PSDT Board Update 30 January 2013
Prepared by Calum MacDonald (Beinn a Bhuna)
Distribution: All PSTD Board Members
1. Finance.  The big news is that the Coop renewed their loan offer to us two weeks ago, although with new terms attached.  As you know, their previous offer was made in July 2011 and because of the subsequent hold-up in 2011 and 2012 caused by Trust/LWP  lease negotiations, the terms of that offer are no longer valid.  
When we finally got LWP to sign the lease on 7 September last year we had to go back to the Coop to get the terms renewed.
The new Coop terms are unfortunately, substantially worse than the terms we were offered in July 2011.  There are three main reasons for this.  First, the 10% reduction in ROC subsidy in April this year will reduce our gross income by 5% (as half of our income comes from the subsidy).  Second, due to the continuing effects of the recession, the 'forward price' for electricity (ie the price being predicted for December 2013 which is the very earliest we could now be earning) is also down by around 5%.  (There are also some small ROC-related payments which the Coop used to count into our income but which they will be disregarding from now on because of their volatility over the past year.)  Basically our estimated (P90) income is down from £2.9m to £2.5m pa.
The third reason for the worse terms is simply that the Coop have increased the fees, charges and interest rate since 2011.  The latter has gone up from 2.75%  over the Libor rate to 4% over Libor (I attach the old terms and the news terms for convenience of comparison).
One big effect of drop in income is that the amount the Coop is willing to lend is less.   In 2011 they offered to lend us around 88% (or £13.5m) of the then estimated capex cost; now they are only willing to lend us 80% (ie £12m) of the new estimate.
These Coop changes came in over various communications over Xmas and New Year - the the share of the capex cost we needed to provide in equity increased from £1m to £2m to £3m over three meetings in November, December and January which was rather disconcerting!
This would have had a significant impact on our previously projected profit for the community except for two factors that have helped mitigate these changes.
The first is the fact that we previously based our projections (deliberately) on very pessimistic assumptions.  For example, the estimate we previously used for the Coop interest rate was much higher than the figure they had actually quoted to us in 2011.  Also, our actual construction costs look like they will be £0.5m than we allowed for in 2011.  The upshot is that we should still be able to deliver the levels of net income to the community that we discussed previously at our Board meetings and which we have cited publicly.
The second thing that has helped has been the willingness - in principle - of Community Energy Scotland and of Social Investment Scotland to increase their loans to cover the gap left by the Coop's reduced offer.  I say 'in principle' because these are all applications that have gone in (revised) in the past two weeks and we won't know definitively till March.
Our new equity funding applications are now as follows:-
- Community Energy Scotland - £1m loan
- Social Investment Scotland - £750k loan plus £500k grant
- Big Lottery - £900k grant.
The Coop, meanwhile, are mow putting our new loan application through their credit control system after which will come the final stage of due diligence.  They have scheduled Financial Close for end March or April but that will depend on our success with these other applications.
2. Section 19A.  After the lease was finally signed on 7th September, we were able to start the Section 19A application process.  This is the process by which we apply to the Land Court to get the Beinn Ghrideag site released from crofting use for 25 years to be used for the wind farm.   To submit this application, we needed to get each of the Sandwick North St crofters to agree to our development on their apportionment.  The Grazings Committee appointed Brian Inkster as solicitor to represent the crofters, after we had agreed to pay his costs.  Brian took the view that the crofters should get more rental income than the Stornoway Trust had agreed to.  He also advised the crofters on a couple of other changes to the lease, for example that PSDT would have to pay a higher penalty rate if we were delayed in paying the agreed rental for any reason.  
Brian took the view that no representatives of PSDT could attend the meetings he held with the crofters so we were unable to put the PSDT case on these matters, some of which I believe were simple misunderstandings.  The process also took very much longer than we expected.  However, last week, the 24th of January, the last of the 33 North St crofters, signed the agreement allowing it to be formally submitted to the Land Court on the 25th. It will now be advertised for 28 days (it should be in the Gazette this week), after which the Land Court will give its verdict.  We have been in communication with the Court and they have agreed (very unusually) to start processing the paperwork immediately rather than wait till the end of the 28 day notice period, so I hope we wil get formal approval from them in early March.  I attach copies of the agreement and of the Land Court application for your information.
3. Other Land Agreements.
Although we now have a lease to use the Beinn Ghrideag site, we are still waiting for various other land agreements we need to get our turbines delivered to the site in December.  There are four of these.  First, an agreement from HIE to use the Arnish laydown area to store our turbines and to use the Arnish road to transport them.  We requested this in May 2012 and despite chasing it up on a monthly and even weekly basis, we have still to get it signed  We finally got a draft last week so that is some progress.
Second, we need an agreement from Macaulay Farm, owned by Charles Engebretson, as they still own a bit of the Arnish road.  He is currently asking for a payment to allow our lorries through.
Third, we need permission from the company that owns the Pentland wind farm, as they own the new corner that has been created from the A859 into Marybank corner.  They have yet to state their price.
Fourth, we need permission from the Council and the Stornoway Trust to do some temporary changes to the A858 going out to the site.  This month we submitted a planning application to the Council for these works with accompanying detailed design drawings.  The application was generously sponsored by Point Community Council so that we got a 50% discount on the planning fee.  We hope to have the planning consent by early March.  

The planning application also includes a proposal to use the old Pentland track as as an alternative approach route to the site.  DJ and Angus McCormack met with the Factor and Chairman of the Stornoway Trust last Friday to discuss this.  However, it appears this will need new legal agreements with four grazings committees as well as with the Trust, LWP and the Pentland wind farm people, so it may take a long time to organise.  We will decide in April which of these the two approach routes we will use depending on which one we have the necessary permits for.
4. Turbine Supply, Balance of Plant and other Contracts.  These contracts are all being worked through in detail, with the help of our solicitors HBJ and our technical advisors, SgurrEnergy.  They are time-consuming to process but they should all be ready for Financial Close.
There is one big change in the contracts, in that Enercon wants us to use a newer model of their 3MW turbine than the one they originally priced back in 2009.  It is shorter than the old model and therefore will produce less income (the higher the turbine, the greater the energy yield) but it is a bit cheaper and, more importantly, it is the one that Enercon want to sell and we are in no position to argue if we want their cooperation in getting it delivered by the end of this year.  One advantage is the new model is the same one that is being erected currently at the Pentland wind farm and we will be able to learn from the difficulties they have encountered when it comes to erecting ours.
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