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EXECUTIVE SUMMARY

Sealladh na Beinne Moire purchased the South Uist Estate in 2006.  The company limited by guarantee is run by an elected Board of Directors.     Sealladh na Beinne Moire (SnBM)  are currently progressing with a wind farm development project.  The project will install 3 2.3MW wind turbines on common grazing land in Loch Carnan, South Uist.
The project is anticipated to cost around £11.5 million and funding for the project is currently being sought from ERDF, Big Lottery fund, Scottish Investment fund and the loan finance.  

The project is anticipated to return a substantial revenue to SnBM for reinvestment in locally prioritised community development projects.  

The installation of the project is currently anticipated to be completed in spring/ summer 2011.  
THE COMPANY
Sealladh na Beinne Moire (SnBM) is a company limited by guarantee established for the purpose of purchasing South Uist Estate Ltd. (SUE), for and on behalf of the resident community of the Estate area.

South Uist Estate covers the islands of Eriskay and South Uist and the majority of the Isle of Benbecula, extending to 93,000 acres.

Residents of the Estate area who are on the electoral roll can become Full Members of the company, as can croft tenants on Benbecula who have a grazing share in Benbecula General Grazing. Full Members have voting rights at the AGM and in elections for the appointment of Directors. All elected Directors must be Full Members of the company and always be in an absolute majority on the Board of Directors. The company currently has around 700 members.    
South Uist Estate Ltd. is an asset owning company, with all trading activity currently undertaken through the subsidiary company, Stòras Uibhist Ltd. The Wind Turbine project will be undertaken in the South Uist Estate Ltd. trading company, South Uist Renewable Energy Ltd. (SURE).
The main assets held in SUE consist of:

· 850+ crofts covering 97% of the land area,
· 16 grazing leases,

· 2100 acre farm partnership,

· 30+ commercially leased sites (quarries, fish farm shore sites, light industrial units),

· Grogarry Lodge,

· Sporting rights:

· Fishing rights – brown trout (1400 five year average), sea-trout (572 five year average) and salmon (65 five year average),

· Wildfowling – snipe, goose, duck, woodcock

· Red deer stalking – 30 stags per year

· 5 domestic rental properties,

· Askernish Golf Course

· Foreshore.

Since the purchase of SUE by SnBM, an extensive business review has resulted in the core business of the Estate (what was purchased) moving from a loss-making position to producing a small surplus by the end of 2008. This has safeguarded six full-time and five part-time jobs. The limited surplus has been re-invested in various development projects, including the wind turbine project and further improvement in the business activities should result in additional small trading surpluses in future years.

The company structure is:
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The organisation currently employs 12 full time staff across its operations. The organisational structure is:
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RATIONALE
Crofting and sporting estates have traditionally been loss-making entities, primarily due to their historical position being operated by absentee owners for sporting and leisure activity.

The community buy-out of South Uist Estate Ltd. was taken forward on the basis that community ownership of the islands, with a pro-active and commercial approach to economic activity, would result in the assets of the Estate being used to regenerate the local economy and reverse chronic depopulation.
The business plan for the community buy-out was developed with significant input from the local community and the supporting agencies. The plan aimed to consider the long term investment opportunities under local land ownership and identify where investment could be made in strategic development projects which would bring the most value added for the community. The windfarm project was highlighted as the key driver for future economic prosperity for the islands, due to the substantial income stream delivered, reducing long term grant dependency.
The buy-out business plan sought to identify projects which would create better chances in life. The Directors recognised that peripherality in decision making was as important a factor in the low levels of attainment and expectations of the area as the chronic underinvestment, lack of employment and training opportunities, which results in the outward migration of the most talented young people. This considerable and steady decline will be reversed by community agreed, meaningful and well thought out regeneration and re-investment programmes. This project has been identified as the project to deliver these aspirations and raise levels of community self belief.
The Making Things Better report produced by the Outer Hebrides Community Planning Partnership in 2008 identified demand within the community for a renewables project. 72% of those surveyed fully supported wind turbine developments. Several community consultation events have been held, which have shown very positive support within the local community for this development. The planning application for this project received no objections, reflecting the community’s support for the project.  
As a community land owner Sealladh na Beinne Moire is now in a position to deliver effectively and strategically for the area, by delivering a renewables project which takes full advantage of the natural resources of the area, and makes use of a under-utilised area of croft land to achieve economic growth and raised activity.
The project is based in South Uist, an area characterised by regional economic fragility, GRDP is 66% of that of Scotland as a whole, extreme out-migration of 10% in the ten years to 2001, with young people and women making up the majority of leavers and over 50s and males being incomers. Employment is characterised by low wages, seasonality and high levels of part-time and self employed opportunities. Re-investment of the revenue from this project will help address these issues on the three islands of South Uist, Benbecula and Eriskay.
Improvement in the economic performance of the area will enhance the social and environmental well being of South Uist, Eriskay and Benbecula, and increase the confidence and strength of the local community.

