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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549
 
 

FORM 8-K
 
 

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

 
 

Date of Report (Date of earliest event reported)  March 15, 2013
 

3Power Energy Group, Inc.
(Exact name of registrant as specified in its chapter)

 
Nevada

(State or other jurisdiction
of incorporation

333-103647
(Commission
File Number)

98-0393197
(IRS Employer

Identification No.)
 

P.O. Box 50006, Sh. Rashid Building, Sh. Zayed Road., Dubai, United Arab Emirates
(Address of principal executive offices)

 
011 97 14 3210312

Registrant's telephone number, including area code
 

                                                          N/A                                                    
(Former name or former address, if changed since last report)

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under
any of the following provisions:
 
o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 
o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 
o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 
o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 5.02.  Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers

  
Resignation of Officer and Directors
 
On March 15, 2013, the board of directors (the “Board”) accepted the resignation of Mr. Umamaheswaran Balasubramaniam as the
Chief Executive Officer and Director of 3Power Energy Group Inc., a Nevada corporation (the “Company”).  Mr. Balasubramaniam’s
decision to resign from the Board of the Company was not based upon any disagreement with the Company on any matter relating to
the Company's operations, policies or practices as contemplated by Item 5.02(a) of Form 8-K.
 
On March 15, 2013, the Board accepted the resignation of Mr. James Wilson as a Director of the Company.  Mr. Wilson’s decision to
resign from the Board of the Company was not based upon any disagreement with the Company on any matter relating to the
Company's operations, policies or practices as contemplated by Item 5.02(a) of Form 8-K.
 
Appointment of Officer
 
On March 15, 2013, the Board of the Company unanimously approved the appointment of Sharif Rahman as the Company’s Chief
Executive Officer. Mr. Rahman is also currently the Company’s Chief Financial Officer and a member of the Board.

 
Sharif Rahman, age 63, Chief Executive Officer, Chief Financial Officer and Director

 
Mr. Rahman has been a member of the Company’s Board since September 2011 and the Company’s Chief Financial Officer since
October 2011. Mr. Rahman is currently the CEO of the Falak Holding Group of companies, a Dubai based group involved in several
diversified business sectors including as the initiator and a major shareholder of the $3.6 Billion Dubai sport city project - the world’s
largest sports themed real estate project.

 
A graduate major in commerce from Kerala University in India, he joined the Falaknaz Holding Group at its inception 36 years ago
and has been the driving force behind the group’s projects - from the startup stage through to full operation. He remains the personal
investment and business advisor to Mr. Falaknaz and family, a prominent Dubai-based high net worth entrepreneur and the founder
& owner of the Falak Holding Group.

 
Mr. Rahman brings to the Company valuable expertise as an entrepreneur and senior executive with a history of involvement in multi-
billion dollar projects. He also brings a well-established network of relationships in the affluent communities of the Arabian Gulf region
and India.

 
In addition to his long-standing work with the Falak Holding Group, he is also the Founder and managing partner of International Expo
Consults, one of the Middle East’s leading exhibition and trade show organizers established in 1994, as well as Chairman and owner
of a $25 million turnover business in India which he founded 20 years ago.  Mr. Rahman is also known as Shereef Mohammed
Haneefa Rehuman.

 
The Company has determined that Mr. Rahman’s extensive business experience and his key relationships within the Middle East and
India have provided him with the skills necessary to serve as an officer and director.
 
Family Relationships

 
Mr. Rahman does not have a family relationship with any of the officers or directors of the Company.

 
Transactions with Related Persons

 
There are no related party transactions reportable under Item 5.02 of Form 8-K and Item 404(a) of Regulation S-K.
 

 

 

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 

 
Employment Agreement

 
Currently we have not entered into any employment agreement with Mr. Rahman. The Board determined to remunerate Mr. Rahman,
as Chief Financial Officer, for his services to the Company on a monthly sum of $15,000 and further reimburse all related expenses
incurred by him. As of the date hereof, Mr. Rahman will not receive any additional compensation for his services as Chief Executive
Officer.
 
Item 8.01. Other Events
 
Attached as Exhibit 99.1 to this report on Form 8-K (the “Report”) is a Letter to the Company’s shareholders, dated March 19, 2013.
This letter is also posted on the Company’s website at www.3powerenergy.com. Also attached as Exhibit 99.2 to this Report is an
Independent Analysis prepared by Illyrian Consulting Engineers and Avanntive Consulting sh.p.k.
 
