COMUNICACIÓN DE INFORMACIÓN RELEVANTE
1NKEMIA IUCT GROUP, S.A.

En virtud de lo previsto en el artículo 17 del Reglamento (UE) nº 596/2014 sobre abuso
de mercado y en el artículo 228 del texto refundido de la Ley del Mercado de Valores,
aprobado por el Real Decreto Legislativo 4/2015, de 23 de octubre ponemos en su
conocimiento el siguiente Hecho Relevante relativo a la sociedad INKEMIA IUCT
GROUP, S.A. (en adelante “InKemia” o “la Sociedad” indistintamente).
Dado el avance del proyecto de Biocombustibles Avanzados llevado a cabo por la
subsidiaria británica de InKemia, InKemia Advaced BF Ltd, se decidió solicitar a la
prestigiosa compañía británica en valoraciones de empresas Hogan Lovells, un informe
de valoración del Proyecto empresarial de InKemia Advanced BF Ltd.
Dicho informe, que se adjunta a este hecho relevante, concluye que la valoración
estimada siguiendo el método de “discounted residual profit“ es de 111,51 millones de
euros.
Esta valoración es fruto de la transferencia a esta subsidiaria de la tecnología en
Biocombustibles Avanzados desarrollada por el grupo InKemia durante los últimos 15
años. Dicha transferencia incluye la licencia para la explotación de las patentes
internacionales que InKemia dispone en esta área.
Este informe refuerza la estrategia presentada en el anterior hecho relevante con
respecto al plan de negocio de InKemia.
En Mollet del Vallés a 12 de diciembre de 2017

Fdo: Josep Castells Boliart
Consejero Delegado de 1NKEMIA IUCT GROUP, S.A.

1nkemia Advanced Biofuel Ltd
Biofuel Business Valuation –
Summaryy Version
December 2017
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Executive Summary
•

In accordance with our engagement with 1nkemia Advanced Biofuel Ltd ("1nkemia
( 1nkemia BF
BF")), Hogan Lovells Solutions Transfer
Pricing ("we" or "Hogan Lovells") have undertaken an indicative valuation of the intangible property ("IP"), including patents,
trademarks, copyrights, manufacturing processes and other IP (collectively "the IP"), relating to the 1nkemia BF business.

•

This indicative valuation is for the purpose of supporting management with internal discussions and considering options to
exploit IP through licensing, commercialisation or a potential sale in the future. Should a sale be considered we can provide
further advice regarding the tax valuation and transfer pricing implications of that sale. The report is a summary version of our
full analysis, to be issued mid-December 2017.

•

The application of a discounted residual profit methodology produced an indicative valuation of EUR 111.51 million.

•

A sensitivity analysis
l
off the
h various k
key data
d
inputs to the
h methodology
h d l
produced
d
d an interquartile
l range off possible
bl values
l
off
EUR 72.72 million to EUR 161.61 million, which encompasses the indicative value of EUR 111.51million.

•

The application of a supporting discounted royalty methodology produced a supporting valuation of EUR 109.08 million,
falling within the sensitivity range and corroborating the indicative valuation of EUR 111.51 million.

•

The valuation relies upon facts and information provided by management and employees of 1nkemia BF and its related entities,
particularly forecast data. No independent verification has been sought to validate this information. Consequently, the
description of facts and circumstances in this document reflects our understanding of the situation at the time of our
information gathering. The management of 1nkemia BF has reviewed this report and confirmed that there are no material
misunderstandings
i
d t di
or misrepresentations
i
t ti
off th
the facts
f t gathered
th d d
during
i it
its preparation.
ti

•

Our analysis also uses information obtained from third party sources. We have used our knowledge and experience to assess as
far as is reasonably possible the reliability and accuracy of such third party data, but are unable to guarantee its accuracy.
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Introduction
• 1nkemia BF is looking to value the IP related to the 1nkemia BF business.
• To do this, it is necessary to calculate the value that a third party buyer would assign to the
IP, were it to purchase the IP in an arm
arm'ss length scenario (i.e. where the buyer is wholly
independent from the seller and therefore regular market forces apply to the transaction).
• The value can be calculated using methodology that assesses the potential value of the IP to
the buyer, being the potential profit that could be derived by the buyer in its future use of
the IP.
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Proposed Methodology ‐ Overview
A discounted residual profit methodology has been used to establish an indicative value for the 1nkemia BF
IP, which operates as follows:
1. The total system profit for the 1nkemia Biofuel business is calculated by:
a)