The wind turbine project will generate significant direct revenue to Sealladh na Beinne Moire for use in economic and social regeneration projects, including Lochboisdale harbour regeneration, affordable housing, improved employment prospects, enhanced leisure and recreation activities, including cultural heritage.  
PROJECT BACKGROUND
In 2006 during planning for the purchase of South Uist Estate Ltd., the South Uist Community Steering group commissioned a feasibility study on potential renewable energy projects in the South Uist Estates Area.  The study identified six potential sites for wind farm development, with Loch Carnan judged as the most suitable development site for a wind turbine project due to its wind resource, proximity to the grid and limited environmental impact.
Following the purchase of the Estate, a Development team was put in place, with a view to translating the content of the Feasibility Study into a commercial wind turbine development. 

With support from Community Energy Scotland (formerly Highlands and Islands Community Energy Company, HICEC), a full site design survey and environmental impact assessment was produced.  Extensive community consultations were completed by South Uist Estate Ltd in addition to investigation on the legal and financial arrangements required.  
The successful results were used to obtain planning consent for three 100m turbines on chosen site on Loch Carnan Common Grazing in May 2009.  

Wind measurement has been undertaken on the site since September 2008 using a 50m anemometer mast.  This has shown that the average wind speed on the site is around 11m/s. Atmos Consulting have identified that the site has a capacity rating of up to 52.7%, depending on installed turbines, against a UK average of 35-40%.   

PROJECT DESCRIPTION
The Loch Carnan Community Wind Farm will consist of three turbines, of up to 2.3MW capacity each. The associated infrastructure of the project includes 3km of access track, three 40m x 40m crane hardstandings and three concrete turbine foundations.  Cables from the turbines to the National Grid infrastructure will be run underground to an appropriate connection point. Additional site infrastructure includes a control building and permanent met mast.  
Investigation of the available turbine models continues, however, for the purposes of this business plan, it is assumed the Enercon E70, with a hub height of 60m and a rotor diameter of 80m, is installed.
The turbines will be owned and operated by SURE, a wholly owned subsidiary company of South Uist Estates. SURE will return its net profits to SnBM for reinvestment in community projects, prioritised in the SnBM business plan, in consultation with the local community.  
The turbines will be located on Iochdar Hill Common Grazing, with the land leased from the Grazing Shareholders (crofting tenants) and South Uist Estate Ltd. (landowner).  The site is approximately 2km from the nearest properties and presents very limited noise issues to local residents. The Loch Carnan area is reasonably industrialised with the power station, BP depot, hatchery and fish processing factory all located within the immediate vicinity.  
PROJECT DELIVERY
Sealladh na Beinne Moire is well placed to deliver the project to completion with a strong and experienced elected Board of Directors and appointed staff providing expertise in necessary areas for a project of this size.
Where required, external expertise is bought in to ensure the project is delivered efficiently and cost-effectively, to deliver best-value for the community.

Three staff are directly involved in the management of the project, The Chief Executive, Development Manager and Development Officer. Administrative support to the development team is provided by the administration office staff, who manage the companies accounts through SAGE accounting software.

To realise the project, a suitable grid connection is required to connect the project to the national grid through the 14MW interconnector, which runs from Loch Carnan to Ardmore in Skye.  This connection is anticipated to be achieved in spring 2010.  

Procurement of the turbines for the project will necessitate geotechnical works, assessment of the site, negotiations on contracts and warranty and maintenance agreements. The turbine order can only be placed on financial close of the project, i.e. when a grid connection has been agreed and all parties have agreed to the finance package. This is likely to be achieved shortly after the grid connection is agreed in spring 2010.  
Construction works are anticipated to start in late 2010, to ensure the road is completed for delivery.  
FINANCIAL APPRAISAL
Preparation & Overview

Atmos Consulting carried out an initial wind data analysis and financial modelling exercise, using data from a met mast installed at the planned turbine site. The full report is attached to this business plan.

