
[image: image1.png]<Kl

KOHLBERG KRAVIS ROBERTS & CO.



[image: image12.png]Voluma do bois en milions do tonnes

Par Utilisation

25

15

Par utilisation R
361
W coiecst
W el
266
] I
2012 2015

‘Sources : ADEME. DRAF, GIP ECOFOR CRPF Aquicsine HHIP 0472010

Conversion

en tonnes.

1070000 T

600000 T

500000 T

85000 T

20390007





[image: image4.png]<Kl

KOHLBERG KRAVIS ROBERTS & CO.




[image: image5.png]<Kl

KOHLBERG KRAVIS ROBERTS & CO.




[image: image6.png]CdF NcGENERE




          [image: image2.jpg]



[image: image7.png]CdF NcGENERE




[image: image8.png]CdF NcGENERE



[image: image9.png]CdF NcGENERE



[image: image10.jpg]CdF NGENERE



[image: image11.jpg]8 g8 & 8 8 ¥ g8 8

Chaleur gaz naturet

Chaleur bois.






CONTACTS

CdF INGÉNIERIE

2 rue de Metz

57800 FREYMING-MERLEBACH

France

Tel.: +33 (0)3 87 81 15 67

Fax: +33 (0)3 87 04 13 24

E-mail: energie@cdfingenierie.fr

http://cdfingenierie.fr

AUTHOR CONTACTS

Eddy BECKER

Tel.: +33 (0)3 87 82 86 14

Mobile: +33 (0)6 07 83 13 25

E-mail: ebecker@cdfingenierie.fr

Alain PREBAY

Tel.: +33 (0)3 87 82 86 10

Mobile: +33 (0)6 07 82 98 74

E-mail: aprebay@cdfingenierie.fr

Mathilde ELIAS
Tel.: +33 (0)4 73 34 75 54
Mobile: +33 (0)6 89 87 37 55
E-mail: mathilde.elias@somival.fr
COPYRIGHT © CdF INGENIERIE

All rights are reserved. This document or any part thereof may not be copied or reproduced without permission in writing from CdF INGÉNIERIE

EXECUTIVE SUMMARY

1 
PROJECT OVERVIEW
To achieve the renewable energy development objective of France, the Ministry of Economy, Finance and Industry entrusted the Commission for the Regulation of Energy (CRE) to ensure the implementation of a call for tenders CRE II for the production of facilities producing electricity from biomass.

KKR (KOHLBERG KRAVIS ROBERTS & Co) is interested to acquire the SVD 19 Company, which complies with the CRE II objectives, as part of the WASHINGTON project.

The present report contains the results of the analysis carried out by CdF INGENIERIE on the power plant SVD 19 owned by DALKIA and being part of the portfolio under evaluation of KKR. The plant is located in the industrial area of Smurfit Kappa Cellulose du Pin (SKCP) paper mill located in FACTURE (BIGANOS 33).

2 Wood market Situation in the area of SVD19
Wood is the bio fuel the most used in France. The other bio fuels represent lower quantities and are nowaday oriented to other types of installation than cogeneration type (incineration, methanation – biogas production).

The actual state of energy wood evolves in an important way between the different regions. The global price of the wood fuel depends highly from the local supply conditions; because 30% of the cost is linked to the transport and 25% linked to the storage and handling operations.

Thus, it is necessary to handle with the medium term wood supply chain.

The site of Facture is located in the massif of Landes de Gascogne, first exploited forest massif in France.

Many suppliers are able to deliver important quantities of wood in the SVD19 area.

The comparison between offer and demand shows a balance at medium term with slight surplus for the offer. The price evolution for this trend scenario has a certain stability at medium term.
The failure risk of this balance (less offer than expected or more demand) are minimized by on hand all the possible mean to improve the mobilization  of the resource, and on the other hand the regulation mechanism of biomass supply requested by the CRE.
3 Study of the failure case of existing biomass suppliers of SVD19
The solution proposed by Dalkia supply appears safe in the medium term. This indeed is because it is part of the Veolia group, its involvement in the forestry sector though its subsidiary Wood Energy France and their experience in terms of biomass supply, their ability to change the plan of supply to the plant when a fuel supply fails.