Item 9.01  Financial Statements and Exhibits
 

(c)           The following exhibits are being furnished herewith:
 

Exhibit No.           Exhibit Description
 
 99.1 Letter to Shareholders, dated March 18, 2013.
 99.2 Independent Analysis prepared by Illyrian Consulting Engineers and Avanntive Consulting sh.p.k.
 
 
 

SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report on Form 8-K to be
signed on its behalf by the undersigned hereunto duly authorized.
 

 

 

Date: March 20, 2013
 
3POWER ENERGY GROUP, INC.
 
 
/s/ Sharif Rahman                                  
By:           Sharif Rahman
Title:        Chief Executive Officer and Chief Financial Officer
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Exhibit 99.1
 
Message from the Chairman:
March 18th 2013
 
Dear Fellow Shareholders:
 
We are pleased to provide an update on a number of initiatives 3Power has implemented to help the Company streamline its
operations and ensure that management meets and exceeds our objectives and goals.
 
The past few months have been a busy and exciting time for everyone here at 3Power as we continue to pursue opportunities to
produce renewable generated electrical power and other alternative energies.
 
After examining the global energy landscape, we decided to focus our efforts on developing hydroelectric power in Albania. With
many of the existing plants aging and the demand for power rapidly growing, we believe devoting our time and resources to
increasing generation capacity in the county will not only improve its economy, but generate value for our shareholders.
 
To help us meet our mission, we are pleased to announce Sharif Rahman, our current CFO, will also take on the role of CEO,
replacing Uma Maheshwaran Balasubramaniam. We thank Mr. Balasubramaniam for his hard work and effort, which was crucial to
helping the Company get off the ground.
 
We believe that the future for 3Power is bright, as we detailed below. As always, we appreciate your loyalty as a shareholder as the
Company embarks on its next chapter.
 
Sincerely,
Mohammed Falaknaz
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3Power focuses efforts on the Development of Renewable Energy Power plants and its operations in the Balkan countries
 
The company will focus its activities on the development and operation of renewable energy power plants in the Balkan markets. The
company closed its subsidiary in Latin America and ceased its development operation in Italy.
 
SHALA Hydro Electric Power Project:
 
Work in Progress: Fortune and Star Co. Ltd., (“F&S”) will be the official entity from the F&S Group and will lead the consortium
replacing F&S Heavy Industries-Singapore. On July 15, 2012, the F&S consortium executives and engineering team traveled to
Albania for data gathering and a site visit. Following the visit, the F&S team began an analysis to assess the overall technical
feasibility of the project and evaluate the main constraints and related risks. In addition, F&S estimated project costs and a schedule
for completion as well as environmental issues related to the development.
 
As a result of the analysis, F&S decided on September 20, 2012 to engage engineering firms with hydropower experience in Albania.
Working with these firms will ensure that the Company meets all the environmental impact studies within a reasonable time frame. On
October 15, 2012, F&S engaged Stucky Ltd. (http://www.stucky.ch). Stucky, a leading international firm in the field of large dams, has
over one hundred major realized projects in its portfolio, with extensive experience in double-curvature arch dams and concrete
gravity structures. Building on its original success in dam design, the company has diversified its activities into fields related to water,
energy and the environment.
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Stucky, based in Switzerland and employing over 300 engineers and technical staff, is active on several continents, with offices in
France, Algeria, Georgia, Tajikistan, Turkey, Portugal and Serbia. Stucky was appointed to carry out a brief analysis to assess the
overall technical feasibility of the project. The company will also evaluate the main constraints and related risks, assess project costs,
environmental issues and cultivate a project development timeline. 
 

 
 
Site visit on November 26, 2012: Each element of the proposed cascade was inspected with the F&S’s local team to gather basic
project information (i.e. access roads conditions, layout, geology). The team verified the reliability of the data used for the hydrology
study and gauged the status of the hydro metric and meteorological gauging stations.
 
On December 3, 2012, Stucky produced an initial project appraisal report. The report, based on the site visit, provided an overview of
the project and an analysis of technical issues that are important to investors and other key stakeholders.
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Photos from the site visit
 

Stucky is working on the Environment Impact Analysis (EIA) and is expected to produce its final report at the end of March 2013.
 
