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OVERVIEW OF THE SOLAR SECTOR IN IRAN AND CURRENT FRAMEWORK
Geographically well suited for solar

Overview of the renewable energy sector in Iran
•
•

•
•

•
•

On the whole, the Middle East energy sector is dominated by low priced
fossil fuels that present both economic and environmental issues
Iran is currently only producing 0.2% of its energy from renewable
sources. The sector is currently made up of mainly wind with c54 MW,
Solar with c15 MW, biomass with c14 MW and hydropower at less than 1
MW
Coupled with the above, Iran has an extremely high level of energy
consumption per capita which led to the Country reaching the peak of its
production capacity in the summer of 2016
The Iranian government is actively pursuing a policy of moving away from
hydrocarbons as a source of production to more renewable sources in
order to create diversity within its energy mix as well allowing to focus
more of its natural resources on exports vs domestic consumption
In 2016, the Government set a new plan that looked to install 5,000 MW
of renewed capacity by 2020 vs the current capacity of c85 MWs
This will help address the future energy shortage as Iran’s consumption
will grow at c6% a year but growth in its generating capacity is only
limited to a third of this

•
•
•

•

Iran has been described as a region with great potential for
solar energy utilization
The average solar radiation in Iran is 4.5 – 5.5 kw h/m2 with
c300 sunny days per year on two thirds of its land area
The higher irradiation rates belongs to central-south areas of
Iran with the average irradiation of 5.2 to 5.4 kWh/m2/day in
Kerman, Yazd, Fars, Kohkiluyeh va Buyer Ahmad, Hormozgan
and Chaharmahal va Bakhtiari provinces
However, most of these regions are dry and dusty land with
higher operation cost of PV systems due to lack of selfcleaning mechanisms in the majority of solar panel systems

Renewables Framework in Iran
•
•

•

Through the Iranian Power Generation, Transmission, Distribution and
Management Company (“TAVANIR”), the Iranian government operates
their Renewable Energy Organisation (“SUNA”)
SUNA was established in 1996 with the original goal to have responsibility
for evaluating Iran’s potential renewable energy sector and trying to
attract private sector investors with a guarantee to purchase any
renewable power produced
But today SUNA’s responsibilities have increased to include acting as the
regulatory authority for developing policies, issuing licenses for renewable
projects and entering into power purchase agreements ('PPAs') with
developers.

Source: CBI, SAMA, World Bank, 2014
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UNDERSTANDING THE PRICING FORMULA & PROCESSES TO SOLAR FARMS IN THE COUNTRY…
Pricing Formula & Tariff Rate
1

Tariff

•1

2.

3.

4.

x

Conversion
Rate

x

Base Tariff in Rials
3,200
4,000
4,900
7,000
8,000

Base Tariff in Dollars
0.10
0.13
0.16
0.22
0.26

The conversion rate is the rate that the farm is producing energy per
its capacity. For instance if a 10 MW farm producers 2MW/h it is
producing at 20%. One of the worlds most productive solar regions,
Arizona operates at c29% whilst England/Northern Europe are closer
to 11-12%

Application &
issue of
construction
permits
1.

Base Rate

3

The base rate is the tariff rate agreed at the time of signing of the
PPA. It varies depending on the size of the project. Please see the
table for the split in tariffs across each farm size

Solar Farm Size
Above 30 MW
30 MW and Less
10 MW and Less
100 KW and Less
20 KW and Less

•2

=

2

Obtaining
further permits
(environmental,
grid etc)

4

Inflation / FX
Adjustment
Factor

x

5

Domestic
Manu.

x

Second 10
year
adjustment

•3

The adjustment rate is a yearly mechanism that can be weighted
more towards the change in the central banks EUR fx rate, or the
change in the CPI rate’s for inflation. This will affect the total tariff
on a yearly basis

•4

The government provides an additional 30% to the rate of the tariff
if the developer purchases all of the required machinery from
Iranian producers. This scales, for instance if one purchases 50%
than they will receive a 15% increase in tariff