In the case where Dalkia fails, the procurement plan could be easily met by the revision of contracts between SVD19 and new suppliers.

If the SMURFIT KAPPA papermaking site closes, DALKIA remains responsible of the biomass supply its reorganization. The organization of providers should be fully reviewed and the procurement plan amended and submitted for review to the prefect. A new organization could be implemented relatively quickly in the medium term given the availability of fuel wood resource and existing suppliers. Changeover times are estimated to four months.

In the worst case where SKCP would shutdown and DALKIA would fail, the supply plan will have to be change.  The steps to follow will be the same than in the precedent case and the delays will be a little larger, about 6 months, due to the loss of DALKIA and its subsidiary Bois Energie France competences for the new wood supply plan.
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1 PROJECT OVERVIEW

1.1 Project general description

To achieve the renewable energy development objective of France, the Ministry of Economy, Finance and Industry entrusted the Commission for the Regulation of Energy (CRE) to ensure the implementation of a call for tenders CRE II for the production of facilities producing electricity from biomass.

The CRE II Technical specifications about biomass cogeneration projects are in particular dictated by the law Nr 2008-108 dated February 10th, 2000 (article 8) and the decree Nr 2002-1434 dated December 4th, 2002.

There are 4 cases of compliance with the CRE II commitments, which must absolutely be respected.

The cases are the following:

· compliance of the maximum fossil fuel fraction (15 %),

· compliance with the biomass, electricity supply plan,

· compliance with an obligation of full power plant equivalent availability of 4 000 hours per year,

· compliance with energy efficiency obligation of no less than 10 % of the required 69.5 %.

As part of the CRE II, SKCP (SMURFIT KAPPA Cellulose du Pin) and DALKIA France got closer to develop a biomass cogeneration project which is called SVD19 and is located in the city of FACTURE (BIGANOS/33) in FRANCE. 

The aims of this project are to:

· generate bio-electricity sold on the network operated by RTE under the tender of the CRE,

· produce steam for SKCP needs, part of which is substitution of fossil energy consumption (natural gas),

· maximize the value of biomass by-products from the process of SKCP (bark, smalls, sludges, …),

· modernize the energy production equipment of the FACTURE industrial site.

The SVD 19 installations are located close to the existing installations of SKCP, on SKCP land parcels which are at the disposal of SVD 19 for the duration of the contract.

SVD 19 (100% subsidiary of DALKIA France) operates the new installations, with an O&M contract entrusted to DALKIA

DALKIA France wants to sell the SVD 19 biomass cogeneration project.

KKR (KOHLBERG KRAVIS ROBERTS & Co) is interested to acquire the SVD 19 Company as part of the WASHINGTON project. Therefore, KKR requires the assistance of CdF INGÉNIERIE to analyse the current state of the plant and give its opinion.
1.2 Missions of CdF INGENIERIE

The present report contains the results of the analysis carried out by CdF INGENIERIE on the power plant SVD 19 owned by DALKIA and being part of the portfolio under evaluation of KKR. The plant is located in the industrial area of Smurfit Kappa Cellulose du Pin (SKCP) paper mill located in FACTURE (BIGANOS 33).

The analyses have been carried out on the basis of the information made available on the data room and on the outcomes of the November 16th, 2010 site visit. The results are presented in 3 Due Diligences which are:

· The Technical Due Diligence,

· The Regulatory Due Diligence,

· The Biomass Supply Due Diligence.

