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THIS ANNOUNCEMENT AND THE INFORMATION CONTAINED IN IT ARE NOT FOR RELEASE, PUBLICATION, TRANSMISSION,
FORWARDING OR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN WHOLE OR IN PART, IN OR INTO OR FROM THE UNITED STATES OR
ANY JURISDICTION WHERE TO DO SO MIGHT CONSTITUTE A VIOLATION OF LOCAL APPLICABLE SECURITIES LAWS OR
REGULATIONS.
 
THIS ANNOUNCEMENT CONTAINS INSIDE INFORMATION FOR THE PURPOSES OF ARTICLE 7 OF REGULATION (EU) NO 596/2014
WHICH IS PART OF UK LAW BY VIRTUE OF THE EUROPEAN UNION (WITHDRAWAL) ACT 2018 ("MAR"). UPON PUBLICATION OF
THIS ANNOUNCEMENT, THE INSIDE INFORMATION IS NOW CONSIDERED TO BE IN THE PUBLIC DOMAIN FOR THE PURPOSES OF
MAR.   
 

3 May 2022

Harmony Energy Income Trust plc 
("HEIT" or the "Company")

Company Update

 
Harmony Energy Income Trust plc, an Investment Trust that invests in energy storage assets in Great Britain, today announces a
number of updates since the Company's last NAV and Por�olio update on 22 February 2022.
 
Key Highlights

·      Por�olio Update - construc�on progressing, expedited schedule for Pillswood Project, two further engineering, procurement
and construc�on ("EPC") contracts signed

·      Revised EPC arrangements to reflect certain contractual enhancements and cost increases for the Company
·    Increase in projected revenue assump�ons of c.17 per cent on a NPV basis, confirmed by independent valuer and based on

revised independent revenue forecasts, leading to an expected NAV increase
·    Debt facility agreed (subject to final contract) of up to £60 million on compe��ve terms
·      By end of 2022, the Company expects to have 109MW of opera�ng projects, 203.5MW "under construc�on" and a pipeline of

c.500MW "shovel ready" projects ready for acquisi�on (subject to financing).  All projects expected to be 2-hour dura�on
ba�ery systems

·      Investment Adviser es�mates a net increase in IRR across the Company's por�olio and the dividend target (as published at IPO)
will be maintained

Por�olio Progress and Updated Contractual Arrangements

Por�olio Progress
Since the last update on 22 February 2022, good progress con�nues on the Seed Por�olio Projects. On 29 April 2022 the Company
executed two further EPC contracts with Tesla for the supply, construc�on, maintenance and op�misa�on of the Farnham (20MW)
and Rusholme (35MW) projects, bringing the total number of projects categorised as "under construc�on" to four.
 
In addi�on, the contracts for Pillswood (Phases 1 & 2 - each 49MW, total 98MW) have been varied to accelerate the target
commercial opera�ons date by around five months combined across both phases as further described below.  In rela�on to the
Rusholme Project (35MW), the target commercial opera�ons date has been moved back slightly by three weeks. Target commercial
opera�ons dates for the remaining Seed Por�olio Projects are unchanged and are set out in the table below.
 

Project MW / MWh Loca�on Target Commercial Status
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Opera�ons Date
Pillswood 98 / 196 Yorkshire November 2022 Under Construc�on

Broadditch 11 / 22 Kent December 2022 Under Construc�on

Farnham 20 / 40 Surrey March 2023 Under Construc�on

Rusholme 35 / 70 Yorkshire April 2023 Under Construc�on

Li�le Raith 49.5 / 99 Fife October 2023 Shovel Ready

Total 213.5 / 427    

 
The Bumpers 99MW project (the "Advanced Project") is expected to be acquired by the Company shortly. This will take the por�olio
to 312.5MW (625MWh).

In addi�on, Harmony Energy Limited con�nues to develop addi�onal pipeline projects under its control for acquisi�on by the
Company in due course (subject to financing) as part of the Company's overall 1GW pipeline of BESS projects pursuant to the
pipeline agreement.  By 31 December 2022, the Company expects to have 109MW of opera�ng projects, 203.5MW "under
construc�on" and c.500MW "shovel ready" projects ready for acquisi�on (subject to financing).  All pipeline projects are expected to
be at least 2-hour dura�on ba�ery systems.

Updated Contractual Arrangements
High global demand for ba�eries and rising costs of key raw materials (for example the price of lithium carbonate, a key ba�ery
component, which has increased by over 250 per cent. in the past seven months) has increased pressure on project budgets across
the GB ba�ery storage sector. In light of these challenges and reflec�ng the strong working rela�onship between Tesla and Harmony
Energy, the Company and Tesla have agreed a suite of contractual amendments. The amendments allow Tesla to increase pricing for
the three remaining Seed Por�olio Projects (and the Advanced Project) but simultaneously grant the Company enhanced contractual
terms which allow the Company to maximise profitability in current strong revenue market condi�ons, resul�ng in a neutral impact
on the Company's base case returns.