•5

For the second 10 years on the PPA, there will be a 30% reduction in
the rate of the tariff

Process

Concluding
Power Purchase
Agreement with
SUNA

In order to start construction a renewable power plant in Iran, an application 5.
must first be sent to SUNA containing the key details of a project
It must be an Iranian entity, therefore foreign investors are required to form
a company in Iran. However it is okay for a foreign investor to hold 100% of
an Iranian company
Upon issuance of the construction permit, other permits such as grid
connection, land permits and environmental preservation need to be
obtained
Once these are received, the investor can commence construction. They will
however, be required to periodically submit progress reports to SUNA

Construction
Phase

Commissioning

Operation
Phase

The plant must be commissioned within 18 months of the conclusion of the
PPA otherwise the tariff at the time of commissioning will be applied rather
than the previous agreed tariff rate at time of signing
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POWER PURCHASE AGREEMENT OVERVIEW

Term

20 years after which the developer can sell to the electricity to private parties subject to the Ministry of
Energies (MoE) approval

Land Cost

The developers responsibility

Design & Finance Cost

The developers responsibility

Payment Currency

Iranian Rials

Payment Guarantees

SUNA to open a letter of credit in Rials in favour of the developer in an Iranian bank for an amount equal to 6
months of payments under the agreement. The subsequent renewals of this letter will be the developers
responsibility. We have heard that by early 1396 that SUNA will be providing payment guarantees backed by
the state

Delay Payments

SUNA to compensate the developer based on a minimum interest rate offered in Iran

Construction Cost

The developer is responsibility for all construction and maintenance costs

Feed in Tariff Rates

The tariff rates announced at the time of signing of the PPA or the applicable tariff rates at the commercial
operation date

Taxation

The developer will be subject to Iranian corporate taxes but will receive tax credits for investing in less
developed regions of Iran

Grid Connection Cost

The developers responsibility to bear the cost of connection to the national grid

Governing Law

Iranian Law

Dispute Resolution Mechanism

If negotiations fail between the two parties, than both parties agree to form a committee with an
independent third party that will help settle the dispute
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POTENTIAL CHALLENGES THAT LIE AHEAD FOR THE SOLAR SECTOR IN IRAN…

Fundraising remains a
challenge

Domestically, the local Iranian banks are not prepared to offer project finance and will only provide
loans at very high interest rates (around 20%).
Internationally, the global financial sector is still hesitant to fund projects in Iran due to the US
sanctions that remain in place

Creditworthiness of SUNA

Developers might be concerned whether SUNA has the financial capability to meet its financial
obligations for payment of the minimum tariff rates announced. SUNA has announced that it will
provide a letter of credit for six months. Additionally there is word that the H2 2017 PPA will have a
sovereign guarantee clause

Local capability

Local developers lack experience and knowledge compared with other jurisdictions where renewable
energy is more developed. Furthermore, in a country where the majority of energy is generated by
fossil fuels, there is a lack of knowledge about the benefits of renewable energy, particularly in rural
areas.

Regulatory framework

Although a German company established a 14MW farm in Iran, The current regulations in place have
not yet been fully tested. There have not yet been sufficient renewable energy projects in Iran to gain
a full understanding of how the regulations will be applied

Land acquisition

For renewable energy projects the location is a key consideration. However, acquiring public
or private land in Iran can be a time-consuming and expensive task for developers
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LOCAL SUPPLIES AND INFORMATION
Local supplier companies
Company

Location

Products

Panel Price
(for a 1MW project)

Pak Atiyeh
(manufacturer) (a)

Razavi
Khorasan

PV panel, microinverter and
structure

Mono (64 cent/watt)
Poly (60 cent/watt)

Sazan Electronic
Industries
(manufacturer)

Semnan

PV panel, inverter
and structure

88 cent/watt

N/A

Moj Gostaran
Alborz
(importer)(b)