The analyses have been carried out from a technical point of view taking into account actual plant requirements and CdF INGENIERIE past experience. Further investigations and analysis could be carried out in subsequent phases of the due diligence in order to clarify issues and provide more detailed estimates.
2 OVERVIEW OF BIOMASS SUPPLY IN France

2.1 Use of bio fuels in France

The most bio fuel used in France is wood. This is the first biomass resource for thermal energy and the second for the production of electricity. 

Thermal energy production from biomass France - end 2004: 10,044 with MTOE

· 91.4% from wood resource.
	 
	Consumption
(in Mtoe) 
	 Quantity 
of CO2 avoided
(in Mt of CO2)

	 Individual 

housing
	7,3
	11

	 Group / district heating 
	0,21
	0,5

	 Industry
	1,67
	4,2

	 Total
	9,18
	15,7


· 8.1% of household waste by refuse-incineration containing 50% biomass 
· 0.5% from biogas

Electricity generation from biomass France end 2004: 5.18 TWh of which 
· 64.47% from incineration of waste containing 50% biomass, 
· 26.46% certified wood fuels 
· 7.72% from biogas - fermentation of household waste 
· 1.35% from biogas. 

Production of biofuels and bioproducts in France end 2004
In 2004 biofuels and bioproducts represented 0.74 Mtoe of oil consumption in fuel sectors, petrochemicals and lubricants. In 2010, they could represent 3.3 Mtoe of that consumption. 
	  
	2004
	2004
	2010
	2010

	(en Mtoe)
	Consump-
tion of petrol
	Market share of   
bioproducts 
	Consum-
ption of petrol
	Market share of   
bioproducts 

	Road fuel
	 43
	 0,34
	 42,4
	 2,9

	Basic petro-
chemical and
lubricants
	 8
	 0,4
	 8
	 0,8

	Total
	 51
	 0,74
	 50,4
	 3,7


2.2 The support mechanisms for the development of bio fuels
2.2.1 Wood energy and structure of the forestry sector
The most bio fuel used in France is wood energy. The forest covers in fact 29.2% of the surface of the national territory (16 million hectares) and is a potential important source of energy:  the natural annual increase of French forests is estimated at 140 million m3 for a total annual harvest of 60 million m3. 
So the mobilization of this resource which represents more room for growth is the result of efforts from the government and operators in the industry. The challenges are at different levels: competition with other uses (timber, industrial wood), fragmentation of private forests and operating conditions - ¾ of the French woodland belong to private owners. 
The main feature of the French public development of wood energy is the National Wood Energy plan deployed by ADEME (Agency for Environment and Energy Control). This plan gives national objectives and then declined at regional, departmental and local authorities for funding. The main actions are the creation of individual wood and collective boilers and the structure of wood energy. Thus in many regions specialized companies in the supply of wood energy were created. These companies are either forestry cooperatives that prepare and sell fuel or trading intermediaries.
Supply companies located near the site of Facture are detailed in paragraph 1.4.2.
Private initiatives also structure the industry by securing the supply of the operated facilities. Dalkia is on this point the French operator’s most committed in the forestry sector through its subsidiary Wood France dedicated to supply energy to platforms and boilers of the group.  
2.2.2 Update on other devices
Other organic fuels are subject in France to local projects and research programs as for the recovery of agricultural waste but there are no national plans of support.
Waste from food industries, green waste, agricultural materials or energy crops are currently more oriented towards biogas plants or the manufacture of bio fuels than to biomass cogeneration units. 
2.3 Types of supply chain suppliers

2.3.1 The green waste streams, waste from food industries and energy crops, sorting of biomass 

There are no real supply chains available in France today to operators of CHP for these types of bio fuels:
· Green waste is collected locally and recovered by local authorities in incineration units or (more rarely) methane - biogas. They are sometimes used in compost production units and upgraded in terms of agriculture. Composting dross are used in some installations but are used in certain installations but represent marginal volumes.

· Agricultural waste and food processing sectors are also mainly used for the production of biogas in biogas plants.

