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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 
CURRENT SITUATION
As an ICPE “Installation Classée pour la Protection de l’Environnement”, the SVD 19 power plant is subjected to different administrative authorisations or approvals.

The power plant is mainly composed of:
· a biomass boiler,

· a steam turbine alternator unit 1 (GTA1) of 21 MWe,

· a steam turbine alternator unit 2 (GTA2) of 42 MWe,

· an air condenser system,

· a transformer station HV/LV,

· a biomass shelter,

· an ash silo.

All of these are the followings:

· The Ministerial decree for the SVD 19 power plant

· The prefectural decree for the ICPE site

· The building permit

· The updating of SKCP prefectural decree

· The statutory commitments associated with the electrical connection

· The CRE II contract

Nowadays, all these necessary authorisations and approvals are fully operated and so, the plant is operational from regulatory point of view.

3 
THE CRE II REGULATORY
SVD 19 right to sell electricity at green regulated conditions based in the tender procedure CRE II.

The compliance with this CRE II contract is concerning 4 criteria:

· Respect of the procurement plan, each procurement must not be modified more than 15%,
· Maximum fossil fuel fraction of 15%,

· Energy efficiency, the expected efficiency value of the SVD 19 power plant is 69.5¨%, and must never fall under 10% less,
· Full power availability, yearly operating equivalent to 4000hours in the year.
3.1

Procurement Plan
The procurement plan has to be respected without exceeding more than 15% in each modification of the different fuels of the supply chain.

3.2

Fossil fuel

The entering energy of the fossil fuel has to be lower than 15 % of the total yearly entering energy (on LHV).
3.3

Efficiency
In accordance with CRE II, the effective efficiency of the power plant has an expected value of 69.5%. To respect this criterion, the energy efficiency must not decrease more than 10%, that means to be over 62.55%.

This has absolutely to be respected during the 24 first months after signature of the agreement with CRE, which has been signed in June 2010. Consequently they are 18 months remaining. Otherwise, the difference between the green tariff and the grey tariff has to be reimbursed to CRE. 

If the lost of efficiency happens after the 2 first years and during the 10 first years, the green tariff is decrease by 5% of its value, with a grace period of 2 years. 

If the lost efficiency happens after 10 years, the green tariff is maintained at 100% of its value.

· In case of shutdown of SKCP, the steam production to SKCP has to be stopped. The turbine GTA2 would accept a little more steam and produce a little more electricity, but the efficiency would be lower (25% in the worst case) compare to the initial efficiency of 69.5% when SKCP is running. In this case, the criterion “efficiency” of the CRE II contract would not be respected.
3.4

Availability
Annual availability for the record should remain above 4000 hours per year. The availability announced by DALKIA in the offer SVD 19 has been defined as follows:

In the case of the closure of SKCP, there would only be considered a commitment of 278 320 MWhe/year. We can project two calculations:

· this production would be achieved with an output average power of 40.2 MWe (source: Data room), corresponding to 6923 hours per year. This is comfortable because it would remain 1847 hours per year of non-production, corresponding up to 76 days.
· this production would be achieved with an output average power of 38.5 MWe (source: turbine manufacturer), corresponding to 7229 hours per year. This is also comfortable because it would remain 1531 hours in the year of non production, corresponding up to 64 days.
3.5

Electricity production of November 2010
Electricity production records were made by DALKIA from 1 to 21 November 2010.

Our experience permits us to qualify the electricity production records results as acceptable regarding the fact that SVD 19 is at the beginning of the commissioning period.

Considering the 45.6 MWe average realized beginning of November 2010, the production is about 1% under the yearly average production. 
The present report is based on the available data until 21st of November 2010. CdF INGENIERIE will continue to analyze over the rest of November and first half of December 2010, to confirm the conclusion.
4 
CASE OF POTENTIAL SKCP SHUTDOWN
The closure of the paper mill will particularly involve the main following points:

· the stop of the black liquor boiler and the GTA1 which will impact the internal biomass supply and the green electricity production,

· the decrease of the electricity production,

· the decrease of the efficiency which will be under the CREII level and could involve the payment of penalties,

· the reorganization of the different subsets located in the SKCP property limit,

· the no longer supply of the part of steam which is necessary to the SKCP paper mill process,