Mazandaran

PV panel, inverter
and structure

64 cent/watt

N/A

(a)
(b)

Comments
•

20%

•
•

•

In 2012 Pak Atiyeh acquired production line
of “Aria Solar Sanat Co.”
Micro-invertors are not suitable for power
plants
SEI mutually manufactures 40w inverters
with Tress, a Chinese company
SEI will charge $1.4m for EPC project of a
1MW solar plant with local equipment
Imports South Korean products

In 2012 “Aria Solar Sanat Co.” sold its production line machineries to “Pak Atiyeh Co.”. After significant devaluation of Rial, Aria Solar wasn’t able to continue its operations and wasn’t profitable
since most of its raw materials was imported
Similar to Moj Gostaran, most of other local companies in this field are mainly importers

Considerations on solar energy in Iran
•

Mono panels are suitable for cold and cloudy places whereas poly
panels are suitable for warm climate

•

30% increase in tariff due to using local equipment can be breakdown
to 15% for panels, 6% for inverters and 9% for structure, cables and
rest of the equipment

•

Panel
Efficiency

Iranian panels are better than Chinese panels in Iran (e.g. Yingli)
however they’re not as good as European or South Korean ones

An acquisition opportunity in Iran’s Solar Industry
Sazan Electronic Industries Co. has a 10MW solar plant project which
needs a partner to inject cash to complete and start operation with
following characteristics:
• Capacity of 10MW
• 30 ha land located in North East of Semnan Industrial Zone
• All civil operation of the land is completed

• Base tariff in PPA is 490 Toman per KWH. 22% out of 30% tariff
increase is achievable due to utilizing local equipment
• Project completion needs 14 months
• $11m investments for 70% stake
• Payment term is 40% at the beginning, 30% after 4 months and
remaining 30% after another 4 months

Exchange rate of 37,500 USD/IRR is used
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DISCLAIMER

