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ABSTRACT

The decision investment alternatives for Biomass power plant with capacity less than 1 MW was
considered in five alternatives.These investment alternatives are: investment in power plant capacity 350 KW 1
plant and consider risk assessment for additianal investment until 1MW or investment in power plant capacity
500 KW 1 plant and consider risk assessment for additianal investment until 1MW or investment in power
plant capacity 350 KW 2 plants and synchronous with 300 KW 1 plant or investment in power plant capacity
500 KW 2 plants or last alternative investment in power plant capacity 1000 KW 1 plant. By type of biomass
fuel (Corncob and Giant King Grass G-120) one kind fuel only or switching fuel by seasonal.Risk assessment
from many factors that related the investment such as initial investment capital and different investment
alternatives:variance of float time rate (Ft), Price of fuel and variance of Consumer Price Index. The results
from Sensitivity Analysis is the most sensitive on the initial investment capital follow by price and Quantity of
biomass fuel respectively . The risk assessment of the project return was performed using Monte Carlo
simulation approach on the discounted cash flow model (DCF). Then flexibility valuation from 11 probability
scenarios in the future and investment in appropriate capacity of the power plant .The results form this
analysis found the most flexibility alternative is the investment in power plant capacity 500 kw 1 plant and
considered risk assessment for additianal investment until 1 MW by 9.37 MB. The results provide some

insights for the planning of financial returns and biomass fuels usage.

KEYWORDS
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