Because of this new settlement of SVD 19 power plant operating, the CRE II contract commitments are in particular, concerned as follow:

· Only the first criterion, limit for fossil fuels of 15% could be respected, without any correction measure.
· The respect of the biomass supply plan: it will be heavily impacted by the black liquor stopping. CRE II permits the modification of the plan only from 6th year of the purchase contract. In case of shut down of SKCP, SVD 19 will have to put in place a new biomass supply Plan and will need prior agreement by the Prefect.
· The annual availability has to be greater than 4 000 h/year in equivalent full power as announced in the initial commitment of SVD 19). This availability will not be reached with only the GTA2.In this case the plant would have to ask to CRE for a special repeal.
· The energy efficiency of the initial project was established on the basis of an efficiency of 69.5% due to the high part of cogeneration including steam delivery to the paper mill. Without this cogeneration part because of the shut down of the paper mill, the efficiency will drop to about 26% and so this criterion will not be respected.

This last non compliance with the corresponding criterion for CRE II introduces penalties cases. They are linked with the period when it occurs:

· First two years of CRE II contract: the penalties are fully applicable. SVD 19 has to pay back the difference between the green electricity tariff and the grey one.

· Between two and ten years, the rate remains unchanged for 2 years, and then a decrease of 5% is applied to the subsequent years to restore the initial efficiency of 69.5%.

A correction plan has to be submitted to the Prefect with one month delay. If respected, penalties are not applied.

· After ten years, they are no penalties for SVD 19.

In fact, we can consider as critical period the two first years of operation. This period started with the signature of the CRE agreement of the plant that happened last June 17th, 2010. So we can consider a critical period for the next 18 months.
5 
INTERMEDIATE POSITION BETWEEN CURRENT SITUATION AND POTENTIAL SKCP SHUTDOWN
This chapter deals with the necessary adaptation of the installations to put in order the SVD 19 plant following a potential closure of the SKCP paper mill.

Different cases are to be analysed, such as:

· Stopped installations

Some of the SKCP facilities will probably be stopped and new facilities should be put in place to replace them.

This situation occurs especially for the effluent treatment plant and for the demineralization station which will be sized for the sole purpose of the plant.

· Refurbished installations

This situation will happen notably for the common ash silo.

· Installations which may be included within the scope of the new plant

This situation occurs especially for the additional biomass storage area and for the biomass packaging installations.

· New perimeter

The redefining of the power plant perimeter, integrating the PLU (“Plan Local d’Urbanisme”) charges, the ICPE regulation and the acquisition of the paper mill grounds, could be necessary.

After a definitive closure of the SKCP paper mill, the overcoming of the main constraints to permit the power plant to operate in new nominal conditions (38.5 MWe of output) is possible from technical and regulatory point of view.
· Upside thought refitting GTA1

In situation of SKCP shutdown, CdF INGENIERIE has analysed the possibility to increase the output up to 63 MWe through the retrofitting of the turbine GTA1. The ability to still operate the GTA 1 after the closer of the paper mill is a more complicate issue from technical and regulatory point of view.
Technically, the exploitation of the GTA 1 is only possible with a new boiler to replace the stopped black liquor host boiler from SKCP. This means very important investment. Also, this new steam boiler is not in accordance with the SVD 19 Prefectural Decree and the CRE II contract objectives.

CdF INGENIERIE considers unlikely the granting of the necessary revision of the SVD 19 Prefectural decree to be allowed to operate with a new boiler for GTA 1.
In conclusion, in case of shutdown of SKCP, the plant will be able to operate as a pure biomass producer (without any cogeneration) with an out power of 38.5 MWe, the upgrade to 63 MWe is not very likely.
6 
MINOR ASPECTS
To be in accordance with French regulation, a few easy technical adaptations have to be made.
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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 the right to develop a biomass cogeneration project called SVD19 located in the city of FACTURE (BIGANOS/33) in FRANCE under regulated conditions. 

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 CURRENT SITUATION

The SVD 19 power plant is subjected to different administrative authorisations or approvals.
These ones are described hereafter.

2.1 Necessary authorisations and approvals
The necessary authorisations and approvals have been obtained and are the following:

· The Ministerial decree for the SVD 19 power plant

· The prefectural decree for the ICPE site
This decree is the order of the Prefect of authorisation to exploit the plant.