Additionally, 3Power engaged a local engineering consulting company with expertise in developing hydropower plants in Albania
(ILLYRIAN CONSULTING ENGINEERS sh.p.k www.ice.al). 3Power also engaged a financial audit company (Avanntive
Consulting sh.p.k, www.avanntive.al) to review management’s financial models and provide an indicative valuation report for the

project (Please review the accompanied SHALA Project Analysis Findings Summary Document/18th March 2013).
 
3Power engages New York-Based Investor Relations Agency KCSA
 
The Company engaged KCSA (www.kcsa.com), a New York-based fully-integrated communications firm to provide investor relations
counsel and assists with formulating 3Power’s strategic messaging. KCSA will work to increase awareness of 3Power and the convey
value that exists in the Company to the investment community. KCSA will also help maintain relationships with existing investors as
well as make introductions to potential new institutional and retail investors.
 
 
Forward Looking Statement
 
This letter contains statements that constitute forward-looking statements. These statements appear in a number of places in this
letter and include all statements that are not statements of historical fact regarding the intent, belief or current expectations of the
Company, its directors or its officers with respect to, among other things: (i) the Company's financing plans; (ii) trends affecting the
Company's financial condition or results of operations; (iii) the Company's growth strategy and operating strategy; and (iv) the
declaration and payment of dividends. The words "may," "would," "will," "expect," "estimate," "anticipate," "believe," "intend," and
similar expressions and variations thereof are intended to identify forward-looking statements. Investors are cautioned that any such
forward-looking statements are not guarantees of future performance and involve risks and uncertainties, many of which are beyond
the Company's ability to control, and that actual results may differ materially from those projected in the forward-looking statements
as a result of various factors.
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Exhibit 99.2
 
SHALA Project Analysis Findings Summary Document / 18th March 2013 ).
 

 
Summary of technical appraisal and valuation of Hydro Power Plant on Shala River

 
Introduction
 
SHALA ENERGY sh.p.k. (the “Company”) has signed a Concession Agreement with the Ministry of Economy, Trade and Energy of
Republic of Albania for the construction of a hydropower plant cascade on Shala River in the northern part of Albania.
 
Pursuant to the Albanian legislation and the terms of the Concession Agreement, the Company holds all concession rights for 35
years (including Free Enjoyment) on construction and operation of the hydropower plant cascade on Shala River. The scheme of
utilization of Shala River preview construction of a hydropower plants cascade with total installation capacity of 127,6 MW and
average energy production for about 530,350,000 kWh/year (“Shala HPP”).
 
This report outlines the financial projections of Shala HPP during the concession period thus covering 35 years. The financial
projections include projected income statements, cash flow statements and discounted cash flow statements. All amounts are in
thousand Euro, unless otherwise stated.
 
A number of sensitivity analyses were run for evaluating the impact of critical success factors or equivalently key value drivers on
Shala HPP key performance indicators. The main sensitivities cover the volume of energy produced. Additional sensitivities such as
changes in the price of electricity have been run as well with the purpose of taking into consideration this other key factor.
 
For the purposes of financial projections the projected illustrative income statements, cash flow and discounted cash flow statements
are presented in three scenarios, Scenario A, Scenario B and Scenario C, which differ between them depending on the volumes of
energy produced (Appendices I, II and III).
 
Investment
 
The investment is expected to be constructed within a period of four years. According to the technical study the value of investments
is expected to be 210,929,506 EURO and includes the costs of the civil works, equipment & machineries, transmission lines and other
costs. According to the management of the Company, the shareholders will contribute 30% of the value of the investment, whereas
the remaining will be supported by a long term loan to be obtained from an international financial institution. It is estimated that the
investment will be amortized upon construction and throughout the concession period and the residual value at the end of such period
is estimated to be 58,345,702 EURO. The construction of the Shala HPP will be completed in stages as detailed below:
 

· 15% of the construction will be completed in year 1
· 30% of the construction will be completed in year 2 and 3, respectively
· 25% of the construction will be completed in year 4

 

According to the technical study, a reinvestment of assets for an amount of 32,000,000 EURO is expected to be made on the 20th

year.
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The following is a graphical presentation of the categories composing the investment costs (excluding Value Added Tax).