The key capex increase is primarily driven by increases in Megapack prices in aggregate across the Rusholme, Farnham, Li�le Raith
Projects (and the Advanced Project), however these are substan�ally mi�gated by the following new arrangements:

i.    a reduc�on in the revenue op�misa�on fee chargeable by Tesla for its Autobidder services under the Revenue Op�misa�on
Agreements across all Seed Por�olio Projects (and the Advanced Project);

ii.   improved warranty terms allowing higher cycling over project life across all Seed Por�olio Projects (and the Advanced Project);
iii.  an agreement to bring forward the target commercial opera�ons date for both phases of the Pillswood project to November

2022 (from December 2022 and March 2023 respec�vely), meaning that all 98MW (196MWh) is now scheduled to be
genera�ng revenue for the Company significantly earlier than first �metabled. This increases the capability of the Company to
take advantage of the current high revenues prevailing in the market;

iv.  in rela�on to the Advanced Project, the capex increase will be fully off-set by a "£-for-£" reduc�on in the considera�on due to
Harmony Energy Limited for such project, meaning that Harmony Energy Limited will be en�tled to a significantly lower
considera�on amount, currently es�mated to be less than £1.0 million, payable in considera�on shares (being ordinary shares
to be issued at a price equal to the higher of (i) the most recent published NAV per ordinary share; or (ii) the average of the last
ten business days closing price per ordinary share).  This ensures that the Company's all-in funding requirement for the
Advanced Project remains at the expected £750,000 per MW capacity; and

v.   payment of a large propor�on of the increased capex will be deferred un�l the date of commercial opera�ons of the final
project within the Seed Por�olio, Li�le Raith (currently expected to occur in October 2023), subject to a long-stop date of 31
December 2023. Note that the commercial opera�ons date for the Advanced Project is scheduled to occur several months in
advance of Li�le Raith.

These new arrangements have been reflected in an amended and restated Framework Agreement, revised contracts regarding the
Pillswood and Broadditch projects, and the new contracts in respect of Farnham and Rusholme.  The pipeline agreement has also
been varied to reflect the considera�on offset in rela�on to the acquisi�on of the Advanced Project.

Certain costs in rela�on to each project, the 'civils' works, are variable up to the signing of the relevant EPC contract in which those
costs are then fixed following receipt of tenders from sub-contractors. As such, an aggregate 24.7 per cent. (£3.8 million) of the cash
considera�on in respect of the Seed Por�olio was deferred (the "Deferred Considera�on") and withheld to offset any increase in the
Company's variable capex budget between the date of acquisi�on and the date of contract signing.  Further to the execu�on of the
EPC contracts for Rusholme and Farnham, all pricing is now fixed for the Seed Por�olio, with Li�le Raith remaining as the only
excep�on.  Whilst achieved prices are in excess of those budgeted at the �me of IPO, most of this addi�onal cost has been borne by
a corresponding reduc�on in the Deferred Considera�on, thus shielding the Company from the majority of such increases. The
Company has also introduced addi�onal con�ngency to project budgets over and above these price increases as a prudent measure
for valua�on purposes.

When taking this addi�onal con�ngency into account, and incorpora�ng the addi�onal capex for the Rusholme, Farnham, Li�le Raith
and Bumpers Megapacks (as outlined above) the current modelled budget for the Seed Por�olio (and Advanced Project) has
increased by 7.3 per cent.

Market Update & Revenue Forecasts

Ba�ery storage projects in Great Britain have con�nued to enjoy strong revenue performance from both ancillary services and
wholesale energy trading with exis�ng 2-hour ba�eries earning an average of c.£200k per MW per annum between January and
March 2022.  April saw the launch of two addi�onal ancillary services which are currently under-supplied, resul�ng in even higher
performance for those opera�ng assets. Whilst these markets are expected to stabilise, the overall market condi�ons are expected
to remain strong in a high gas price environment which, according to independent revenue projec�ons, is not expected to stabilise
un�l 2026.

Independent revenue forecasts received by the Investment Adviser in April 2022 are around 27 per cent. higher than previous
forecasts (dated November 2021) on an NPV basis. The Investment Adviser produces its own revenue projec�ons which take into
account independent forecasts as well as por�olio specific items. The Company's Independent Valuer has now agreed an updated
revenue forecast for the Company which is 17 per cent. higher than that which was considered when calcula�ng the Company's NAV
posi�on as at 31 January 2022.  This will be fully confirmed and commented upon in the Company's next NAV update for 30 April
which is due to be published in mid-May.

Indica�ve NAV Update

Taking account of the revised revenue forecasts and the revised contractual arrangements, the next NAV is expected to indica�vely
increase by c.9 pence per share. This does not take into account the signing of the EPC contracts or any other appropriate NAV
movements which will be reflected in the 30 April 2022 NAV to be published shortly. The new arrangements are not expected to
change the Company's dividend target and are expected to have a posi�ve impact on IRR once the Advanced Project is acquired.

Once acquired, the Investment Adviser currently expects the Advanced Project to increase NAV by a further 8 pence per share.
Further valua�on upli�s are expected as projects move through the construc�on phase and into opera�ons.