· Biomass from sorting centers is mainly used for incineration or biogas production.
Moreover, these supply chains do not seem relevant to research other avenues for the Facture site for the following reasons:
· The location of the plant is located in the Landes, first exploited main forest in France, rich in forest resources and wood processing industries,

· Dalkia France occupies a strategic position in the supply of waste wood and green waste by belonging to the group Veolia, leader of sorting and recycling materials.

2.3.2 The forestry sector: fuel wood

The analysis here therefore focuses on fuel wood.
In France there are different types of wood fuel suppliers.
They are local to national and mobilize this resource differently.

Local suppliers
The local suppliers are individual operators, sawyers, loggers, cooperatives or companies collecting waste whose processing capabilities are limited. They are generally only able to provide one type of fuel and to intervene in the proximity to supply small wood boilers requiring low volumes.
Structures and regional groupings
A number of operators have grouped together in order to meet larger requirements. These networks are most often in the form of cooperatives or companies and have been heavily promoted by the Wood Energy Plan.

Territorial organizations
Some jurisdictions have established organizations dedicated to the development of wood energy and structuring the sector for the supply of several utility services. These organizations are from a political split between local and regional economic stakeholders (farmers, loggers) and work on a perimeter limited to the community holders.
Structures of national scale
Some public or private structures are organized nationally and have an important deterrent force for the supply of fuel wood supply.
· National Forest Office (ONF) and the Union of French Forestry Cooperation (UCFF)

The ONF manages 12 million ha of the public forest and has produced since 2006 through its subsidiary Energy ONF wood chips bound for central heating and biomass (platelet volume sold in 2009: 130 000 t with a strong growth forecast). ONF energy wood handles around twenty local procurement platforms.

The ONF is also capable of searching possible sources of supply based on public forests and private forests through its partnership with the Association of Forestry Cooperation. Both structures are jointly branded Forest Energy ® on the quality of wood chips produced.
· Wood Energy France – Dalkia
Wood Energy France belongs to Dalkia which is responsible for wood supply facilities managed by the group. Wood Energy France provides national coverage through five local companies held across five major regions.
The activity of Wood Energy France covers logging to the management of procurement platforms. This private organization is currently offering the most integrated and thus more security of supply.
The strategy of Wood Energy France is the production of wood chips, in association with local operators, directly sent to the group's facilities.
· SOVEN

This is the central procurement group Cofely GDF Suez. This purchasing unit processes fossil fuels and renewable energy. Their purchases are therefore secure for the group but Soven is not directly involved in the forestry sector unlike Wood Energy France. 

· Enerbois Coop
This company manages a dozen procurement platforms distributed throughout the territory. It includes RBM Savoie pan and BNE. Enerbois Coop implements 500 000 tonnes of wood per year.

2.4 Elements on the prices of organic fuels

2.4.1 Available data concerning price historical of wood
The available data are provided by ADEME and the French Ministery of Environemental and concern the observed price level for the delivery of different types of fuels to heating plants.

Prices evolution of delivered wood prices on the public sector (including delivery, euros including taxes / MWh PCI)

	 
	2003
	2005
	2006
	2007
	2008
	2009

	Sawdust
	7,7
	11,4
	10,9
	13,6
	16
	17,6

	Bark
	7,7
	11,4
	10,9
	5,2
	10,5
	9

	Industrial waste 
	8,2
	10
	8,9
	10
	10,6
	10,4

	Woodchips  for small heating plants
	13,4
	15,8
	19,4
	19,9
	21,2
	19

	Wood chips for heating plant above 1MW
	
	
	
	
	
	17


Those indications must be used with caution as the counting and aggregation method have changed from one year to the other. Moreover, it concerns national average values which may mask some price disparities from one region to the other.
Nevertheless, the 2009 average price for wood chips delivered to big capacity installations corresponds to the internal biomass price considered by DALKIA, and to the 2010 price considered in the prospective study realised by DALKIA in August 2010.
The above table shows that it would be benefit to optimize mixture of bark and woodchips, while increasing the percentage of bark, in order to decrease the price of the global fuel. Nevertheless, this need the prior approval of METSO (boiler and handling supplier) regarding mainly LHV, volume of flue gas and biomass flow to handle.