Please read this disclaimer carefully as it contains important information about the Griffon Iran Consumer Private Equity Fund ("Fund"), its proposed investments in Iran and the current international
sanctions and restrictive measures in relation to Iran.
This presentation, comprising certain written materials/slides and an accompanying oral presentation (together, the "presentation"), is strictly private and confidential and has been prepared by
Griffon Private Equity ("General Partner") and is being provided to prospective investors on a confidential basis strictly in order to enable them to consider subscribing to shares in the Fund.
This presentation is an advertisement and is not a prospectus and has not been reviewed or approved by any regulatory authority. Investors should not subscribe for any shares on the basis of this
presentation. You should conduct your own independent analysis of all relevant data in this presentation and you are advised to seek expert advice before making any investment decision. No person
has been authorised to give any information or to make any representation not contained in this presentation.
The General Partner is acting exclusively for the Fund and will not regard any other person (whether or not a recipient of this presentation) as a client and will not be responsible to any other person
for providing the protections afforded to their respective clients, or for advising any such person on the contents of this presentation or in connection with any transaction referred to in this
presentation. Any such person is recommended to seek its own independent financial advice in relation to any transaction referred to in this presentation.
No reliance may be placed for any purposes whatsoever on the information contained in this presentation or on its accuracy, completeness or fairness. No representation or warranty, express or
implied, is given by or on behalf of the Fund, the General Partner or any of their respective affiliates or partners with respect to the accuracy or completeness of the information contained in this
presentation or on which this presentation is based or any other information or representations supplied or made in connection with the presentation or as to the reasonableness of any projections
which this presentation contains. The aforementioned persons disclaim any and all responsibility and liability whatsoever, whether arising in tort, contract or otherwise, for any errors, omissions or
inaccuracies in such information or opinions or for any loss, cost or damage suffered or incurred howsoever arising, directly or indirectly, from any use of this presentation or its contents or otherwise
in connection with this presentation. Persons reading this document must make all trading and investment decisions in reliance on their own judgement. No statement in this presentation is intended
to be nor may be construed as a profit forecast.
In this presentation, "affiliates" includes, in relation to each of the Fund and the General Partner, their respective holding companies, companies under control of such holding companies, and
subsidiaries and their respective directors, officers, employees, sub-contractors, agents and representatives.
Nothing in this presentation is, or should be relied on as a promise or representation as to the future. In furnishing this presentation, none of the Fund, the General Partner or any of their respective
affiliates undertakes to provide the recipient with access to any additional information or to update this presentation or to correct any inaccuracies therein which may become apparent.
The information contained in this presentation is confidential and may not be reproduced, redistributed, published or passed on, directly or indirectly, to any other person or published, in whole or in
part, for any purpose. This presentation and any further confidential information made available to you must be held in complete confidence and documents containing such information may not be
used or disclosed without prior written consent of the General Partner. In addition, certain information contained in this presentation has been obtained from published and non-published sources
prepared by other parties, which in certain cases have not been updated to the date hereof. While such information is believed to be reliable for the purpose used in this presentation, none of the
Fund, the General Partner or their respective affiliates assumes any responsibility for the accuracy, fairness or completeness of such information and such information has not been independently
verified by the Fund, the General Partner or their respective affiliates. Except where otherwise indicated herein, the information provided in this presentation is based on matters as they exist as of the
date of preparation and not as of any future date, and will not be updated or otherwise revised to reflect information that subsequently becomes available, or circumstances existing or changes
occurring after the date hereof or to correct any inaccuracies in any such information.
This presentation is only addressed to and directed at: (a) persons in member states of the European Economic Area ("Member States") who are "qualified investors" within the meaning of Article
2(1)(e) of the Prospectus Directive (Directive 2003/71/EC, as amended (including amendments by Directive 2010/73/EU to the extent implemented in the relevant Member State)) provided that the
giving or disclosing of this presentation to such person is lawful under the applicable securities laws (including any laws implementing Directive 2011/61/EU of the European Parliament and of the
Council of 8 June 2011 on Alternative Investment Fund Managers (the "AIFM Directive")) in the relevant Member State ("Qualified Investors"); (b) within the United Kingdom, to persons who (i) have
professional experience in matters relating to investments and who fall within the definition of "investment professionals" in Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (as amended) (the "Order"), or (ii) are persons who are high net worth entities falling within Article 49(2)(a) to (d) of the Order, and/or (iii) persons to whom it may otherwise be
lawfully communicated and (iv) are "qualified investors" as defined in section 86 of the Financial Services and Markets Act 2000, as amended; and (c) other persons to whom it may otherwise lawfully
be communicated (all such persons referred to in (a) to (c) above together being referred to as "Relevant Persons"). This presentation must not be made available to persons who are not Relevant
Persons. No person should act or rely on this presentation and persons distributing this presentation must satisfy themselves that it is lawful to do so. No steps have been taken by any person in
respect of any Member State to allow the Shares to be marketed (as such term is defined in the relevant legislation implementing the AIFM Directive) lawfully in that Member State. By accepting this
