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European Geothermal Deal of the Yeur 2007
 Giirmat Elekirik: Steam dean

[The 8885 million financing for Gidmat’s Germencik power
: project is the first for a pme.:ﬂ.e geothermal project in Turkey, and
b first since the country’s new Renewable Evergy Law came
e -effect. The deal accommodates the slow and halting pro-
gress of dlecricity market, deregularion,
- and sold down strongly o domestic insg-
witions. Turkey hus 4 lor of renewahble
sower potastal, nchuding wind, ro-of-
e hydro, solar and geathermal, msd
Gimat’s deal serves as o serviceable
tesnplaze for the marker.

The 47 4MW geothermal project i be-
ing developed ander a 4%-year lease with
Farkey's General Directosare of Minesal
Research and Bxploradon {GDMREL ke
absorhas 3 40-vear electrrciny mandket Heenss
with the councey’s Energy Muarker Avthar-
iy, The agreements, which were both sign-
L ed i 2804, cover the Germencik resereciz,
i Germencik is located in southwestern
| Turkiy, ronghly berween Timit and An-
talya. Bis geothermal potential has been
spoognised since the 19708, and dhe
GDMRE, a pare of the douniry’s Ministry
of Energy ard Natural Resources, under-
ook indval drlling and geological tests an
thie sive, The project aluo bas an inereon-
ettiim agreement with TEIAS, the stare-
ewned wansmission eperatar,

Citiris Holdings is a diversified conglom-
erate with @ lomg mack recond in constroc
‘iz, $es comsprucrion subsidiary, Ciivis Inssag
v Mihendislils, is the ninch largest in the
oountey, It I:uitf, and s parent i guarn
rewings, the eny and ¢ contract for
the project. Cmmvmzan l'm been undersay sinve February 2086,
and commercial operation is on wack for die end of 2008,

US firm Power Eugincers is the owner's cogineer, has been
responsible for the design of the project, and will also help it
manage constroction and ramp-up ﬂr l‘hn project. The equipment
i lier is Mitsubishi; which is p § proven tech z¥, bat

pnmdmg the buyer with custonvary warrantics, Another Giives
| subsidiary, Gitrenerji Blekorik Urerim Lissited Sicketi, las heen
estabdished tw be rthe dedicared operations and maimmlwe
| congraceor for the project. ;
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The project benchics from 2 fav L i 3 g ;
| enviromanent for renewable power. Lm&: the munmj s ’{‘n}s
| Renewable Energy Law, sl ia

s tarift of Euil,03 ($0.074) per KWh far m ya\m Lindex the
Law, distiburion compandes must buy a cectain proportion of
their Ioad from qualifving generators, and generarors also receive
| a waiver on land lease paymencs and lower !munsanﬂ fies,

| Hloweser, Turkey i corrondy exlm!éetsng surping podwer
 demand, on the back of strong econumic growh of r“rualhiy 7%
pir year and @ growing population. The country’s halancing
warket, o merchane power pool, has witnéssed spikes in power
prices, in part because buyers and scliers soll contracr moch of
their business bilaterally.

Giirmar, for instance, sells jis power under o bilateral one-yege
| sosmzacy, which cardes an option to roll over year-on-year. The
coverzat package for the fnancing steers ehe project away From
disparching oo this macker until both the marker and the gen-
{ erator have built up sufficient credibilive. Nevertheless, the project is
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This combination for

strong focal su

and very tight debt
structuring is likely to
~ become the norm
financings in Turkey

ro carn significantly above the base price under the law.

For nowe, Girmars offtaber, TEDAS, is state-owned, Bur the
Turkivh govesnments privatisation programune 5 ikely to aber dha
electricity sector more widely scon, and seate-owned eoonterpar
ties will probably become private buyers over the Bife of the projece.

WesihB, che lead arranger of rhe 10-vear financing, was man
dated in March 2007 put togerher a structuve designed to deal
with these uncertainties. The foan accompanies $46.1 mitlion i
expuity, atud is denominated in dollars to seflect the sponsar’s p
erence, and swapped 10 rake accountof the project’s Eoro re
streant and o clindnate interest rate tisk,

Seructural enbancements inclode the
sponsor’s gearantee of completion, agree-
mignt to Fand cost overrons, and cony
uing guarantee of construction 12 monchs
sler operations. The fmancing alse in-§
cludes a debr service reserve, operating
expendizue reserve, and 2 $5 million
capital expenditure reserve, all of six)
manths, and backed by a4 letter of credin

The fenders sweep cash for 75% af 2
mven vear's debt service after minbminn
debr service, lowering significantly e
foan’s average life. Only if the del servie
ratio stasds at over 1.83x, and alicr the
sweep has been satisfind, will the sponser
receive diseribmtions. The financing priced:
at 275bp over Libor on aversge.

The lenders have security over mow
project agreements, and all accounts are
held enshore, For this reason, as well
u the size of the project, and the sponsor

preference, the lead arranger sold the debt

down 16 a-group of Turkish banks, Vaidf,
Ishank, Akbank, Tekfen and TSKB o
mitted $1312.5 million to the deal, and
wveere scaked back to $88.5 mitlion, a lide
_above the origingl amennt of $835 milli
This combination for streng ol
support and very tight debr steocrunng
likely 1o becomse the norm for ﬁ::an;.mg\ in Tarkey's emenging
renewable ensgy secror. Glirmat provides a very good subj
for a market first, 2 haseload, iow—uuut smcratar mth a wall
kawvwn sp . Wind and rup-of s, which offera
slightly different risk profile, are the most lkely followers, b
solar and geothermal are likely to follow. B
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