Regarding the CRE II Biomass supply plan, the quantity of barks and woodchips has to stay in compliance with the maximum of 15% (LHV).
2.4.2 Formation of the price of wood fuels

The diagram below helps to understand the formation of the overall cost of fuel wood:
· 15% management fee and taxes

· 10% Depreciation and equipment infrastructure

· 30% Transportation

· 25% Packaging, Handling 

· 20% Raw Materials

Source: Biomasse Normandie

The price of the raw material therefore intervenes on average only 20% in the formation of the final overall cost of fuel.  Other elements of the formation of the costs are related to the organization of the industry and site co-generation procurement, transportation, storage, packaging, and handling….etc. 

The development of prices of wood fuels is approached later in the document by the assumption of homogeneity of transport and operating / storage for the entire industry on the supply area and focuses on the relationship between supply and demand for changes in the price of raw material.

2.5 Contrasting situations in different regions

The structure of the wood energy is more or less advanced from one region to another. This is the result of various factors:

· Characteristics of forest regions, and more or less easy access to the resource 

· The important role played by the industrial activity structures in the region, more or less dynamic

· The place of wood energy plan managed differently in each region

 and requires a closer look at the state of the industry and suppliers throughout the supply area of the plant. 

3 Current biomass market Situation ON SVD19 AREA
3.1 Focus on the supply area of the site of Facture:

It is well known by experience the CRE power plants with high biomass needs, that the radius of supply should be short so that the cost of bio fuels remains competitive. The existing plants have radii of supply order of 100-120 kilometres. By staying in close range, it also contributes to avoid GHG (greenhouse gas) CO2.

Whereas the site of Facture, with a need for 500,000 tons / year, is the largest French biomass plant at the moment, the area of supply can be regarded as reasonable as it is a bit wider. Supply area defined in this analysis is the Aquitaine region.

3.2 Existing suppliers
In this area of supply, suppliers of large volumes of wood fuels are identified as follows:

· Biomass and Development of the Dalkia Group, whose shareholders are Dalkia France and Wood Energy.  This group works with local operators in the sector to organize the supply of its boilers and cogeneration facilities over a large south west area,
· The Cooperative Agricultural and Forestry South Atlantic (CAFSA): the largest French forestry cooperative that manages 600 000 ha over 13 departments and has its head office in Bordeaux,

· The Group COFOGAR belonging to the network Forestry Cooperation Group (FCG), owner of the mark Forest Energy in partnership with ONF.  COFOGAR has 10 000 members and is the second French forestry cooperative,

· SEOSSE ECO processing, group gathering, storage, recycling of waste wood that support multiple platforms, including those of Bassens (33) and Joose (40) - 120 000 t of waste wood collected in 2008,

· The company SOLAREZO, photovoltaic specialist, is located in the Landes (Ygos Saint Saturnin) and is launching a wood energy industry with a platform that can process 250,000 tons of wood,
· The company EO2 who is building a plant to manufacture wood pellets with a capacity of 150,000 t / year in the Landes, who is a shareholder of ONF,
· Smurfit Kappa Comptoir du Pin, is currently the supplier of the plant.
In addition to these high-volume providers there is a strong concentration of logging companies throughout the supply area. The departments of the Gironde and the Landes alone account for about 350 logging companies.
3.3 The relationship between supply and DEMAND IN medium term
3.3.1 Medium term offer evaluation
3.3.2 The site Facture: a strategic location in the heart of the Landes of Gascogne
The Landes of Gascogne forest is the first French operator whose main features are:
· a strong objective of timber production supplying many processors.

· A cultivated and efficient operating forest model with productivity gains and constant innovation efforts.