· The building permit

· The updating of SKCP prefectural decree
The SVD 19 “Order of the prefect of authorization to exploit” deals only with the installations within SVD 19 dedicated area (biomass power plant and covered biomass storage and biomass safety storage).

For instance, SKCP added new installations concerned by the ICPE rules like:

· biomass conditioning equipment with “crushers, …” listed under the rubric 2260 of the ICPE nomenclature,

· new biomass and paper storage facilities listed under rubric 2530 of ICPE nomenclature, closed to SVD 19 plant,

· even the Black liquor steam turbine auxiliaries cooling equipment seems to be concerned by the rubric 2920 of ICPE nomenclature,

· even the integration of SVD 19 unit inside SKCP factory.
2.2 Complementary documents 

Regarding the data room, it would be useful, in the aim to have a better technical understanding of the power plant, to find more documentation; anyway the lack of such documentation should not impeach to operate properly the power plant. Such documentation is as following:

· The statutory commitments associated with the electrical connection.
· The electrical grid connection agreement of an electricity producing installation involves among other the compliance with different specifications in the frame of the performance commitment agreement written by RTE, including in particular, the “electrical protections” specifications and the “construction abilities” specifications.

These specifications are established on the basis of the statutory instruments in force at the date of the demand for connection (PTF “Proposition Technique et Financière”) to the network.

In the particular case of the SVD 19 project which is indirectly connected to the grid through SKCP (the head client), the connection agreement (“convention d’engagement de performance”) is attached to SKCP’ CART (“Contrat d’Accès au Réseau de Transport”) contract. This contract has to be renewed to take into account the new production equipment.

At this time, the documents concerning the performance commitment agreement has to be examined later by the Investor regarding the conformity of the installation.

· The CRE II contract

This contract is necessary to obtain the electricity selling price (green price).

2.3 Existing authorisations and approvals

The existing authorisations and approvals are the following:

· The Ministerial decree for the SVD 19 power plant was published on the June 17th, 2008.
· The prefectural decree for the ICPE site was promulgated the May 26th 2010.
· The building permit was signed on February 27th 2009.
· The updating of SKCP prefectural decree dated from February 11th 2010.
· The updating of SKCP prefectural decree for complementary prescriptions dated from March 10th 2010.
· The CRE agreement has been signed on June 17th 2010.
· The statutory commitments associated with the electrical connection.
Nowadays, all these necessary authorizations and approvals are fully operated and so, the plant is operational from regulatory point of view.
3 THE CRE II REGULATORY
3.1 General
3.1.1 Background
The specifications of the invitation for tenders issued by the French energy regulator – Commission de Régulation de l’Energie (CRE) – in December 2006 stipulate that the facilities for production of electricity deriving from biomass resources has to comply with all the applicable laws and standards (article 2.4 of notice 200/S 235 251239), i.e. those applying on the date of the corresponding public tender.

Furthermore, we have to consider the commitments of the French state to develop electricity production from biomass and to give such producer a purchase obligation by EDF of its electricity production at a price which remains unchanged for 20 years (however with an indexation on the labour cost index evolution).

The French state target for electricity production from renewable energy is to obtain 23% of the total production, i.e. a multiplication by 7 of the 2006 situation. This objective has been transposed into the law Nr 2009-967 in August 2009.

The French Authorities dealt with the first CRE I biomass project in 2007. Since then, only few projects were built, and no project was modified. Only the SVD 19 project was authorized by the Prefect to modify its biomass supply after the storm Klaus which occurred recently.

3.1.2 Different Tariffs for renewable energy
“Syndicate of renewable energy” (www.enr.fr) gives some data concerning MWhe electrical price range according to decree giving the price definition rules.
	Sectors
	Date of the tariff order 
	Range of rates for new facilities (metropolitan)

	Combustion of fossil plant materials (biomass)


	16 April 2002
	4,9 c€/kWh 

+ premium for energy efficiency between 0 and 1,2 c€/kWh



	Combustion or explosion of non-fossil plant and animal

	28 December 2009
	4.5 € c / kWh
+ premium resources
biomass of 8 cents / kWh

+ premium for energy efficiency between 0 and 2.5 c € / kWh


	Biogas and méthanisation
	10 July 2006
	between 7,5 and 9 c€/kWh depending on the power

