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Pattern Energy Group and Samsung Renewable Energy on 8 March 2013 made it to financial close on their South Kent

Wind project in Ontario, Canada – the largest wind farm to be built in the province – with Can$700 million (£452.2m

€521.1m US$678.9m) of debt finance provided by 15 banks.

The competitively-priced 270MW South Kent project is being built as part of the Green Energy Investment Agreement that

is being spearheaded by the province's energy ministry. It will see Samsung Renewable Energy (SRE) parent company

Samsung C&T and its partners develop 2.5GW of wind energy generation projects. 

The project is part of the first phase of around 900MW of renewable energy projects being developed as part of a joint

venture between Pattern and SRE in the region.

The deal gives a boost to the Ontario renewable energy supply chain with Siemens 2.3MW turbines manufactured in the

province. Meanwhile, towers are being supplied from facilities in Windsor, blades from Tillsonburg.

Project Structure

The Ontarian Government passed the Green Energy and Green Economy Act into law on 14 May 2009 to boost investment

into renewable energy projects within the province.

South Kent wind farm is located in the Chatham-Kent municipality to the south west of the province, south of Highway 401,

between the towns of Tilbury and Ridgetown.

It is slated to go online in March 2014 and when complete it will comprise 124x 2.3MW Siemens turbines and supporting

infrastructure that includes:

access roads

34km 230 kV transmission line

2 substations to step the voltage from 34.5kV to 230 kV to enable connection to the Chatham Switching Station (SS)

The South Kent Wind project company on 15 June 2012 received the renewable energy approval (REA) and a favourable

decision from the Environmental Review Tribunal that December.

RES Canada – as general contractor – earlier this week [1 April 2013] started construction on the project.

Access Roads and turbine foundations are expected to be completed in November 2013. Turbine delivery and installation

will start in July 2013, with commissioning expected to run through to March 2014. Land restoration will take place between

April and July 2014.

The project will generate enough energy to supply 100,000 households per annum and a 20-year off-take agreement is in

place with Ontario Power Authority for all power produced at the facility.

The deal is in line with Samsung's Can$7 billion (£4.5bn €5.2bn US$6.8m) investment strategy for Ontario which will see

2.5GW of wind and solar projects installed in the province.

Samsung and Pattern are also moving ahead with 3 other wind energy projects in Ontario for a total installed capacity of

870MW. The wind farms are:

270MW K2 Wind project in the Township of Ashfield-Colborne-Wawanosh

180MW Armow Wind project in the municipality of Kincardine

150MW Grand Renewable Energy Park in Haldimand County

Geoffrey Lehv, vice president of Natixis global infrastructure and projects for the Americas, says: "Under the FiT

programme in Ontario, there are some very good opportunities for renewables – with wind being the most developed of

these opportunities – to provide long-term power in the region.

"South Kent Wind was one of the early applicants to the scheme and was able to solidify an off-take agreement with

Ontario Power Authority. The opportunity here was to get involved in phase 1 of what will be a large-scale rollout of

renewables for developers in the region.

"Samsung C&T is developing a 2.5GW clean energy pipeline in Ontario including 870MW of wind with Pattern, and this

project represented an opportunity to be involved in these significant portfolios from the outset."
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Pattern Energy and Samsung Renewable Energy reached financial close on the 270MW South Kent wind project in Ontario

having secured Can$700 million (£452.2m €521.1m US$678.9m) in debt from a club of lenders in early March [News Story].

The project went out to the bank market more than once, with initial discussions starting in May 2012 and bookrunners

selected later that year. Almost all of the banks that initially looked at the project came into the deal.

Geoffrey Lehv, vice president of Natixis global infrastructure and projects for the Americas, says of the financing: "There

was substantial interest in the deal and it was over-subscribed. This is a strong financing and the sponsors did a good job

of approaching an appropriate number of banks and allocating a reasonable amount of construction/term loan or letter of

credit to keep lenders happy with their allocation. OPA has been refining the FiT programme to make it work for lenders

and this is proof within the market that it works for a large-scale transaction."

The Can$700 million (£452.2m €521.1m US$678.9m) project financing is structured as a construction loan converting into

a term-loan, with the debt tenor running for the construction phase plus 7 years of operation.

The deal has an 80:20 gearing and the debt priced at around Libor +250bp, with limited step ups over the debt term.

The debt financing was led by Mizuho, BTMU and Union Bank – involving 12 participant banks:

BayernLB

BMO

CIBC

Credit Agricole

KeyBank

Manulife

Natixis

NordLB

RBC

RBS

Siemens

Société Générale

The Can$700 million debt package is largely term loan, with a small letter of credit for debt service reserves and O&M

reserves.

Not all lenders took an equal portion of the debt. There were some counterparties on the transaction who were not part of

the swap, so other MLAs took slightly higher portions of the interest rate hedging requirement.

The project will generate an estimated tax revenue of Can$800,000 (£516,800 €595,500 US$775,900) per year.

Tory's was legal counsel to the banks fielding a team that included Milosz Zemanek and Yinka Olusoga.

Osler Hoskin & Harcourt was legal adviser to the South Kent Wind project company on matters including the negotiation of

the turbine supply agreement and balance of plant contracts. The Osler team was led by partner Richard Wong.

Hatch and BowArk Energy were retained by Samsung Renewable Energy and Pattern Energy to assist the sponsors in

meeting the mandatory Renewable Energy Approval requirements. Garrad Hassan was technical adviser to the lenders

while Moore-McNeil was insurance adviser.

Conclusion

Samsung C&T is a global leader in renewable energy development and the Riverstone Holdings-backed Pattern Energy is

an experienced and well-capitalised renewables development company, and this sponsor expertise certainly helped to

drum up interest in this deal.

The developers are jointly planning a substantial project pipeline and, as the first deal in this pipeline, South Kent

presented a significant opportunity for lenders to participate.

On its own terms, the competitively-priced project with a 15-strong team of banks is an impressive one, and the fact that it

forms part of a larger pipeline makes it all the more notable.

Geoffrey Lehv of Natixis said: "This was a well-structured deal with strong cashflow. There is a strong wind resource at the

project site and the fact that it forms part of the first phase of Samsung's Green Energy Investment Agreement with the

government of Ontario made it an attractive investment opportunity."

As well as bringing significant renewable energy generating capacity to Chatham-Kent, the project will create new jobs,

generate tax revenue and provide a boost to the local economy.
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Further reading

Ontario Focus |  Published: 07/02/2013

Ontario is a North American leader in the adoption of green energy policies to facilitate extensive project development, a reputation that

was cemented by its passing of the Green Energy Act in May 2009.

The province's decision to build a clean, reliable energy system while retiring coal-fired electricity generation by 2014 remains the single

largest greenhouse gas reduction measure being undertaken in North America.

Wind output continues to climb and last year [2012] marked the first time that wind supply eclipsed that of coal.
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