· the highest rate of French afforestation: 74.3% to 1.8 million hectares in the departments of Landes, Gironde and Lot et Garonne.

· A single quasi-species: maritime pine.

· A private forest: only 8% of public forest.
The scalability of the resource and the mobilization is strong in this forest.

3.3.3 Forest resources

The forest resource available is determined by the sum of the current crop of wood energy and additional supplies.
The current crop of wood energy:

(Unit per ton)

	
	Dordogne
	Gironde
	Landes
	Lot et Garonne
	Pyrénées Atlantiques
	Aquitaine

	Individual
	430 000
	580 000
	376 000
	240 000
	413 000
	2 039 000

	Collective
	13 000
	18 000
	29 000
	7 000
	9 000
	76 000

	Industrial
	107 000
	167 000
	160 000
	77 000
	33 000
	544 000

	Total
	550 000
	765 000
	565 000
	324 000
	455 000
	2 659 000


Source: ADEME, SERFOB, CRPF Aquitaine Survey CEREN


Current deductions for energy use amounts to 2.66 million tonnes in the supply area of the platform.

Additional availability
The study ADEME 2009 provides an estimate of the additional availability of wood resources for energy use relative to current harvest levels and for the period 2006-2020. The results provided reflect the damage caused by Hurricane Klaus in 2009.
This additional availability depends greatly on the level of fuel prices, because it determines the economic viability of the forest resource mobilization.
The assumption made here is that a slight price increase from 80 to 85 euros / tonne dry. These price levels are also consistent with those modelled by Pöyry in his study scenario. They also correspond to Dalkia’s price for domestic Biomass 2010: 17 euros / MWh.

The result is 1.94 million tons / year of additional availability across the supply area of the plant.
The global forest resource available
The availability of forest resources for wood energy supply area of the plant in 2020 is estimated at 2.66 + 1.94 or 4.6 million tons / year.
3.3.4 By-products from sawmill waste and wood

The potential availability of additional by-products from sawmill is considered invalid in this analysis as applied to the 2007 study CEMAGREF "availability of forest biomass for new energy and industrial uses " concerning the Aquitaine region.

Indeed related mill products are almost fully recovered by the wood processing industries to produce thermal or electrical energy and this should continue in the coming years.
It is the same for wood waste, for which this analysis neglects the ability to improve recycling of matter in the coming years.
This is an undervaluing hypothesis of the estimate of the resource available in wood fuels.

3.3.5 The additional harvestable timber volumes from the storm KLAUS of 2009

Storm Klaus in 2009 heavily reduced the potential harvest of the Landes forest; it went from 7.2 million tonnes per year to 5.9 after the storm, raising fears on a timber resource tension.

The volumes of windblow were collected and packaged in quantities to be used. The Facture plant has received public assistance for the realization of storage areas such as windblow and benefits of this availability of biomass on site for three years.

The consequences of Hurricane Klaus were included in the results of the study ADEME used to determine the additional availability for wood energy in the Aquitaine region.

3.3.6 Wood demand evaluation
Forecast of consumption of fuel wood in Aquitaine
between 2008 and 2015:


· Stability of fuel wood consumption by the individual


· Increased consumption for collective heating networks, pellet production and cogeneration in 2015 which represents the second largest item of consumption with 1 070 00 tonnes

The total consumption of fuel wood is estimated at 4.29 million tonnes in 2015.

3.3.7 Balancing supply and demand scenarios

Balancing supply and demand for wood energy concludes a slight surplus estimation of supply on the horizon 2015 / 2020 
However the surplus obtained by our method of analysis is low, around 300,000 tonnes per year and the projected balance is fragile.

The trend scenario is the same as in the Pöyry study. 

The low surplus of the offer leads to a breaking risk of this balance.

