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Domsjo Biofuel Project Summary
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e ~350 million EUR investment at Domsjo Fabriker AB.

* 100/140 Kton BioDME/BioMethanol per year from Chemrec gasification of
cooking liquor

* 200 Kton/yr CO2 saving, equivalent to 2200 heavy trucks

Done:

v’ Detailed feasibility, budget quotes, EIA, off-take term sheet. Feasible at current rules
v' EPC offered customary guarantees, also on Chemrec technology

v" Industrial co-investors LOI

v" DG comp approved 55 MEUR Swedish Energy Agency grant. No overcompensation
at current pricing levels under current rules
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Financing large biofuels plants requires successful

handling of all counterparties and risks. Political risk
is the most difficult v
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Biofuel plant economics dependence on

Biofuels price and CAPEX (Generic case,

MEUR except where ir&ated y j Re)ewable Renewable Fossil energy
energy price energy price price
Plant production and CAPEX Plant financials FFF-level (Ethanol Ige eqv (Gasoline)
Million litres gasoline equivalent* 182 EUR/Ige Biofuels price 1.3 0.90 0.60
Gross CAPEX (490) Revenues 232 164 109
Avoided cost for Recovery Boiler 250 Opex (64) (64) (64)
Net CAPEX (240) EBITDA 168 100 45
*~2500 tdds/d Black Liquor;~ 85% larger than Domsjo  Gross Payback, yrs 2.9 4.9 10.9
Net payback, yrs 1.4 24 5.3
Conclusions:

1st project excl. RB benéfit viable at Biofuels prices on proposed FFF-
level (about 1.30 EUR/litre gasoline equivalent) and in line with current
Swedish levels of CO2 and Energy tax exemption.

Following projects excl. RB benefit viable at Biofuels prices at 1G Ethanol
level (about 0.90 EUR/litre gasoline equivalent)

Following projects incl. RB benefit have positive EBITDA at fossil energy
prices (about 0.60 EUR/litre gasoline equivalent)

Summary: As technology matures after 1st big plant biofuels

regulation can gradually be shifted from specific to general
CHEMREC
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Lawmakers did not understand that political
decisions ultimately and irrevocably determine the
fate of Biofuel production projects.
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Investment amount: Learning curve effect
and economies of scale reduce CAPEX from
1:st to n:th Biofuel plant

US CAPEX per ton black liquor (KEUR per tDS/d)

300
Nexant update of Princeton
56 study to reflect Domsjé
250 ” | design, size and cost 490 MEUR gross, 240 MEUR net
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Recap: Financing of 1:st plant
requires higher guaranteed Biofuels
price than gglzlg)vying plants. CHEMREC
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Why was the Domsjo project not completed?

1. Secured funding

200 million EUR, more than half of 350 million EUR total project funding,
arranged as follows:

55 million EUR Swedish Energy Agency Grant, approved by DG Comp.

145 million EUR Pledged by mill owner, EPC Contractor and Int. Oil & Gas
major

2. Missing funding

Debt financing of the remaining 150 million EUR prevented mainly due to
lenders assessment of political risk:

e Swedish CO2 & Energy tax exemption for Biofuels only applicable 1 year
at a time. Project finance requires min 3+10=13 year stable legal
framework.

Letter of Comfort required from Swedish Government did not provide
clarity on long term regulations.
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Summary: Lack of stable regulatory framework stopped the project!!
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Yearly cash flow,

1st 10 years
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Lawmakers did not understand that Short-term &
unpredictable rules for Biofuels mean that capital sees
projects with political risk of losing >100% of cash flow.

If revenues supported by
regulation are lost, the project
cannot service debt and equity

__} 3+10 year debt finance

Investors get their money back
+ return over 20 years

=Debt sevice

=CO02-tax exemption
=Energy tax exemption
=0perating margin
=Investment

*Investment in projects serving debt
over 10-12 years and equity over 20
years is not possible without guarantees
of regulatory stability of similar tenor.
*Green incentives have to make limited
recourse financing work,not only
corporate financing. Cash flow is only
security.
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Executive summary for regulators:

1. Ensure any regulatory- or law proposals for renewable energy are
fit for purpose. i.e. allow financing of large 1st plants on a limited
recourse basis provided other business risks are addressed.

This can only be done by true validation by neutral financial
institutions such as the EIB and/or the World Bank/IFC, not by
experts who are not capital providers.

Not doing so virtually ensures failure and capture by special interest
groups

2. Biofuels quotas may support incumbents, but clearly can not
support the new technology and large 1st plants needed for transition
to fossile free, without additional security on value of renewables
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