the construction of a Converter Station at Lovedean; 

7.3.2 Rights to plant and maintain landscaping, including maintaining existing 
hedgerows, on parcels of land necessary to mitigate the visual and 
ecological impact of the Proposed Development;   

7.3.3 Easements authorising the laying, operation and maintenance of the 
HVAC onshore cables between the converter station and the existing 
National Grid substation at Lovedean; 

7.3.4 Easements authorising the laying, operation and maintenance of the 
HVDC onshore cables between the Converter Station at Lovedean and 
the landfall site at Eastney; 

7.3.5 Temporary use of land in connection with the construction and 
maintenance of the Proposed Development; 

7.3.6 Easements of access necessary to construct and maintain the Proposed 
Development; 

7.3.7 Acquisition of all freehold and leasehold interests over land required for 
construction of two optical regeneration stations near to the landfall at 
Eastney. 

7.4 Further details of the rights and interests over land sought for the purpose of the 
Proposed Development are set out in section 6 of the Statement of Reasons 
(Application Document Reference 4.2).  

7.5 Professional advice and landowner negotiations 

7.6 The total estimated maximum costs to acquire the land and rights required in 
connection with the Proposed Development and for which powers of acquisition in 
the Order are sought in relation to are approximately £5m. It should be noted that 
this is an estimated valuation of the worst case land and rights required for the 
Project, and excludes the valuation of the Crown Estate's seabed interest 
(discussed below at paragraph 7.8) and professional fees and stamp duty land tax. 
The Applicant considers that the actual cost of acquiring land and rights required 
will be less than the above sum.  

7.7 The current position regarding negotiations with landowners and those with 
interest in land affected by the Proposed Development is summarised in the 
Statement or reasons (Application Document Reference 4.1).  

7.8 The Applicant has signed an option agreement with the Crown Estate for the 
licencing of a corridor of the seabed being 1,000 metres in width and lying inside 
the territorial limit. Within this seabed area, the Applicant may carry out site 
investigations and / or install temporary works during the option period. The 
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Applicant may elect to exercise the option to draw down the licence within the 
option period (being six years) and once granted, the licence grants the Applicant 
rights to lay, bury, protect and use the section of the cable system for the 
Proposed Development within a certain designated area for a period of 49 years. 
The Applicant is negotiating a further option agreement with the Crown Estate for 
the leasing of a corridor of the foreshore and bed of the river at Eastney, 
Portsmouth. This lease contains similar rights to the aforementioned seabed 
licence.  

7.9 Blight 

7.10 The current cost estimate (see section 5 of this Statement) includes an amount to 
cover the total costs of the payment of compensation for the compulsory 
acquisition of land and rights included in the Order and required in connection with 
the Proposed Development.  

7.11 It is not anticipated that any claims for blight will arise. Should any claims for blight 
arise as a consequence of the Application the cost of meeting such claims will be 
met from the sources of funding described above at section 6 to this Statement. 
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8. REGULATORY STATUS 

8.1 The Applicant continues to work to secure regulatory arrangements for the Project 
which would enable it to operate in the UK and France. In this regard, the 
Applicant presently has two separate ongoing applications for an “exemption” from 
certain regulations which are being considered by the relevant authorities. 

8.2 An application for an exemption under the Electricity Regulation needs to meet six 
criteria set out in the Electricity Regulation. In its decision of 2018, the Agency for 
the Cooperation of Energy Regulators (‘ACER’) assessed the Applicant’s 
exemption request against all six criteria and confirmed that the Applicant passed 
five of the six tests set out in the Electricity Regulation. In relation to the element 
that ACER deemed the Applicant not to have passed, the General Court of the 
European Union has ruled that ACER acted unlawfully as it wrongly created a 
hierarchy between two EU regulations and wrongly sought to create a further 
conditionality for the exemption for which the Applicant had applied. On the basis 
that this approach by ACER was held to be unlawful and given that the Applicant 
had met all other criteria for the exemption, the Applicant has a pathway to an 
exemption in 2021. 

8.3 In respect of the ongoing exemption applications: 

8.3.1 the first application relates to an exemption for the entire Project. This 
application was submitted in December 2017 and was rejected by the 
Agency for the Cooperation of Energy Regulators (‘ACER’). Following an 
unsuccessful appeal to the Board of Appeal of ACER, the Applicant 
brought an appeal before the General Court of the European Court of 
Justice. On 18 November 2020, the General Court annulled the decision 
of the Board of Appeal and this exemption application has therefore been 
remitted to the Board of Appeal to reconsider in light of the judgment; and 

8.3.2 the second application relates to a partial exemption, which was submitted 
to the national regulatory authorities for the UK and France (Ofgem and 
CRE) in June 2020. This application only seeks an exemption for the 
portion of the project in French territory. The application is progressing 
and a public consultation on the application was launched by the 
regulators on 18 December 20206 and which will continue until 29 January 
2021.  

8.4 The grant of either of these exemption applications would allow the Project to 
operate in France. If the second ‘partial’ exemption is granted, further regulatory 
arrangements would be required for the UK portion of the Project. In this regard, 
the Applicant intends to apply for a cap and floor regime, or its 
equivalent/replacement, as soon as applications are invited following the 
conclusion of Ofgem’s present interconnector policy review and the Applicant has 
advised Ofgem of this intention. 

8.5 In this regard the Energy White Paper: Powering our net zero future published by 
the Department for Business, Energy and Industrial Strategy on 14 December 
20207 identifies that Ofgem will work with developers and the UK’s European 
partners to realise at least 18GW of interconnector capacity by 20308, and it is 

                                                      
6https://www.ofgem.gov.uk/publications-and-updates/joint-consultation-aquind-s-exemption-request    
7https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/945899/20

1216_BEIS_EWP_Command_Paper_Accessible.pdf  
8 ibid, page 80.  
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anticipated an appropriate policy mechanism will be introduced to ensure the 
realisation of this increase at least cost to consumers. 
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9. CONCLUSION 

9.1 Whist the Project does not have the benefit of full funding at this stage, this is not 
unusual for a project where the securing of funding is dependent on the securing of 
a development consent order. It is not anticipated that there will be any funding 
shortfalls for the Project in terms of its principal project cost, financing or land 
acquisition at the time of when such finance is required. 

9.2 The explanation set out in this Statement provides a basis for concluding that the 
compensation arising from the potential exercise of compulsory acquisition powers 
under the Order will be met, and that the necessary funding for the development of 
the Project will be secured. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

11/65646587_2 14 

APPENDIX 1 
 

AUDITED ACCOUNTS FOR AQUIND LIMITED FOR THE YEAR ENDED 30 JUNE 2018

























 

11/65646587_2 15 

APPENDIX 2 
 

AUDITED ACCOUNTS FOR AQUIND LIMITED FOR THE YEAR ENDED 30 JUNE 2019 
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