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01 FINANCING OBJECTIVES



Objectives for Financing Green Methanol

• Project Development Funding: From Concept to Bankability

• Investment Funding: the big game

• Competitiveness: low cost funding

4



PROJECT DEVELOPMENT FUNDING
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02 Project Development 
Funding
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The Valley of Death



Project Finance – Green Methanol

The typical project development process can take 1 to 3 years 
and require 5% to 10% of Total Investment Cost
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Project Development Process 

OperationConstruction Financing and 
ProcurementConcept Feasibility Project & Site qualification

Development: ≤ 10% of project cost

Conceptual Phase
• Business case
• Basic concept:

• Techical
• Economic
• Financial

• Developer(s)
• Main Stakeholders
• Development 

roadmap

Pre-feasibility and detailed 
feasibility analysis 
• Red-flag and fatal flaw analysis

Iterative process – from rough to 
detailed
• Resource assessment
• Site assessment
• Techno-economic concept
• Operation and Maintenance 

concept
• Production yield
• Offtake contract
• Financial yield
• EPC cost estimate
• Permitting roadmap

Project / Site 
qualification
• Geotechnical
• Topograpy
• Environmental & 

Social impact 
Asessment (ESIA)

• Permitting process
• Contract 

negotiations
• Offtake
• Feedstock
• EPC
• Land 

agreement

Equity: 
• Taking in 

additional 
investors into 
SPV

Grants
• definitively 

help

Debt: 
• negotiating debt 

financing strategy
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Project Development Phases & Financial Sources
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Technology companies / EPC contractors  looking to 
supply / construct the projects

Infrastructure & 
Pension Funds

Cleantec Funds

Strategic investors

Capital Markets

Development Companies

OperationConstruc-
tionFinancingConcept Pre-feasibility Feasibility Project & Site 

qualification

Development: ≤ 10% of project cost

PROJECT FINANCE

Grants Grants



9

Project Financing Methanol: 
Issues and Options
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Green MethanolPhoto by Amadej
Tauses on Unsplash

PROJECT FINANCE – Green Methanol

https://unsplash.com/@amadejtauses?utm_content=creditCopyText&utm_medium=referral&utm_source=unsplash
https://unsplash.com/photos/white-concrete-building-on-green-grass-field-near-mountain-under-white-clouds-during-daytime-_0CYrx_jx9o?utm_content=creditCopyText&utm_medium=referral&utm_source=unsplash


Why Project Finance?

11

• Mobilize large amounts of debt 

• Obtain long tenors to increase competitiveness for solar energy

• Leverage investor‘s equity returns

• Economize liquidity

• Share investment risk

• Maintain certain structural discipline for project developers and 
sponsors

Project Finance enables medium and large Synfuel
projects to scale up and make investments sustainable on
a large scale
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Green Methanol will need concessional financing to take off

• Feedstock secured
• Solid Operating Management with track record (Chemical 

Industry)
• Human resources, staff skilled for operations
• Local roots, local value chain

Key 
Success 
Factors

Proven  
Equipment 

at 
Competitive 

Terms

Efficient Operation and 
Management

Low Cost of 
Capital

Stable Investment 
Framework

• Stable Offtake in price & volume
• Transparent and timely permitting process
• Reliable logistics for RE power and feedstock
• Human resources and capacity

• All Proven technology
• Construction Risk Cover from 

EPC (Performance Guarantee, 
Liquidated Damage, 

• Track record & balance sheet

• Political and Regulatory Stability

• Concessional Funding:
• Grants reducing Devex
• Grants reducing Capex
• Low interest rates
• Long tenors
• Risk mitigation facilities (e.g. 

fist loss pieces or 
guarantees)

• Liquid Financial Markets
• Project Finance Experience
• Long Tenors
• Low Cost Financing
• Hedge (interest, FX)



Financial Modelling guides all the way through the Project 
Development and Financing Process
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GMethanol Production

Sales Revenues

OPEX (personnel, fuel, 
repairs, insurance, taxes)

Debt Service (principal, 
interest) and Reserve 
Accounts (DSRA)

Dividends (Interest on 
Equity)

Project IRR: Internal Rate of Return, without Debt

Equity IRR: Rate of Return for Investors

D:E Ratio (also gearing or leverage) it indicates how much debt 
is used to finance the project relative to the value of 
shareholders' equity

DSCR Debt Service Coverage Ratio: is the relation of cash 
available for debt service (principal and interests) and 
debt service

CFADS  Cash Flow available for Debt Service

Cost of 
Product

Key indicator of competitiveness, e.g. USD/GJ or 
USD/to of green Methanol

Some key figures and indicators: 
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..and the various risks of the specific context of the renewable 
energy project... 

Green Methanol 
Project company

Force Majeure: 
War, terror, earthquakes, 
volcanic activity, tsunami, 

Political Risks: 
Expropriation, change 

of law, transfer risk

Financial and Credit 
Risks: 

Interest rate, 
devaluation, inflation, 

banks
Construction Risks: 

Technology, cost overrun, 
time overrun, technical 

realization

Market and Operative 
Risks: 

Energy yield, 
performance, sales 

performance, operative 
costs, competition
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Bankability: Each Risk allocated to a Party best able to handle it 

Project Development 
Company Other Investors

Project Financing 
Banks

EPC Company

Operation and 
Maintenance

Government
Agencies

Gmethanol
Off-taker

Special Purpose Vehicle
(SPV)

Debt

EPC Agreement

Land UsageRenewable
Power Supply

Multilaterals, 
Development Finance Institutions

Equity

O&M Agreement
Permits, 

Approvals
Grants

Knowledge/Equity

Offtake 
contract

Feedstock Supply



The Offtake Contract: Key bankability elements

• Offtaker creditworthiness

• Price fixed or tied/calculabe over long tenor, e.g., 10 years, or 
enhancement structures (e.g. CFD)

• Volumes of green methanol fixed over contract time or 
calculable

• Certification as green methanol

• Risk mitigation: what happens if:  risks 1), 2), 3) 

• What if the project supplies the market?

o Market risk

o Cash cost plus as a minimum price -> lenders will evaluate 
long term minimum market cost for their revenues
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The more competitive the product, the more reliable Project 
Cash Flows
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TAKE AWAYS
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TAKEAWAYS: KEY ELEMENTS FOR FINANCING GREEN
METHANOL

1. Project Development Finance: prepped for the Valley

2. Financial Model: a GPS for the Walk in the Valley

3. Cost Competitiveness: essential for long term viability

4. Secure low cost, clean power supply, tailored to plant 

5. Project Finance: mobilizing big money, sharing risks, low
cost of capital

6. Key Contracts for bankability: 

q Long term, price defined Offtake

q Feedstock supply

q EPC

q O&M

7. Financial facilities to further de-risk are catalytic –
especially for first of its kind investments
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VENTURE THE IMPOSSIBLE
TO ATTAIN THE BEST...

PROF. CLAUDE DORNIER