Extrapolating forecast production volumes and selling prices to generate top-line system revenue.

b)

Reducing revenue for operating expenses, including returns for the routine functions being
performed in the 1nkemia BF's business supply chain, namely:
•

Manufacturing (remunerated at Total Costs + 8.5%)

•

Distribution (remunerated at 2% of revenue)

•

Head office/management ("HQ")
( HQ ) activities (remunerated at Total Costs + 5%)

More detail regarding forecast production volumes, prices and expenses is included at Appendix A
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Proposed Methodology ‐ Overview
2. Residual profit is calculated as the portion of total system profit remaining after the allocation of a return
to each routine function.
3. The total IP value is calculated based on two components of discounted residual profit:
a)

Present value of the forecast residual profit for the period forecast until 2028 – this is calculated by
discounting the residual profit stream 2017 – 2028 back to present value using the estimated
Weighted Average Cost of Capital ("WACC").

b)

Present value of the residual profit beyond 2028, being the year in which the 1nkemia BF business is
expected to have completed construction of plants/reached target production capacity (referred to
as the "terminal value") – this is calculated by discounting the final year of forecast residual profit
back to present value using the differential between the WACC and the terminal growth rate.
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Proposed Methodology – Inputs to System Profit Calculation
I
Input

C
Comment

Revenue

Revenue has been estimated using the revenue forecast for the SINES plant (an example of a plant with capacity < 100 MT) and for a larger
plant (> 100 MT capacity). The average price per MT for each of the examples has then been has been applied to the capacity of the 1nkemia BF
business as it is forecast to increase over the next 10 years (i.e. as additional plants are constructed and become operational).

Costs

Similar to above, the forecast expense profile SINES plant and larger plant examples were used to calculate the average operating costs per MT
(for variable costs) and per plant (for fixed costs) as the capacity of the 1nkemia BF business increases over the next 10 years. The forecast cost
of centralised head office/management activities has also been included as a fixed overhead cost.

Growth rate

A general growth rate of 2.5% has been used, which broadly aligns with currently European CPI. This growth rate feeds into the model at
various points, most importantly as the terminal value growth rate (i.e. the growth of the business once the ramp-up period of constructing new
plants is finished, which is forecast to be 2028).

WACC

The base WACC of 10.1% used is the average industry WACC for European companies operating in the Specialised Chemicals industry. This
industry was considered to be the most appropriate given that, unlike traditional oil, gas and mining companies, 1nkemia is not exposed to the
same exploration risk – the feedstock used to for the 1nkemia BF business is already established (unlike tradition oil, gas and mining business,
that have to explore and secure feasible resource reserves before production commences).
This base WACC is then increased by a "risk premium" to 20.2% to account for 1) the additional risk associated with the IP as an isolated asset
as opposed
d to as part off a complete
l
b
business and
d 2)) the
h additional
dd
l risk
k off the
h 1nkemia
k
BF b
business b
being in its start-up phase,
h
as opposed
d to a
business that is already operational/established in the industry.

Manufacturing
mark-up

A mark-up of 8.5% on the total costs of manufacturing has been used to remunerate the manufacturing activities in the supply chain, based on a
benchmarking of EU companies performing comparable manufacturing activities (see Appendix B). The total costs of manufacturing include an
allocation of HQ expenses and depreciation costs.

Distribution
return

A return of 2% on sales has been used to remunerate the distribution activities in the supply chain, based on a benchmarking of EU companies
performing comparable distribution activities (see Appendix C).

HQ mark-up

A mark-up of 5% has been applied to any HQ costs not related to distribution (e.g. sales, marketing) and not allocated to manufacturing. This
5% is in line with EU guidance on the mark-up that should be applied to intragroup services.
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Proposed Methodology – Discounted Value
An indicative valuation of EUR 111.51 million (comprised EUR 45.75 million NPV of the forecast royalty
stream and EUR 65.76 million NPV of the terminal value) is calculated as follows:
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Sensitivity Analysis
Although the indicative valuation of EUR 111.51
111 51 million is based on an estimation of the parameters that will give the most
accurate valuation of the 1nkemia BF business, it is also considered prudent to test the sensitivity of the following key inputs
into the valuation:
Input

Description

Base WACC

Testing the base WACC of 10.2% used in the indicative valuation, using the same risk premium to express the additional
risks associated with the stand-alone IP asset and start-up nature of the business (inflating the base WACC by 100%) – e.g.
a base WACC of 12% would be adjusted to 24% including the risk premium.

