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Making project finance work for the developer
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Investment in projects before financing arranged
Key value drivers
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Financial Close

Planning permission
Land agreements
Grid connection
Detailed wind analysis
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THE PROJECT TIMELINE - IDEAL
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THE PROJECT TIMELINE - PRACTICE
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DEVELOPMENT/CONSTRUCTION/OPERATION —THE PROCESS

Feasibility

Activities

>securing land

>Grid feasibility

>Bird study

>Technical assessment
>Planning constraints

Third Party
Involvement

Land agent
Planning consultant
Bird specialist
Legal advisor

Timescales

5 to 7 months

Development

Activities

>EIA scoping

>prepare environmental
statement

>sign grid connection agt
>Consent

>Construction assessment

Third Party
Involvement

Environmental/planning
consultant

Turbine grid specialist
Legal advisor
Consultees

S| Contractor
Engineering consultant

Timescales

9 to 12 months

Construction

Activities

>Construct windfarm
>achieve purchasers
obligations
>manage health and
safety

>monitor programme
and budget

Third Party
Involvement

Suppliers/contractors
Technical advisors
Grid operator

Legal advisor

Banks

Timescales

8 to 36 months

Operation

Activities

ervice and
maintain turbines

perate site
ell electricity

anage health &
FaiedyParty
Involvement
Turbine service
and maintenance
contractor
General suppliers
Grid operators

Timescales

25 years




Investment in projects (typical 30MW)
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KEY VALUE DRIVERS

Operational
efficiency

Reduce costs Higher
revenues

Integration on to Market Stability
grid system

Ultimate Goal

Highly leveraged project with little or no impact o n the balance sheet.
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Turbine prices — increased by 12 to 20%

Connection costs — increased (value ?)

Alternative contract structure — opportunity for cost savings
Contracting mechanism — opportunity for cost savings

Integration on to

grid system

Grid code compliance — solutions available
Final sums liability - unacceptable
Connection dates — planning permissions likely to be void before

connection achieved Ajrtricity



Market Stability

 Technology understood and reliability levels be achieved

e Current onshore wind ROC mechanism — it works and it doesn’t need
fixed

o Turbine availability??
« Delay in planning system — restricting investment

Higher

revenues

 Power prices on the increase but..........
« Delays in planning process — achieving higher PPA price
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Operational
efficiency

« Achieved through technology improvements

« Achieved through planned maintenance

* Achieved by !mnroved service by turbine suppliers
* Achieved by d=dicated maintenance team
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Project finance for wind projects

e Does it work? Yes

 What is required?
« Mitigation of risks
* Revenue risk — solid Power Purchase Agreement
« Completion risk — good construction management
» Operating risk — proven technology, operating track-record.

« Airtricity has used project finance for 15 projects

 We expect steady growth in UK, USA, Canada and China in the

coming years. Our model will be used in these markets . . |
Alrtricity



View of the developer

Goals need to agreed upfront.

Get the right advisers,
contractors, suppliers, etc

Document list agreed at start of
financial close

Key issues on the table. Open
communication

Funder introduction — when is the
right time

Remember that a wind farm is
being constructed

Groundhog day????
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After the financial close party
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Building a windfarm - How hard can it be?
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Operating a windfarm — How hard can it be?

» Operational Phase ar y
* Five warranty and malﬁ-I ontract r £l’OYme supplier
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Ardrossan wind farm at work — a success story



Summary

* Wind industry changing

* Project finance works

 Open communication

« Remember the end goal — “a wind farm”
* Risk Management

« 15 projects successfully completed

 Would | recommend it —yes but go in with eyes open



Alan Baker - Chief Executive
Airtricity - Scotland

Thank you for listening



