


NOTE from Project-Owner:
18 MW Biomass-based Combined Heat and Power Plant

The project

It is an 18 MW Biomass based power plant (CHP) conceived to be built, owned and operated  on the premises of a large sugar mill in Ukraine. The project location is ABCD, Rivne Region (province), Northern Ukraine. The owner of the mill is XXXX, a large agricultural company in Eastern Europe controlling a 563,000 hectare agricultural land bank across Ukraine. They are the 4th largest sugar producer and refiner in Ukraine, with a total sugar beet processing capacity of 16,700 metric tons per day (ca 200,000 tons of refined sugar annually). It is anticipated that they will take a 39% equity stake in the project company.

Promoter and Project developer 
Mr. FirstName LastName, who is developing the project (completion of techno commercial research and finalization of all permits needed to start construction) along with XXXX will hold a part of the stake in the project company.  Indian EPC Contracting Firm, XYXY, is conceived to execute the project along with a technology provider with extensive straw-fired CHP experience (to be engaged).  They will take a partial stake in the project company by virtue of the project execution.

Salient Features of the Project
a) The Ukrainian partner (who is expected to take a 39% equity stake in the company) is also guaranteeing the supply of feedstock to the project, delivered to site, at pre-negotiated prices, as they desperately need inexpensive process heat and steam from the CHP plant to support the economics of their current and core business activity.

b) The Sugar Mill will contract to buy back 100% of the Heat/Steam Production during the sugar season (Sep-Dec) at Euro 10/ton (this is calculated as a function of the price at which XXXX sells the Biomass Feedstock to the CHP plant), as well as 1.5 Mw of electricity (at market price of biomass-derived electricity). The balance of the energy produced will be sold to the Ukrainian Wholesale Electricity Market (SC”Energorynok”) at a price provided by the newly adopted Green Tariff Legislation.

c) The Ukrainian partner agro company already produces a huge amount of straw by-product from their other crops.  

d) There is already in place an applicable minimum green tariff > 12.4 euro cents/kwh.  

e) Under the current Green Law, Ukrainian Power Transmission and Distribution sector is obliged to buy 100% of all Green Power produced, in preference to any non-Green power available.  

f) The cost of connecting the Green Power production site to the grid is borne by the Power Transmission and Distribution company and not the power producer.  

g) In addition to Green Tariff, current Ukrainian legislation provides 10 years of Income Tax holidays for producers of Biomass and companies which generate and sell heat and electricity from Biomass.  

h) Green Energy projects are currently exempted from VAT.  

i) The present CHP plant replaces an existing CHP plant – it is a ‘modernization and upgradation’, rather than a new power plant, hence permit-gathering and licensing process is much shorter than otherwise.  

FINANCIAL ANALYSIS 

The Company’s financing plan assumes that 30% of the Project’s investment will be in the form of an equity contribution and that third-party financing will provide the remaining 70% as long-term debt. 
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Below is the forecast of the UkrSM-01 Project’s income statement (partial):
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· Contribution ≈ 87.56% 
· Project IRR ≈ 22.16% 
· Equity IRR ≈ 36.65% 
· DSCR ≈ 1.6 (min)/2.2 (avg) over the loan/amortization term 

The key assumptions for the Project are the following: -   

· Revenues 
· Net annual energy generation (Sales) = 119 GWh;  
· Energy Green Tariff >= EUR 123.86/MWh flat rate;  
· Heat off-take (tons of steam) = 113,164; 
· Heat price per ton = 10 EUR flat rate; 

· It is eligible for Carbon Credits, but we have not taken this into account at this stage. 
· O&M Expenses 

· Variable = EUR 16.53/MWh (flat rate for fuel cost);   
· Fixed = EUR 2.16 M/Year (2.0% annual escalation); 
· Medium-term overhaul each 5 years, 

                Major overhaul assumed every 10 years (EUR 0.7mm 2022). 

· Debt assumptions 

· Total debt = EUR 28 M; 

· Tenure = 14 years (2 year construction + 12 year amortization);
·  Interest rate = 8.5% fixed; 
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