Low

High

15%

10%

5%

9%

1.5%

2.6%

Manufacturing
mark up
mark-up

Testing the mark-up applied to the cost of manufacturing activities.

Distribution
return

Testing the return on sales allocated to distribution activities.

EBIT

Testing the level of EBIT earned as total system profit. For example, if EBIT is -3% different from the forecast financial
data prepared by 1nkemia, then the residual profit allocated to the IP owner will be 3% lower of the life of the model.

-3%

3%

Revenue
Growth

Testing the growth in revenue over the model, to determine the impact on the valuation if production (and therefore
revenue) was lower/higher than the forecast financial data prepared by 1nkemia. For example, if production is 80% of the
forecast, this will decrease revenue by 20%, and a reduction in variable costs and profit accordingly.

50%

150%

The sensitivity analysis runs 3,125 permutations of the discounted residual profit calculation using different values for the
above inputs, and produces an interquartile range of possible values of EUR 72.72 million to EUR 161.61 million (see Appendix
D for further detail). We note the range of possible values from this sensitivity analysis is relatively wide as the 1nkemia BF
business is a new business and it is therefore difficult to tighten assumptions around data inputs as projections are still highlevel.
Hogan Lovells | 9

Supporting Methodology ‐ Overview
In order to verify that the discounted residual profit methodology used to establish the indicative valuation and
perform the sensitivity analysis, a secondary valuation methodology has been applied. A discounted royalty
methodology operates follows:
1. An approximate royalty rate verifying the residual profit methodology was determined using the ktMINE IP
database to perform a high-level search for royalty agreements relating to similar IP. A similar arrangement for the
license of IP was found, with a royalty rate of 4.5% of net sales. This royalty rate is applied to forecast sales revenue to
give a notional royalty revenue that could be earned by an IP owner licensing the 1nkemia BF business IP. It should be
noted that this is an indicative royalty rate for use in the supporting methodology, and an extended royalty search
would be recommended to corroborate a wider range of royalty rates were the discounted royalty methodology to be
relied upon as the primary methodology.
2. The cost of maintaining the IP as a stand-alone asset is estimated, based on historic costs related to the IP and the
estimated cost of managing the IP.
3. The IP cost is deducted from the notional royalty revenue to give a future stream of royalty profits.
4. Similar to the discounted residual profit methodology, the IP value is comprised the present value of two
components of discounted royalty profit:
a)

the forecast royalty profit; and

b)

the terminal value.
Hogan Lovells | 10

Supporting Methodology – Discounted Value
A supporting valuation of EUR 109.08 million (comprised EUR 57.34 million NPV of the forecast royalty
stream and EUR 51.74 million NPV of the terminal value) is calculated as follows:

This discounted royalty
y y valuation falls within the interquartile
q
range
g of values determined byy the sensitivityy
analysis performed for the proposed Residual Profit methodology, and therefore further supports the
proposed indicative valuation of EUR 111.51 million.
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Conclusion
Based on the outcome of:
• the proposed valuation methodology;
• sensitivity
i i i analysis
l i off the
h iinputs iinto that
h methodology;
h d l
and
d
• supporting valuation methodology;
5 million is considered reasonable,, based on the
the indicative valuation of EUR 111.51
forecast financial performance of 1nkemia BF's business.
Should there be a substantial change to the forecast financial performance of 1nkemia BF's
business,, it would be recommended that this valuation be revisited.
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Appendices

Appendix A ‐ Business Forecasts
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Appendix B – Manufacturing Benchmarking Process
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Appendix B – Manufacturing Benchmarking Results

Minimum
Lower Quartile
Median
pp Quartile
Q
Upper
Maximum
Observations

1.13%
4.97%
5.40%
5
8.50%
8.99%
5
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Appendix C – Distribution Benchmarking Process
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Appendix C – Distribution Benchmarking Results

Minimum
Lower Quartile
Median
pp Quartile
Q
Upper
Maximum
Observations

0.02%
0.62%
1.53%
2.55%
55
14.40%
57
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Appendix D – Sensitivity Test Output
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