07 July 2017

BioEnergie Taufkirchen GmbH & Co. KG

Monitoring Note

Corporate profile

BioEnergie Taufkirchen GmbH & Co. KG (BET) operates a biomass cogeneration
plant in Taufkirchen, a community near Munich, Germany. The power plant
generates (1) heating for about 8,000 residential and commercial customers and (2)
electricity. While the heat generated is fed into the company-owned district heating
network, which has a total length of roughly 43 km, the electricity is fed into the
existing power grid. The company generates around 70% of revenues from selling
heat and around 30% from selling electricity. BET issued a senior secured
corporate bond in 2013 with a volume of EUR 15m and a coupon of 6.5% that
matures in July 2020.

Ratings

Corporate Rating BB-
Outlook Stable
Senior Secured Debt Rating BBB-

Rating Rationale

The BB- issuer rating primarily reflects BET’s quasi-monopoly as a producer of district
heating and operator of the local district heating grid in Taufkirchen and nearby
communities. Despite the potential volatility of feedstock prices, e.g. combustibles, the
company generates robust and plannable operating cash flows, which are ample to cover
scheduled investments in the biomass power plant and the expansion of the heating grid.
Nevertheless, the rating is largely constrained by BET’s limited corporate outreach in
terms of size and diversification.

The company’s rather weak financial risk profile, which is characterised by Scope-
adjusted leverage ranging between 5-6x and an EBITDA interest coverage ranging
between 2-3x, also constrains the rating. Furthermore, the company’s liquidity, including
access to credit lines and a shareholders’ guarantee, sufficiently covers upcoming debt
maturities over the next 2.5 years, in Scope’s view. Bolstered by the expectation of
positive free cash flows, key credit metrics are anticipated to improve slightly over the
next few years, whilst, however, remaining at a level which is commensurate with the
current rating. Scope expects that the company is likely to refinance the EUR 15m senior
secured corporate bond in July 2020 by a new bank loan.

Scope’s BBB- rating for the EUR 15m senior secured corporate bond (6.5%
2013/2020) of BET reflects the strong collateralisation of the bond with recoverable
assets. With a collateral package that comprises material parts of its district heating
network, easements, a biomass cogeneration plant, and a liquidity reserve, Scope
considers the recovery prospects of BET's senior secured bond to be very good
(significant  overcollateralisation), which  finds positive expression in the
instrument’'s BBB-rating.

Outlook

The Outlooks are Stable. The Outlook reflects Scope’s expectation that deleveraging will
continue and that EBITDA interest coverage will remain at a stable 2-3x. The rating is
very much constrained by the company’s size and outreach. A lower rating would be
warranted in the case of a significant worsening of BET's EBITDA interest coverage to
below 2.0x.
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Rating drivers

Position as a quasi-monopoly for district heating in
Taufkirchen and surrounding communities

Investment security provided by strongly regulated
market for district heating and electricity from
renewable energy

Robust profitability despite volatile feedstock prices —
as reflected in an EBITDA margin between 25-35% —
given flexible and diversified material sourcing

Flexible pricing model for district heating and direct
marketing of generated electricity

Significant overcollateralisation of senior secured
corporate bond as well as an additional liquidity reserve

Rating-change drivers

A higher rating is remote due to the company’s size and

scope

Negative

Size and scope: high dependency on one service
territory

Exposure to volatile price developments for biogenic
and fossil combustibles

Key person risk

Concentration risk in company’s supplier structure

Financial risk profile weaker than business risk profile
primarily as a result of high leverage

Negative

Deterioration in the company’s key credit metrics as
measured by an EBITDA interest coverage consistently
below 2.0x

Significant deterioration in the value of collateral
package backing BET's EUR 15m corporate bond
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Table 1 — Financial overview

Scope credit ratios

EBITDA/interest cover (x)
Scope-adjusted debt/EBITDA (x)
Free cash flow/Scope-adjusted debt (%)
Liquidity

Cash flows

EBITDA

CIESS

Operating cash flow

Investing cash flow (net)
Dividends

Discretionary cash flow
Scope-adjusted debt

Gross financial debt

Deduct: cash, cash equivalents

Cash not accessible

Scope-adjusted debt (SaD)

25
5.8
8%

>100%

EUR m EUR m

4.0
1.6
3.4
14
0.3
1.6

2.1
1.0

234

2.6
5.7
5%
>100%

4.0
15
3.0
19
0.3
0.7

23.1
1.7
1.0

22.4

2.7
5.0
8%
>100%

4.2
15
2.6
0.8
0.3
15

22.6
2.7
1.0

20.9

Scope estimates

25
5.0
9%
>100%

310
15
2.3
0.5
0.3
15

EUR m EUR m

24.4

20.7
2.2
1.0

19.4

25
4.7
8%
>100%

3.8
15
2.1
0.5
0.3
13

19.0
1.8
1.0

18.2

Sources: BET, Scope expectations
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Disclaimer

© 2017 Scope SE & Co. KGaA and all its subsidiaries including Scope Ratings AG, Scope Analysis GmbH, Scope Investor
Services GmbH (collectively, Scope). All rights reserved. The information and data supporting Scope’s ratings, rating reports,
rating opinions and related research and credit opinions originate from sources Scope considers to be reliable and accurate.
Scope cannot however independently verify the reliability and accuracy of the information and data. Scope’s ratings, rating
reports, rating opinions, or related research and credit opinions are provided “as is” without any representation or warranty of
any kind. In no circumstance shall Scope or its directors, officers, employees and other representatives be liable to any party for
any direct, indirect, incidental or otherwise damages, expenses of any kind, or losses arising from any use of Scope’s ratings,
rating reports, rating opinions, related research or credit opinions. Ratings and other related credit opinions issued by Scope are,
and have to be viewed by any party, as opinions on relative credit risk and not as a statement of fact or recommendation to
purchase, hold or sell securities. Past performance does not necessarily predict future results. Any report issued by Scope is not
a prospectus or similar document related to a debt security or issuing entity. Scope issues credit ratings and related research
and opinions with the understanding and expectation that parties using them will assess independently the suitability of each
security for investment or transaction purposes. Scope’s credit ratings address relative credit risk, they do not address other
risks such as market, liquidity, legal, or volatility. The information and data included herein is protected by copyright and other
laws. To reproduce, transmit, transfer, disseminate, translate, resell, or store for subsequent use for any such purpose the
information and data contained herein, contact Scope Ratings AG at Lennéstral3e 5 D-10785 Berlin .
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