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Why EPC Storage Projects Aren't Y our Typical Power Dedl

Y ou know how everyone's hyping battery storage as the "next big thing"? Well, try explaining that
to a corporate finance team when the lithium spot price swings 40% in six months. Unlike solar
farms where panels basically sit there soaking up sun, storage systems perform this intricate dance
between grid signals, market prices, and chemical degradation. Makes lenders sweat through their
collars, if we're being honest.

The Ghosts in the Machine (Literaly)

Take Teda's 300MW Moss Landing project. When phase 111 started tripping offline last summer,
guess what the post-mortem found? Suboptimal air filters causing heat dissipation issues during
peak cycles. Not exactly the sort of risk covered in your standard EPC contract's force majeure
clause. These operational gremlins can torpedo project cash flows faster than you can say
"performance ratio."

"We've seen PPA renegotiations spike 22% Y oY for storage projects above 50MW capacity.” -
BloombergNEF Energy Storage Summit 2024

The Hidden Hurdles in Storage Project Financing

Let's cut through the jargon. When financiers ask about "bankability,” they're really asking: Can
this BESS (Battery Energy Storage System) survive California's duck curve while paying back our
cash? Here's the rub - most EPC contractors promise 7,000 cycles at 80% depth of discharge, but
real-world cycling? Depends entirely on how the grid operator dispatches the asset.
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Chemistry Class Meets Wall Street

LFP vs. NMC batteries aren't just technical specs - they're financing chess moves. Lithium Iron
Phosphate (LFP) might give you lower fire risk (good for insurance premiums), but Nickel
Manganese Cobalt (NMC) often delivers better round-trip efficiency (hello, merchant revenue).
Choose wrong, and suddenly your debt service coverage ratio looks like arollercoaster dip.

30% of financiers now demand third-party cycling smulations
DC-coupled systems see 12% faster equity deployment vs AC-coupled
O&M cost disputes account for 43% of storage project defaults

Dancing With DC/AC Ratios and Performance Guarantees

Your EPC firm promised a DC/AC ratio of 1.3, but inverter clipping during morning grid
congestion eats 18% of potential revenues. Turns out, oversizing the battery bank doesn't mean
squat if the power conversion system can't keep up. That's where corporate financing structures get
creative with liquidated damages tied to clipping losses.

The "Swiss Army Knife" Dilemma

Are these storage systems frequency regulators? Peak shavers? Emergency backup? Multi-use
cases sound great in PowerPoint decks, but try modeling revenue stacking for debt sizing. Most
lenders still force developers to pick a primary revenue stream - it's like asking a Michelin chef to
pick between salt or pepper.

Why Smaller Players Get Stuck at the Financing Gate

Here's the dirty secret: The top 15% of EPC storage projects suck up 78% of available capital.
Why? Because due diligence costs for a $50M storage facility run about $740K - same ballpark as
a $200M solar farm. Banks would rather deploy big checks than mess with "subscale” assets.
Brutal, but that's the game.

Case Study: The 20MW That Couldn't

Minnesotas Iron Range Storage Project had everything going for it - solid offtake agreement,
experienced developer. But at financial close, the lender demanded an extra 2% interest reserve for
"technology obsolescence risk." Killed the equity IRR. Two years later? Those batteries are still in
awarehouse while the developer chases tax equity.

When $/kWh Metrics Lie About Project Viability
We're al guilty of it - comparing storage costs using $kWh like it's the holy grail. But here's the
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kicker: A 4-hour system priced at $280/kWh could actually deliver worse economics than a 2-hour
system at $310/kWh if the revenue stack favors frequency response. Project financing models need
to move beyond simplistic capex metrics to whole-system value analysis.

The Ancillary Services Shuffle

ERCOT's 2023 market saw some storage assets making 72% of revenues from Regulation
Up/Down services. But with FERC Order 881 changing capacity accreditation rules, those income
streams now face cliff edges. Smart EPC contracts bake in retrofit options - like adding nickel-
heavy cathodes - but that requires flexible financing structures upfront.

Pro Tip: Always negotiate "technology refresh” clauses in EPC warranties - most battery
degradation curves assume perfect cycling, which never happens in revenue-maximizing mode.

So where does this leave corporate decision-makers? Stuck between battery vendors promising the
moon and lenders demanding collateralized sunshine. The path forward? Hybrid project structures
that split equipment risk from performance risk, coupled with... well, that's a story for another
voltage level.

Web: https://onepower.pl
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