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Executive Summary
Sunart Community Renewables is a Co-operative and Community Benefit Society, set up by
Sunart Community Company to undertake the development and operation of renewables
projects on behalf of the Sunart Community. Sunart is located to the west of Fort William on
the Ardnamurchan peninsula in the Highlands of Scotland and is comprised of several small
settlements centred on the village of Strontian.
The aim of its first project is to develop a sustainable revenue stream for the community
through the development of a 100kW hydro-electric scheme at Allt nan Cailleach, Scotstown,
Strontian. It is planned to have this Sunart Community Hydro scheme in operation by
November 2015.
Further aims are to raise awareness of environmental issues; improve land use and –
indirectly - reduce the environmental footprint.
The legislative environment is in favour of renewable energy generation schemes of this
scale. Notably the scheme will benefit from the Feed-in Tariff (FiT), a piece of legislation
which creates a framework for financially incentivising renewables schemes.
The Project is within the Highland Council area and one of their strategic objectives is to
contribute to national targets for greater renewable energy production through increasing
community, business and domestic-scale schemes. There is a growth in renewable energy
due to consumer demand and the incentive provided by Feed-in Tariffs.
The project will have two main revenue streams:
Exporting electricity to the national grid for sale to an electricity supply company
Revenue from Feed-in Tariffs for 20 years from system commissioning
A design and cost study has been carried out in order to create a basis on which to secure
funding.
Stage 1 of the Project has been completed. This has included a feasibility study, obtaining
the necessary consents for construction, access and operation from the local planning
authority, the Scottish Environment Protection Agency (SEPA), purchase of land from
Scottish Water and option agreements to purchase land from a local landowner and to
access the Anaheilt Common Grazings with agreement from the Common Grazings
committee and the Scottish Government (SGRPID)
The second and third stages of the Project will bring the Sunart Hydro scheme into operation
and includes the following steps:
 Fundraising – Obtaining the capital necessary to construct the hydro scheme
primarily through a community share offer.
 Procurement –Obtaining tenders and securing the supply of the necessary products
and services
 Construction
 Commissioning Sunart Community Hydro scheme, including OFGEM approval
Once operational, the Project will be managed by the Board of Sunart Community
Renewables, elected by its members, and a small proportion of the income generated from
the hydro-electric scheme will be used to cover the costs of its operation and maintenance.
The equipment will be of high specification, requiring minimal maintenance.
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The key risks to the project are overspend; failure to raise sufficient funds; and construction
risks. Where possible, these risks have been mitigated.
To date Project development finance has been covered by a loan from Community Energy
Scotland’s CARES scheme which is repayable when the funds have been raised to begin
construction. A small loan has also been made by Sunart Community Company which will be
repaid from the income generated by the hydro scheme.
Once in place it is projected to provide gross revenue of £113,986, leading to an operating
profit (before interest and tax) of £88,532 per annum after year 12. The Board of Sunart
Community Company have requested that SCR repay any commercial loans which may be
required for gap funding, as soon as possible and therefore the available funds passed to
SCC for community development will rise incrementally as these loan repayments reduce.
A life cycle analysis of the project was undertaken using Community Energy Scotland
assessment criteria which assumed a 66% loan (the maximum loan considered) is used for
the development of the project at 8% interest over 13 years. This showed that there would
be an operating profit of £88,532 (before interest and tax) in the first full year of activity
(FY17). The cumulative net profit (before interest and tax) after 20 years is projected to be
£1,905,846.
A proportion of this money, after the establishment of a repair fund, will be invested in
community projects and, if agreed, further renewable energy projects ensuring ongoing
development, new services and a sustainable future for the Sunart Community.