New Debt Facility

As previously announced, the Company was in advanced discussions with a lender to secure a debt facility to fund (among other
things) the considera�on of the acquisi�on and construc�on of the Advanced Project. The Company is pleased to announce that it



has reached agreement (subject to contract) on commercial terms with Na�onal Westminster Bank PLC in rela�on to a debt facility
of up to £60 million on terms which the Board and the Investment Adviser believes to be compe��ve in the current market.
 Documenta�on in respect of this is expected to be finalised and executed shortly.

Future Pipeline

By 31 December 2022 the Company an�cipates a pipeline of c.500MW "shovel ready" projects, over which it has exclusivity, will be
ready for acquisi�on (subject to financing).  All projects are expected to be at least 2-hour dura�on ba�ery systems. Under the terms
of the pipeline agreement with Harmony Energy Limited, the Company has the right to acquire these projects based on a discount
rate of no less than 10 per cent. unlevered, ensuring the Company will have access to a�rac�ve projects to drive growth regardless
of poten�al cost increases prevailing in the wider market.

Paul Mason, Managing Director of the Investment Adviser commented:

"The case for ba�ery storage remains compelling with unprecedented energy prices and the ever-pressing need for renewable
energy. Holes Bay and Contego, the two opera�ng Tesla ba�ery assets developed by Harmony Energy (in partnership with FRV) are
two of the top performing ba�ery assets in Great Britain. Both are testament to the two-hour dura�on ba�ery and Autobidder
so�ware which we fundamentally believe is the best in the market at the current �me."
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About Harmony Energy Advisors Limited (the "Investment Adviser")
The Investment Adviser is a wholly owned subsidiary of Harmony Energy Limited.
The management team of the Investment Adviser have been exclusively focused on the energy storage sector (across mul�ple
projects) in Great Britain for over six years, both from the point of view of asset owner/developer and in a third-party advisory
capacity.
 
Important Informa�on
 
This announcement contains inside informa�on for the purposes of Ar�cle 7 of MAR. Upon publica�on of this announcement, the
inside informa�on is now considered to be in the public domain for the purposes of MAR. The person responsible for arranging the
release of this announcement on behalf of the Company is Harmony Energy Advisors Limited.
 
This announcement does not cons�tute an offer to sell or the solicita�on of an offer to acquire or subscribe for shares in the
Company in any jurisdic�on. This distribu�on of this announcement outside the UK may be restricted by law. No ac�on has been
taken by the Company that would permit possession of this announcement in any jurisdic�on outside the UK where ac�on for that
purpose is required. Persons outside the UK who come into possession of this announcement should inform themselves about the
distribu�on of this announcement in their par�cular jurisdic�on.
 
This announcement contains (or may contain) certain forward-looking statements with respect to certain of the Company's plans
and/or the plans of one or more of its investee companies and their respec�ve current goals and expecta�ons rela�ng to their
respec�ve future financial condi�on and performance and which involve a number of risks and uncertain�es. The Company's target
returns are a target only and there is no guarantee that these will be achieved. This Company cau�ons readers that no forward-
looking statement is a guarantee of future performance and that actual results could differ materially from those contained in the
forward-looking statements.
 
It should also be noted that any future NAV per Share announced by the Company in due course will, in addi�on to the ma�ers
described in this announcement, also be affected by valua�on movements in the Company's por�olio and other factors including,
without limita�on, purchase prices of ba�ery energy storage systems and components, project development and construc�on costs,
income and pricing from contracts with Na�onal Grid ESO and other counterpar�es, the poten�al for trading profitability in the
wholesale electricity markets and/or Balancing Mechanism, performance of the Company's investments, and the availability of
projects which meet the Company's minimum return parameters in accordance with the Company's investment policy.
 

This information is provided by RNS, the news service of the London Stock Exchange. RNS is approved by the Financial Conduct Authority to act as a
Primary Information Provider in the United Kingdom. Terms and conditions relating to the use and distribution of this information may apply. For further
information, please contact rns@lseg.com or visit www.rns.com. 
 
RNS may use your IP address to confirm compliance with the terms and conditions, to analyse how you engage with the information contained in this
communication, and to share such analysis on an anonymised basis with others as part of our commercial services. For further information about how
RNS and the London Stock Exchange use the personal data you provide us, please see our Privacy Policy.
 
END
 
 

mailto:info@harmonyenergy.co.uk
mailto:Harmony.CoSec@jtcgroup.com
mailto:rns@lseg.com
http://www.rns.com/
https://www.lseg.com/privacy-and-cookie-policy


UPDFLFFAEIIFIIF

London Stock Exchange plc is not responsible for and does not check content on this Website. Website users are responsible for

checking content. Any news item (including any prospectus) which is addressed solely to the persons and countries speci�ed

therein should not be relied upon other than by such persons and/or outside the speci�ed countries. Terms and conditions,

including restrictions on use and distribution apply.

© 2022 London Stock Exchange plc. All rights reserved.

https://www.londonstockexchange.com/disclaimer