+ premium for energy efficiency between 0 and 3 c€/kWh

+ premium methanation  2c€/kWh 

	Household waste except biogas
	2 October 2001
	4,5 to 5 c€/kWh

+ premium on energy efficiency between 0 and 0,3 c€/kWh




The Minister for Energy may issue tender offers to achieve the objectives set in the context of Programming Multi-annual investment for electricity production, as provided in Article 8 of the Act of February 10, 2000 on the modernization and development of public service electricity The different stages of development of the tender offers are governed by the Decree of December 4, 2002.
Three auctions have been launched so far:

CRE I: the first project allowed to be retained 232 MW in January 11, 2005 at an average feed in tariff per MWh equal to 86 €,

CRE II: the second 314 MW was chosen in June 12, 2008 at an average feed in tariff per MWh equal to 128 €,

CRE III: Third projects retained 250 MW in 22 January 2010 at an average feed in tariff per MWh equal to 145 €,

CRE IV: the fourth was announced in 2010 which will probably be limited to installations above 12 MW electric.
SVD19 was concerned by the second tender procedure CRE II.

3.2 Application to SVD 19

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.

The 4 cases of compliance with the CRE II commitments are:

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

· compliance with the supply plan,

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

· compliance with energy efficiency obligation of less than 10 % of the 69.5 % required.

The main contract – frame work agreement – signed between SKCP and SVD 19 on August 7th, 2008 which subject is to formalize the principles of their commercial collaboration, treats as follows, these questions: 

· The applicable legislation and technical regulations, including the environmental and security regulations are those in force on the contract’s signature date and during its execution, particularly concerning gas, liquid or solid effluences and noise pollution (article 3.2 of the contract).

· If there is a change in the legislation or in the regulation which can apply to the power plant – la Centrale – and if this change concerns SKCP’s plant – l’Usine – then, SVD 19 shall first inform SKCP about such evolution to the legislation. If the new regulation has consequences in the fields of the availability of the plant, its security or operating, SKCP shall inform SVD 19 about these consequences and shall realize, at its own expense, the necessary adaptation of its plant. The additional operating costs of the power plant or the modifications of equipment, if any, which are the consequences of the adaptation of SKCP’s plant, are to be paid by SVD 19 (article 3.3.1 of the contract).

· In case of a change of legislation/regulation affecting SKCP’s plant, the latter shall inform SVD 19. If such a change has an incidence of the power plant’s reliability, its security or operating, SVD 19 commits itself to realize the necessary investments for the compliance of the power plant with the new regulation. The additional operating costs of SKCP’s plant or equipment modifications, if any, which are the consequences of the adaptation of SVD’s power plant, are, in this case, to be paid by SKCP (article 3.3.2 of the contract).

3.3 Compliance with the 4 criteria of the CRE II Contract

3.3.1 Criterion 1
Maximum fossil fuel fraction of 15%
SVD 19 needs gas during the start-up of the biomass boiler Metso, or in case of unavailability of the boiler Metso for the auxiliary gas boilers.

SVD 19 is in compliance with this criterion.

3.3.2 Criterion 2

Procurement plan
It has to be respected without exceeding more than 15% in each modification of the different fuels of the supply chain.
The percentage is expressed in PCI – « Pouvoir Calorifique Inférieur », that means LHV – « Low Heating Value ».

In the future, the procurement plan could be modified with the previous agreement of the Prefect.

In case of non respect of this above limit, once the Prefect is informed, he notifies the anomaly to the power plant owner and this one must submit a plan to correct non-conformities to the Prefect.
This plan must be submitted within less than a month.

The SVD 19 procurement plan is composed of 3 different parts:

· Around 219 000 t from SKCP

· Around 200 000 t to 240 000 t from SKCDP

· Around  44 000 t to  84 000 t from DALKIA

The setting-up of the different biomass coming from the 3 above suppliers are enough defined to respect variations under 15% in LHV terms.
This plan appears quite safe in accordance with the 3 suppliers in the current situation.

SVD 19 will be in compliance with this criterion.

3.3.3 Criterion 3

Full power availability (equivalent to 4 000 h/y)
In the data room, DALKIA announced 8520 h/y that means an availability of 97.3%.