presentation you represent, warrant and agree that you are a Relevant Person.
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DISCLAIMER (CONT’D)
This presentation does not constitute or form part of any offer for sale or subscription or any solicitation of any offer to buy or subscribe for any securities and neither this document nor any part of it
forms the basis of or may be relied on in connection with or act as an inducement to enter into any contract or commitment whatsoever. The distribution of this presentation and the offering and sale
of participation rights or other securities in certain jurisdictions may be restricted by law and therefore persons into whose possession this presentation comes should inform themselves and observe
any applicable restrictions.
Certain statements in this presentation constitute forward-looking statements. All statements that address expectations or projections about the future, including statements about operating
performance, market position, industry trends, general economic conditions, expected expenditures and financial results, are forward-looking statements. Any statements contained herein that are
not statements of historical fact are forward-looking statements. These statements are not guarantees of future performance and involve a number of risks, uncertainties and assumptions.
Accordingly, actual results or the performance of the Fund, the General Partner or their respective subsidiaries or affiliates may differ significantly, positively or negatively, from forward-looking
statements made herein. Due to various risks and uncertainties, actual events or results or actual performance may differ materially from those reflected or contemplated in such forward-looking
statements. As a result, you should not rely on such forward-looking statements in making any investment decision. No representation or warranty is made as to the achievement or reasonableness of,
and no reliance should be placed on, such forward-looking statements. Nothing in this presentation should be relied upon as a promise or representation as to the future.
Certain figures contained in this presentation have been subject to rounding adjustments. Accordingly, in certain instances, the sum or percentage change of the numbers contained in this
presentation may not conform exactly to the total figure given.
The information with respect to any projections presented herein is based on a number of assumptions about future events and is subject to significant economic and competitive uncertainty and
other contingencies, none of which can be predicted with any certainty and some of which are beyond the control of the Fund and the General Partner. There can be no assurances that the projections
will be realised, and actual results may be higher or lower than those indicated. None of the Fund, General Partner or any of their respective affiliates, assumes responsibility for the accuracy of the
projections presented herein.
This presentation may include track record information regarding certain investments made and/or managed by the General Partner or its affiliates and/or certain other persons. Such information is
not necessarily comprehensive and potential investors should not consider such information to be indicative of the possible future performance of the Fund or any investment opportunity to which
this document relates. The past performance of the General Partner or its affiliates is not a reliable indicator of, and cannot be relied upon as a guide to, the future performance of the Fund.
On July 14, 2015, the P5+1, the European Union, and Iran reached a Joint Comprehensive Plan of Action ("JCPOA"). Subsequently, following confirmation that relevant JCPOA commitments had been
delivered, certain of the international sanctions and restrictive measures relating to Iran were eased or lifted on 'Implementation Day', 16 January 2016, including the majority of previous EU and UN
sanctions on Iran. While this represented a significant relaxation of the sanctions in place against Iran, a number of important restrictions remain in force (including certain sanctions which may affect
financial and investment activity).
In particular, notwithstanding the relaxation of sanctions on 'Implementation Day', certain categories of persons may be prohibited from investing in the Fund. The Fund and General Partner's policy is
to comply with all EU sanctions and any other sanctions applicable to them, and not to engage in activity that would be sanctionable under the sanctions applicable to non-US persons. Before making
or managing any investments in Iranian securities, the Fund and the General Partner will put in place a robust compliance framework based on professional advice with a view to ensuring that its
activities and investments are compliant with EU and applicable US sanctions and restrictive measures in force from time to time regarding Iran.
The Fund will not accept investments from any US Persons (as defined in applicable legislation) or persons whose conduct is subject to US economic sanctions (unless and until such investments are
authorised by the relevant US authorities).
It is the responsibility of the recipient of this presentation to satisfy itself as to its compliance with the legislation of any relevant jurisdiction or territory, including in particular regarding international
sanctions and restrictive measures, and to assess the risk of the imposition of additional sanctions (including under the JCPOA 'snapback' mechanism) that might affect any investment in the Fund or its
valuation or liquidity. It is the responsibility of the reader to satisfy themselves that any business activities will not expose them to liability under the laws of any state to which they are subject.
By attending the meeting where this presentation is made and/or accepting or reading a copy of this presentation, you agree to be bound by the foregoing limitations and conditions and, in particular,
will be taken to have represented, warranted and undertaken that: (i) you have read and agree to comply with the contents of this disclaimer including, without limitation, the obligation to keep this
presentation and its contents confidential, (ii) you will not at any time have any discussion, correspondence or contact concerning the information in this presentation or any related presentation with
any of the directors or employees of the Fund, the General Partner or their respective subsidiaries or affiliates nor with any of their respective suppliers, customers, sub-contractors or any
governmental or regulatory body without the prior written consent of the General Partner, and (iii) you have not received this presentation on behalf of persons in the United States.
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