 
Revenue assumptions

 
Volume of energy production
 
The average annual energy production as per the Concession Agreement for a total installed power of 127.6 MW is estimated to be
around 530 GWH, which at the expected price of 0.076 EURO cent per kWh, translates to a total of some 40,000,000 EURO in the
first year of full operation, which is the fifth year of the Concession Period. As the investment will be completed in stages, revenues of
14,700,000 EURO and 23,600,000 EURO are expected to be generated in the third and fourth year. For purposes of sensitivity
analyses a reduction of 5% in Scenario B and of 10% in Scenario C is reflected in the financial projections. A growth index of 1.5% is
applied throughout the projected period.
 
As stated in the Concession Agreement, 7% of the energy produced will be given to the Albanian government in the form of a
concession fee. Therefore, 7% of the energy expected to be produced has been deducted when projecting the revenues.
 
FINANCING NEEDS
 
The Company management plans to satisfy the financing of the investment needs through a long term loan. For the purposes of the
financial projections, the terms of the external financing applied are as follows:
 

· Loan amount - 147,650,654 EURO, 50% of which to be received in the 2nd year of construction and the other 50%, in the 3rd

year of construction
 

· Loan facility term – 16 years
 

· Interest rate – 6% in Euro
 

· Grace period – 2 years
 
In addition to long term financing, it is expected that the shareholders of the Company will contribute 63,278,852 EURO in the
Company’s capital.
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Summary of financial figures:
 
The financial projections are presented in the format of an income statement, cash flow statement and discounted cash flow
statement for the projected period. The financial projections are presented in three scenarios which, which differ for the volume of the
energy produced.
 
Presented below is a summary of key aspects of the financial projections under each scenario:
 

As it can be seen from the above table, Shala HPP will be able to generate significant revenues throughout the projected period,
resulting in a Net Present Value exceeding the cost of investment.
 

EBITDA per share, Net Profit per share and NPV per share1 are positive in all three scenarios.
 
 

 
a Summary of other major KPIs deriving from the financial projections:
 
In summary, the indicative financial projections demonstrate the ability of Shala HPP to operate successfully and to generate
sufficient operating cash flows. The sensitivity analyses reveal that Shala HPP’s performance is most sensitive to changes in the
volume of energy produced and its sale price.
 
In general the hydrology study for the discharge calculations are reasonable. The surface run-off module of the Shala river basin is
one of the highest in Albania. The specific annual surface run-off modules along the Shala river basin are over 100 l/s/km2. The
calculated run-off coefficient is higher than one (> 1) as checked by the three gauging stations of the Shala River. Further
investigations including gauging stations and hydro-meteorological ones will increase the reliability of all data.

 

 
1 Outstanding shares of 3Power Group of 113,036,248 as per the 31st of March 2012 Financial Statements was used to compute
EBITDA, Net Profit and NPV per share.
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Based on the Concession Agreement for the option 1 of the feasibility study for the total installed power of 127.6 MW, the average
annual energy production is estimated to be around 530 GWh. In the proceeding phases of the project terrestrial surveying is
obligatory for final adjustments of the energy model. It is noticed that the unit investment value per annual energy production for all the
HPP-s in the cascade is within the range in Albanian market.
 
The total cost for civil works can be reduced significantly with an efficient management.
 
The construction period of each HPP is estimated to not exceed 2 years, except Vajvisht which should not exceed 4 years including
design phase.
 
Regarding the concession attenuation value, actually in Albania it is in the range of 80’000 -150’000 Euro / MW installed power for
100% of assets transfer at the phase of project development with moderate feasibility data. Such price is depended on certain factors
such as construction cost, annual production rate, location, expropriation, construction time period, construction site difficulties etc.
The higher the price, the better are those factors. In ICE opinion Shala project should be at the range of 120-150 thousand Euro /
MW installed power. For demonstration purpose 4 real cases are presented below, for confidentiality reason the names of the HPPs
are not shown:
 
 
 Total Installed

Power (MW)
Total Energy Production

(GWh)
Share

Transfer
Total Investment

Cost (M €)
Equity (%) Price

Case 1 14 65 30% 18 30 80% of equity
Case 2 5.5 20 90% 9 N/A 600’000 €
Case 3 11 44 100% 15 N/A 1’500’000 €
Case 4 7.5 33 100% 10 N/A 1’000’000 €
Case 5 30 150 50% 57 N/A 2’200’000 €
Case 6 20 85 100 30 N/A 2’400’000 €
  
* Prepared by ILLYRIAN CONSULTING ENGINEERS and Avanntive Consulting sh.p.k. based on management’s assumptions.
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