CdF INGENIERIE thinks this value is a little optimistic and should recommend to take in account an availability of 95%.

In every case, the criterion availability equivalent to 4000 h/y is completed.

SVD 19 will be in compliance with this criterion.

3.3.4 Criterion 4

Energy efficiency
In accordance with CRE II, the effective efficiency of the power plant has an expected value of 69.5%.
To respect this criterion, the energy efficiency must not decrease more than 10%, that means to be over 62.55%.
The steam produced by the biomass boiler dedicated to SKCP host boiler is contributing to energy efficiency such as the reserve of 10% decreasing seems to be safe.

SVD 19 will be in compliance with this criterion.

3.3.5 Electricity production of November 2010
Electricity production records were made by DALKIA from 1 to 21 November 2010.

Our experience permits us to qualify the electricity production records results as acceptable regarding the fact that SVD 19 is at the beginning of the commissioning period.

Considering the 45.6 MWe average realized beginning of November 2010, the production is about 1% under the yearly average production. 
The present report is based on the available data until 21st of November 2010. CdF INGENIERIE will continue to analyze over the rest of November and first half of December 2010, to confirm the conclusion.
The first production results are consistent with an optimistic conclusion about the compliance with the 4 criteria.

Indeed, after the 3 first weeks, the production results have roughly reached 99% from the expected ones.

4 CASE OF POTENTIAL SKCP SHUTDOWN
4.1 Impacts on the SVD 19 plant

The closure of the paper mill will particularly involve the following points:

· the stop of the black liquor boiler and the GTA1 which will impact the internal biomass supply and the green electricity production,

· the decrease of the electricity production,

· the decrease of the efficiency which will be under the CREII level and can involve the payment of penalties,

· the reorganization of the different subsets located in the SKCP property limit,

The auxiliary facilities which are essential to the operation of the biomass plant, even without taking into account the export of steam to a client, are inside papermaking industry installations.

Indeed the project is characterized by a strong overlapping of the plant in the papermaking industry.

SVD 19 power plant takes advantage of various facilities located in various sectors of the paper mill plant, we can notably mention:

· The biomass packaging station, this facility was partially built by the company SKCP for this project.

· Some biomass storage areas.

· The raw water production.

· The water treatment plant to produce demineralised water.

· The effluent treatment plant.

· The storm water basin. 

· The fire polluted effluents retention basin.

· The compressed air production station. 

· The 13 kV electrical station.

· The 63 kV electrical switchyard.

They require the use of roads and ways through the paper mill. It concerns in particular allowances belonging to the SVD 19 plant, or to areas with equipment operated by SVD 19, or to allowances used by TIGF or RTE (of which SVD 19 may have to go), or allowances including critical installations for the good functioning of SVD 19 but operated by SKCP (of which SVD 19 may have to go, subject to specific agreement).

In case of closure of SKCP, an agreement on these various accessibilities has to be notified. This agreement must clarify access procedures, in particular for the main access to the paper mill. The risks of traffic accidents and their impact have to be analyzed and require specific insurance. For example, we can note that trucks destined for ashes produced by SVD 19 or intended to deliver reagents to the power plant must transit and/or pass on various internal roads of the shutdown paper mill.

· Servitudes
In case of shutdown of the paper mill, the mainly following installations are stopped:
· installations linked and operated by SKCP, as biomass conditioning installation, SKCP biomass storage area and paper storage areas,
· installations owned and operated by SKCP, as demineralisation station, condensate mixing / demineralised water, effluents treatment station, black liquor boiler, various steam cylinders, fire water network, ….

· the 63kV grid connection via the 63kV existing switchyard adapted by addition of a cell,
· biomass conveyors built partly by SKCP,
· many networks of all type : raw water, demineralised water, condensates, steam at various pressure levels, electricity at various voltage levels, 63kV cables, fire water, compressed air, gas, telephony, I&C cables, ground wiring, storm water systems, collection of sewage, effluents collection process.

· Some installations owned by SVD 19 (the turbo-alternator GTA1 of 21 MWe and its auxiliaries, a priori some steam cylinders, ...) are located in existing premises (refurbished, or totally rehabilitated in the project). These installations “benefit” from various fluids produced and managed by SKCP (lighting or emergency lighting, extra water, fire protection, …).