About the risk of lower resource mobilization:

Many professional organizations are located in the Aquitaine and actively work for better mobilization of forest residues, the largest source of potential increase in wood energy resource in this region
Among them are:
· CAFSA whose lines of work are the recovery of stumps of maritime pine, the valuation of coppice woodland in the Dordogne, the development of techniques to optimize the collection of logging residue and small timber, plantation crops and half dedicated.
· The competitive pole "Industries and maritime pine of the Future" which a theme is "Forest Resources and Procurement".
· The European pole "Forest Wood Paper" which carries a strategic research agenda whose main focus is the resource mobilization and research to "customized" supply in quantity and quality.
These initiatives demonstrate the dynamism and commitment of professionals in the region in the problem of wood energy resource and are consistent of a less likelihood of poor mobilization of the latter.
About the danger of over consumption of bio energy sector
The selection of projects from the Regulatory Commission of Energy requires the filing of a procurement plan, informed by the administration and reporting existing uses of competition including plans to supply running biomass plants.
The risk appears therefore to be reduced for a running installation under contract with its suppliers to see strong competition develop on its supply source.

Despite this strong growth in the Aquitaine region, biomass cogeneration should have little impact in the medium term facilities in operation.

3.3.8 Prospective evolution of wood prices in the SVD19 area 
CdFI confirms that the trend scenario and the input data tooken by Pöyry in its prospective analysis of price evolution at the scale of SVD19, and agree the following results:


[image: image3.emf]0

2

4

6

8

10

12

14

16

18

20

201020112012201320142015201620172018201920202021202220232024202520262027202820292030

euros/MWh livré à la centrale

évolution des prix des combusitbles bois livrés à la centrale

pulpwood

wood chips

high quality wood waste

sawdust

 







(Source Poyry)
4 Study of shutdown of current biomass supplieR
4.1 Case Nr1 : Dalkia failure (closure or withdrawal of the group) - the site SMURFIT KAPPA continues to operate:

In this case, the internal biomass would be supplied to the plant by the papermaking process at a rate of 219,000 tonnes per year. The continued papermaking activity with timber needs of 1.5 million tons / year confirms the existence of the company Smurfit Kappa Comptoir du Pin and therefore the possibility of providing 200,000 tons / year of wood fuel to the plant. In fact, the SKCP (219,000 t/year) and SKCDP (200,000 t/year) deliveries are still supplied or remaining.

The loss of supply concerns only the part provided directly by Dalkia, with a maximum of 84 000 t / year.

This volume is composed of biomass in the procurement plan of the plant:

· 10 000 t of energy crops (cultures énergétiques)

· 30 000 tons of wood biomass from sorting waste (centre de tri)

· 44 000 tons of wood biomass after the maintenance of green spaces.

Volumes of wood biomass after sorting or maintenance of green spaces are currently provided by Veolia Environmental Services which could continue to provide the central in an event of failure by Dalkia with a direct contract with SVD 19.

To comply with rules imposed by the contract from CRE II, energy crops could be reduced to a minimum of 8500 tons / year (-15% in incoming LHV for this component). Such a volume can be quickly delivered by other providers than Dalkia and with little overall cost of supplying the plant.

In conclusion, in the case of where Dalkia fails, the plan of supply would be met without great difficulty in the rule of the maximum variation of 15% in LHV entrants.

To conduct, operations would be limited to the exchange of contracts between SVD 19 and Veolia Environmental Services on the one hand and between SVD 19 and a provider of energy crops on the other hand which could be achieved in a short time.

At this level, it should be noted that the problem of replacing DALKIA as operator O and M of the plant is not processed.

4.2 Case NR2: Closing of SKCP – Dalkia stays the operator
In case of closure of SKCP, Dalkia would remain responsible for providing all of the biomass SVD 19.

The share of biomass from Dalkia (84 000 t/year) would therefore continue to be ensured.

The share of external wood fuel provided by SKCDP (200,000 t/year) would be maintained. Indeed a company, strongly affected by the loss of a major outlet for its activity, would need to hold on to other existing markets and seek new ones.