The wind assessment data has been shared with Enercon and Triodos and Co-op banks.  Initial assessment, by Enercon and the banks, of the wind data and the finance model concur with the findings from Atmos Consulting regarding wind resource on site, estimated set up costs, anticipated revenues and operating costs, giving confidence in the assessment and predicted financial assessment as below.
Set-up costs
Requiring significant financial investment, the majority of the project costs occur in the purchase and installation of the turbines. The estimated set-up costs of a turbine on South Uist are likely to breakdown as:
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Five potential turbine models have been considered, to provide detail on the likely outputs of a range of turbine capacities, manufacturers and dimensions. Projections were carried out on the basis of three turbines being installed at the wind farm site.
The preferred model for installation is the Enercon E70. The E70 has a good track record on Class 1 sites and Enercon has a local track record with one E44 (900KW) turbine installed on Benbecula. Enercon are also currently developing a Service Base in Skye. Turbines purchased from Enercon include installation as part of the purchase price, hence these costs are combined in this analysis.
The anticipated cost of installing the 2.3 MW E70 Enercon turbines on the site in Loch Carnan is around £11.5 million. The costs break down as:
· £1 million for local construction of access tracks and infrastructure,

· £1.5 million for grid connection to the national grid through the Loch Carnan Interconnector,

· £8.9 Million for the turbine purchase and installation.
The £11.5m figure is slightly lower than that predicted by Atmos Consulting in their report for the same turbine model.  The reduced cost estimate is based on a Forestry Commission survey of the site and potential access tracks, discussion with Enercon on a likely purchase price accounting for transportation issues etc., and discussions with SSE on grid connection costs.  

Financing the project

The project will be financed through a mix of grant and loan finance. A total of £11.5m is required to deliver this project to the power generation stage, which is anticipated to be made up of:

· £2.5m from ERDF,

· £1m from BIG,
· £500k grant and £500k loan from Scottish Investment Fund,

· £7m from debt finance.
Grant

1. ERDF - Application has been made for European Structural Funding to Highlands and Islands (Scotland) Structural Funds Partnership Ltd (HIPP), who are contracted by Scottish Government to deliver the funding programme during the 2007-2013 funding cycle.

The Stage 1 application was successful and the Stage 2 application for £2.5m of grant funding was submitted in August 2009. The outcome of the application will be known in December 2009.

2. GCA - Application has been made to the Growing Community Assets stream of the BIG Lottery Fund, for £1m of funding. It is anticipated that the outcome of the application will be known in December 2009.

3. Scottish Investment Fund - Application has been made for £1m of finance, split 50/50 between debt and grant. Successful delivery of certain social outcomes will potentially allow for the interest to be waived on the debt component of the finance from this source.

Loan Finance
Positive discussions are progressing with both Triodos Bank and Co-operative Bank for the necessary £7m of debt finance to compliment the grant, with indicative offers received from both for required amount. It is anticipated that the loan finance will be repaid at a fixed rate over a 12 year period.

The period of the loan is anticipated to match the warranty received and the EPK (ENERCONPartnerKonzept - warranty on turbine availability for the first twelve years of operation, with calculable operating costs). Servicing, safety inspections, maintenance and repairs and other potential eventualities are covered by the single EPK contract.
The cost (interest rate) of the loan will be fixed at the point of commissioning of the turbines.  
Security

Security over the project, where necessary, will be granted to the funders through a ranking agreement. As the largest funder, the bank will head this agreement, with Big lottery and SIF having second and third ranking behind the bank. ERDF are not expected to require security over the project.

Security will be granted over the company, the lease from the landowner for the land on which the site is located and the income generated by Power Purchase Agreement (PPA – see below), as well as the turbine itself.
Revenue Generation & Wind Resource

	Wind turbine model 
	Annual mean wind speed at hub height, m/s
	Gross wind farm annual energy yield, GWh
	Net wind farm annual energy yield, GWh
	Capacity factor, %

	Vestas V80 
	10.96
	31.5
	27.1
	51.52

	REPower MM82 
	10.93
	32.2
	27.7
	52.72

	Gamesa G80 
	10.96
	31.5
	27.1
	51.52

	Enercon E70 
	11.07
	33.8
	29.1
	48.12

	Nordex N80 
	10.96
	36.1
	31.0
	47.25


Analysis of the wind data and application to the operation of each turbine option highlighted that the site is potentially the best in Europe, giving efficiency factors of up to 52.7%.