All these questions concerning servitudes, traffic, access, networks must be clarified in order that SVD 19 can easily operate the plant, including in the SKCP property.

4.2 Impacts on the CRE II Contract requirements
In case of the closure of SKCP, the CRE contract commitments are in particular, concerned as follow:
· The share of fossil fuels less than 15% of incoming energy: a priori, the closure of the paper mill should not impact this standard.

· The respect of the biomass supply plan: it will be heavily impacted by the black liquor stopping. The CRE II contract indicates that, for other fuels than biomass, directly from the forest (paragraph 1.2 of the contract), the plan can be modified from the 6th year of the purchase contract of produced electricity (either from the end of 2016/2017) on the basis of new supply conditions which will be subject to an agreement by the Prefect.

The stopping of the black liquor boiler involves removal of half of the biomass needs.
· The annual availability has to be greater than 4 000 h/year in equivalent full power as announced in the initial commitment of SVD 19). SVD 19 has to ensure to the buyer the supply at least of 4 000 * 69.58 = 278 320 MWhe/year.

Dalkia believes that in the case of the closure of SKCP, the coefficient of 76% for green energy is no longer applicable and should be considered a factor of 100% green energy. In this case, it would be necessary to validate this new calculation by the CRE.
If CRE accept this point of view, the new equivalent full power availability is 5231 h. This threshold is technically reachable by the plant.
CRE II has not currently accepted the requalification of the off-take to 100% green energy, i.e. it is still applying the 76% coefficient for green energy.

In case that CRE refuse the requalification of the off take to 100% green energy, the consequence is that the plant has to perform 9.512 h of equivalent full power of 38.5 MWe. This is not reachable because there are only 8.760 h per year.

Necessarily the Investor will have to go back to CRE and try to find an arrangement in this hypothetical situation. On one hand the plant is not technically able to fit with the CRE criteria (whether CRE maintains the hard positioning). On the other hand, the plant helps to fit with the difficult French engagement to produce 23% of energy from renewable sources. 

· The energy efficiency of the initial project was established on the basis of an efficiency of 69.5% due to the high part of cogeneration including steam delivery to the paper mill.

In case of absence of this cogeneration part because of the shut down of the paper mill, the efficiency will drop to about 26% and so this criterion is not respected.
This situation is foreseen in CRE II rules and will involve different consequences depending of the period when the SKCP paper mill will close.

Once SVD 19 has proved that the steam is no longer possible to be supplied because of the shut down of the paper mill to the French administration, the possible situation are the followings:

· Less than 2 years

If this loss is observed in the first 2 years, the repayment obligation is applicable in case of a loss greater than 10/100*69.5=6.95%.

SVD 19 has to pay back the difference between the green electricity tariff and the grey one for the amount of electricity sold and green energy for this first two years.
· Between 2 and 10 years

If the lost of efficiency happens after the 2 first years and during the 10 first years, the green tariff is decrease by 5% of its value, with a grace period of 2 years. 

If the lost efficiency happens after 10 years, the green tariff is maintained at 100% of its value.

A correction plan has to be submitted to the Prefect. 
· More than 10 years

If the lost efficiency happens after 10 years, the green tariff is maintained at 100% of its value.

In conclusion, there is only one critical period which is the two first years after signature of CRE agreement, or with more accuracy, the eighteen coming months.

5 INTERMEDIATE POSITION BETWEEN CURRENT SITUATION AND POTENTIAL SKCP SHUTDOWN

This chapter deals with the necessary adaptation of the installations to put in order the SVD 19 plant following a potential closure of the SKCP paper mill.
5.1 Stopped installations

Some of the SKCP facilities will probably be stopped and new facilities should be put in place to replace them.

They will be designed to be more adapted to current needs of the plant and will be built near the biomass plant in order to make the whole exploitation easier.

This situation occurs especially for the effluent treatment plant and for the demineralization station which will be sized for the sole purpose of the plant.

The different locations will have to be defined in accordance with the ICPE rules and the SKCP Prefectural decree.

5.2 Refurbished installations

Other SKCP facilities which now on are common could be refurbished. They could be fenced and then, they will be deported installations.

This situation will happen notably for the common ash silo.

5.3 Installations which may be included within the scope of the new plant

Other SKCP installations which are located near the biomass plant may be included within the scope of the new plant.