The internal domestic biomass part (219,000 t/year) would disappear if the paper process ceased to exist.

The procurement plan of the platform would be impossible to meet because of the disappearance of paper products and an amendment procedure to the prefect should be triggered by Dalkia.

The following steps would be the following:

1. Development of a new procurement plan under the responsibility of Dalkia

This will offset the loss in paper products and find suppliers able to supply the biomass up to 219 000 t (this volume represents an excess approach of the platform, wood biomass with LHV higher than in paper products).

At this level, it is important to consider that delivery of 1.5 million tons of wood annually for process SKCP would disappear.

It is therefore possible to replace the 219,000 tons of biomass formerly provided by SKCP by delivery of wood biomass equivalent LHV disappeared.

Moreover, the study of the relationship between supply and demand in the medium term concludes a slight excess supply and the necessary quantities of fuel can be mobilized in the supply area of the plant without any difficulty.  Efforts will be focused on the organization of different operators which can provide significant volumes of fuel (CAFS, Cofogar, SOLAREZO, SEOSSE Eco Transformation).

Estimated Time Required: 2 months

2. Submission of the procurement plan with the opinion of the prefect.

Estimated time: 1 to 2 months.

3. Handing over of new supply contracts.

Estimated time: 1 month.

4.3 Case n°3:  SKCP Shutdown and Dalkia failure
In this case, SVD19 has to reorganise a new supply plan, and would have to obtain the approval of the Prefet.
The quantities to consider in this new supply would correspond to all the necessary biomass needed.
The fuels that should compose the new supply plan could be:
· Wood up to 429 000 t/year. The remaining part delivered by SKCP (200 00 t/year) could be delivered by SKCDP if this one will remain after the SKCP shutdown or by a new company which would continue the activity.
The remaining part, 229 000 t/year (overestimated quantity because the wood fuels have a greater LHV then the replaced paper by products) could be delivered by the suppliers mentioned before which will be able to supply important quantities.

· Another part of wood fuels and energetical cultures of 84 000 t/year could be delivered by direct contract between SVD19 and the Véolia group.

This case is quite similar to the case Nr2: closing of SKCP – DALKIA stays the operator concerning different steps to follow and fuels quantities needed which requires new suppliers.
The quite longer delays have to be considered to reflect the loss of DALKIA and its subsidiary Bois Energie France competences in the elaboration of   a new supply plan
That means:

1. Development of a new procurement plan under the responsibility of SVD 19
Estimated Time Required: 2 to 4 months

2. Submission of the procurement plan with the opinion of the prefect.

Estimated time: 1 to 2 months.

3. Handing over of new supply contracts.

Estimated time: 2 month.

5 ConclusionS
After analyzing the local situation of supply and demand and structuring of the supply chain, supply solution proposed by Dalkia seems safe in the medium term.

CdFI’s analysis concludes to a certain stability of medium term prices due to the balance between the increasing offer and the increase of the demand in wood energy in the SVD19 area. 

The possibilities of changing suppliers exist given the projected market conditions in the medium term having a slight excess supply and the presence of regional fuel suppliers dealing with large volumes of fuel.

Beyond the first two years of plant operation under the contract CRE II.
In case of Dalkia failure and the activity of SKCP, the procurement plan and providers may be amended in accordance with the maximum variation of 15% provided by CRE II and within tight deadlines.
In case of closure of SKCP, Dalkia will remain responsible for the supply of biomass.

The procurement plan will have to be amended to replace the paper by-products, by identifying the suppliers of fuel wood in the vicinity of the plant. The new procurement plan will not meet the criterion of 15% and should be approved by the prefect.  Four months delays are to be expected.
In case of shutdown of SKCP and DALKIA’s failure, the steps would be the same as in previous case but should be directly made by SVD19. Thus, the excepted delays would be a little more larger, approximately six month due to the loss of DALKIA competences and its subsidiary Bois Energie France.
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