The mean annual wind speed of the site is 11m/s. This is a Class 1 site with exceptional wind resource, with limited turbulence due to the topography of the site.  

With an expected installed generating capacity of 6.9 MW, producing approximately 60,000 MW/h of output, the 48% capacity factor for the E70 turbine will potentially produce a maximum of 29,000 MW hours of electricity.
Routine maintenance, unexpected shutdowns and the impact of the MOD agreement will reduce the maximum capacity factor. A conservative estimate of the actual wind resource capture is 86% of the maximum capacity factor, or 24,850 MWh.

Energy Power Purchase Agreement
The power generated by the turbines will be transferred to the National Grid via the local distribution station and be sold under a Power Purchase Agreement (PPA - see below) to an electricity supply company.
The duration of a PPA can vary from one year to more than ten years. Short term agreements currently offer a higher purchase price, though this cannot be guaranteed to be continued. A longer term PPA will generally offer a lower initial purchase price, though giving a predictable annual revenue over the longer-term.
The total value of a PPA is composed of separate elements, with varying prices and disparate payment schedules.  A PPA for the Loch Carnan Community Wind farm could include payments for the following: 

· Energy,
· Renewables Obligation Certificate (ROC) buyout,
· ROC recycle,
· Levy Exemption Certificate (LEC).
Electricity generated by Wind Turbines qualifies towards the Renewables Obligation targets as laid down by law. Electricity supply companies are required to source an increasing amount of their supply from renewable resources, up to 18% by 2010 in Scotland, increasing to 40% by 2020.
Suppliers meet their obligations by presenting sufficient Renewables Obligation Certificates (ROCs). Where suppliers do not have sufficient ROCs to meet their obligations, they must pay an equivalent amount into a fund, the proceeds of which are paid back (recycled) on a pro-rata basis to those suppliers that have presented ROCs. The Government intends that suppliers will be subject to a renewables obligation until 31 March 2027.
A Renewables Obligation Certificate (ROC) is a green certificate issued to an accredited generator for eligible renewable electricity generated within the United Kingdom and supplied to customers within the United Kingdom by a licensed electricity supplier. One ROC is issued for each megawatt hour (MWh) of eligible renewable output generated.
LECs are awarded to renewable energy generators for the electricity exported to the distribution network. LECs can be sold to suppliers of non-renewable energy to be used to discount the Climate Change Levy (CCL) due on the energy they supply to non-domestic customers. 

The amount of ROC buyout, ROC recycle and LEC received by SURE would depend on the PPA agreed with the electricity supply company who buys the output, and could vary from 100% to 70%. 
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The current values for each element are: 
	Energy
	Variable according to supplier and the length of the contract. The trend price of electricity follows the trend price of oil and gas. Currently estimated at £52.5 MW/h

	ROC buyout
	£33.24 MW/h

	ROC recycle
	£10 MW/h (estimate) depending on industry performance against government targets

	LEC 
	£4.30 MW/h


ROCs can be sold as a package with the energy, or sold to an independent trader. The ROC recycle payment is made eight months from the year end and the LEC is also paid separately. 

The price paid for the energy component varies according to the purchaser. The smaller "green energy" electricity suppliers have previously been short of supply due to successful marketing programme of their specialist schemes, pushing demand and prices in this market sector. 

The PPA chosen for this project will be agreed by the main debt finance provider to ensure compliance with their credit control protocols. A prime consideration will be the duration of the PPA, with the bank requiring that it cover a substantial part of that loan repayment period.
Turbine Revenue
Based on the analysis by Atmos Consulting and amended as in Revenue Generation & Wind Resource above, the turbine is anticipated to produce 24,850 MW/h of electricity per annum.  Based on the table in Energy Power Purchase Agreement above, the accumulated revenue from all sources is currently estimated to be £100 per MW/h.
Projected gross revenue from the Loch Carnan Community windfarm is anticipated to be £2.48 million per annum.  
Operating costs.

Operating costs, as identified by Atmos Consulting, are anticipated to be around £45,000 per MW installed, giving a total project cost of £310,000 per annum.