This situation occurs especially for the additional biomass storage area and for the biomass packaging installations.

This scenario is possible in the case of SKCDP also stops its activity of sales of biomass.

5.4 New perimeter
The redefining of the power plant perimeter, integrating the PLU (“Plan Local d’Urbanisme”) charges, the ICPE regulation and the acquisition of the paper mill grounds, could be necessary.

Indeed, currently, the power plant benefits from its interweaving within the factory, especially in terms of:

· Noise level at the limit of the property,

· PLU respect at the limit of the property.

In order to include, as much as possible, additional installations of SKCP in the new power plant and in order to ensure the commitments respected at the limit of the property, the current limits of the biomass power plant may need to be repositioned.

At this step, the whole aspects of the accesses and servitudes will also be treated.
These various developments require, therefore, redefined of rights on grounds and installations.

5.5 Case of the GTA 1
The ability to still operate the GTA 1 after the closure of the paper mill is as much a technical as a regulatory important point.
On the regulatory side, the exploitation of the GTA 1 is only possible with a new boiler to replace the stopped black liquor host boiler from SKCP: this new steam production is not in accordance with the SVD 19 Prefectural Decree and the CRE II contract objectives.

Moreover, the SVD 19 Prefectural decree is consistent with the genuine objectives of the CRE II.
So, it seems very difficult to obtain the necessary revision of the SVD 19 Prefectural decree to be allowed to operate a new boiler for GTA 1.

After a definitive closure of the SKCP paper mill, the overcoming of the main constraints to permit the power plant to operate in nominal conditions is possible. But it will be necessary to clarify these different points with SKCP and French administration.
The resulted power to be sold as “green electricity price” to CRE II will decrease significantly in accordance with the fact the GTA 1 new operating solution does not appear acceptable by French administration.

6 MINOR ASPECTS

6.1 Atmospheric emissions
The French rules concerning the atmospheric emissions for ICPE power plant evolved between the Ministerial decree of June 20th 2002 and future law applicable in January 1st 2013.
This concerns notably:

· New NOx limit value : 200 mg/Nm3
· New dust limit value : 20 mg/Nm3
· New Hydrochloric acid (HCl) limit value : 25 mg/Nm3
· New hydrofluoric acid (HF) limit value : 5 mg/Nm3
· New PAH (polycyclic aromatic hydrocarbon) limit value : 0.01 mg/Nm3
· New VOC (volatile organic compounds) limit value: 50 mg/Nm3.

The contract with Metso (boiler and flue gas cleaning supplier) was based on ministerial decree of June 20th, 2002.

It seems useful that Metso, the steam biomass boiler supplier complies with all the new limit values as defined in the prefectural decree for the ICPE site of May 26th, 2010.

In an ultimate case, the solution could be to invest in a SNCR unit.

The cost would be roughly 1.5 M€.

6.2 Servitudes
Some equipment necessary for the SVD 19 project are located on SKCP site or/and fed by SKCP.
It seems the responsibility, in case of trip or other problems are not completely defined between SKCP and SVD 19, and so, should be clarified.

Concerning the facilities, the case is the same than above; they should be finalized in terms of access for people and vehicles.

The operating of the power plant requires many servitudes to permit the integration of physical links to allow fluid circulation between SVD 19, but also between SVD 19 and SKCP as well as for the people traffic or vehicles one’s.

To summarize, concerning all these kinds of subjects such as servitudes, traffic, access, networks, … it seems better they should be checked in order to let SVD 19 easily operate the plant and its part which is included in SKCP property.

6.3 Electrical aspects
In case of the definitive closure of SKCP, SVD 19 will become head client and will have to sign a new CART contract with RTE.
6.4 Scenario of a gas leak in the boiler room

This kind of scenario is always important and takes place in the hazard study, developed in the DDAE (Operation Authorization Demand File).
Nethertheless, we recommend a complementary check with the notified body which has intervened on the project, in order to control the conformity.

6.5 Gas network
In the framework of an ICPE site, at the level of the terminal point between the gas supplier and the power plant, on the power plant side, a redundant valve has to be installed.
This redundancy seems to be missing on the gas PID, and if so, the installation does not meet the French rules.

This point should easily be solved by adding a second valve.
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