Operating costs are made up of:

· Warranty fee,
· Maintenance charges,
· Insurance premiums,
· Administration charges

· Retention
· Finance reserve (bank requirement to cover six months of loan repayments and other operating costs).
No disbursement of funds can be made until all operating costs are covered.

Disbursement of Revenue from SURE to SnBM 
It is anticipated that around £1.5 million per annum will be returned by SURE to SnBM, once operating costs are covered and the financial reserve is built up.
As the group holding company, with a constitution declaring charitable aims and locally elected directors, SnBM is considered to be the most appropriate body to receive profits from the project. 
The democratically accountable Directors of SnBM will decide on the disbursement of profits, in consultation with the local community, to maximise the economic, social and environmental benefits of the project.
The SnBM Board of Directors have identified a number of projects and outcomes which will be achieved by the delivery of this project.

	OUTCOME
	MILESTONE
	TIMETABLE

	The community are more confident, self reliant and enterprising through the re-investment of £1.5 per annum turbine income to community projects over a 20 year period, realising the aspirations of the community buy-out.

	· £20 million reinvested by 2031

· Increased population retention  - population migration reduced by 10% from 2010 -2020

· New business start ups registered with HMRC in local area 50 in 2010-2020

· Increase in local people involved in community groups +10% in 2010-2020
	· 2031

· 2020

· 2020

· 2020

	The Lochboisdale regeneration project is realized creating 1 new community facility, 20 direct jobs, 10 affordable house plots, 10 affordable rented houses, and increased access to full time employment through the development of 3 new business facilities in the area.  
	· Investment in Lochboisdale regeneration phase 2 is delivered in industrial development, marina and fishing facilities

· 20 housing units delivered

· 1 new community facility in Lochboisdale
· Numbers in seasonal employment reduced

· 20 direct jobs
	· 

	The residents of the SUE area have an enhanced quality of life improved employment prospects, with 50 direct and indirect jobs having been created by 2020, and through greater breadth of jobs and increased wages to match those of the Scottish average.  
	· Jobs created within community – 50FTEs by 2020

· GRDP raised to within 5% of Scottish average

· Numbers in seasonal employment reduced

· Less reliance on primary industries

· Average wage in local economy increased to Scottish average.
	· 2020

· 2020

· 2015

· 2015

· 

	The residents of the SUE area have enhanced access to leisure and recreation activities,  and improved housing options, delivering key drivers in reducing out migration to -5%.
	· Re-investment of £6 million in Stòras Uibhist priority community projects

· Heritage education programme delivered

· Archaeology interpretation plan delivered by 2014.

· 20 housing units in lochboisdale

· 10 houses are delivered outwith Lochboisdale area by 2020.

· Community sport facility developed at Askernish Golf Club.  

· Outmigration reduced to -5%
	· 2015

· 2018
· 2015

· 2014

· 2031


	Stòras Uibhist will develop better understanding and knowledge of the local  natural and built environment and cultural assets of the Estate area, providing opportunity for all 2,900 residents, and 1,000 young people to access their heritage and natural environment.    
	· Creation of a common grazing diversification support scheme
· 2,900 people have improved access to local cultural and natural assets and heritage.

· 1,000 young people have accessed improved information and interpretation of local natural and cultural heritage by 2015.  

· Development of an archive resource centre 

· Environmental tourism plan prepared and implemented.  
	· 2014

· 2015

· 2014

· 2014

	Communities have a more positive impact on the local and global environment by generating 6 MW of green electricity from the community wind turbines.
	· 3 turbines installed

· 6 MW of green energy generated per annum

· SUE area carbon neutral 

· Development of a sustainable management plan for the SUE area, improving the local environment, and supporting agriculture. 
	· 2011

· 2011-2031

· 2012




Conclusion
The Loch Carnan site has an excellent wind yield and this underpins the financial viability of the project.  

The project design has maximised the economic return from the project, whilst maintaining a minimal environmental impact.  
There are a number of elements of the project to be finalised before it can be realised.  The key requirements are now the grid connection and securing the funding package.  However Sealladh na Beinne Moire are confident that it can be achieved within a reasonable timescale.

The delivery of a long term secure revenue source for the company will transform the operations of the company and ensure that locally prioritised community development projects can be realised, delivering long term economic and social regeneration for the South Uist Estates area.  
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