2

In year 1 there will be a one-off payment to SGRIPID for the wayleave across the Anaheilt Common Grazings
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1. The Development Opportunity
Hydro-electricity involves the conversion of potential energy stored in water held at a height
to kinetic energy to drive a mechanical shaft which then drives an electric generator. Small
hydro-electric power schemes are commonplace in the uplands of Scotland given the wet
climate and mountainous terrain. These factors make the country well placed to take
advantage of this renewable technology on a large scale.
Hydro-electricity is a secure and safe form of energy generation which has been in existence
for over 100 years. Currently around 10% of Scotland’s electricity is produced from hydro
power but this proportion is set to grow with the Scottish Government’s ambitious target for
80% of all electricity consumption to be derived from renewable sources by 2020. This
hydropower scheme can contribute towards achieving this goal.
A successful hydro power scheme will provide the Sunart Community with income which will
be retained for investment in community projects in the area. The estimated electricity
generated will be 425,955kWh per year. By supplying this to the national grid it will help the
UK to satisfy its energy requirements and meet its renewables targets. Local residents will
Benefit from national increased energy efficiency and become more aware of the issues of
climate change and renewable energy. In addition, a number of initiatives and local projects
will be undertaken following the success of the scheme.

The Idea for a Hydro Scheme
Sunart Community Company (SCC) set up a Co-operative and Community Benefit Society,
called Sunart Community Renewables to own and operate a micro hydro-electric scheme
(“the Scheme”). This new form of company will be able to offer community shares unlike its
predecessor, the trading arm of Sunart Community Company, Sunart Community Enterprise
Limited. The Scheme will be based on the Allt nan Cailleach watercourse in the Anaheilt part
of Strontian.
The Scheme will be community led via Sunart Community Renewables (i.e. managed and
owned by the members of the Community Benefit Society) with the profits re-invested in the
local area for the long term social benefit of its residents. The surplus will be constituted as a
dedicated Community Benefit Fund, which will be managed by Sunart Community Company,
a local charitable company. A proportion of the net profits from the Business will be gift aided
to the Charity. The fund will have a committee who will assess the fund applications and
distribute the grants in accordance with the local Community Action Plan.
All relevant planning permissions, licences and consents have been obtained from the
regulatory bodies and connection to the National Grid has also been granted and paid for.
The dam is owned by Sunart Community Company, and the croft land on which the hydro
powerhouse will be built and the remaining Common Grazings land across which the
penstock will be taken, are the subject of option agreements between SCC, the current
owner and with SGRPID. All three elements of the land will be the subject of an SCC lease
with Sunart Community Renewables.

The Model
The Scheme will generate revenue by selling hydro-electricity to the national grid and
through Feed-in-Tariff payments. It will generate approximately 425,955kWh per year and its
Sunart Community Renewables Ltd. Community Benefit Society. Reg.no. 7001
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income will be derived from the Feed in Tariff (FIT) and a Power Purchase Agreement (PPA)
with a commercial energy supplier. The Feed in tariff is guaranteed for 20 years and a copy
of an indicative PPA proposal is available on request.
The Scheme is expected to be fully operational by November 2015 and is estimated to
generate income of £113,986 in its first full year of activity (2017). As income will be index
linked, revenue is forecast to grow annually and reach £169,212 in FY34 (year 20). All
income is based on the application of the Lowflows 3 computer modelling data for the burn
catchment area, to the two turbine models being considered.
With the exception of start-up expenditure, operating and service costs will be minimal. The
surplus generated from the Scheme will allow the Hydro Community Benefit Fund to
contribute to other projects and initiatives within the Sunart area. The priorities for these
have been determined by a recent Community Development Plan and ballot.

Key Milestones
The Business is working to the following timeline:
Activity
Design and management project start
Set up Community Benefit Society
Apply for commercial funding
Community Share Offer
Obtain commercial funding approval
Tender for supplies and services
Obtain investment from community share
offer
Drawdown commercial funding
Construction
Commissioning

Date
May 2014
August 2014
September 2014
October 2014
November 2015
January 2015 (pending successful
fundraising)
February 2014
February 2015
April 2015
October/November 2015

The Funding We Need
To date, approximately £17,000 has been spent on planning and development costs. This
has been funded by Sunart Community Company and Community Energy Scotland (CES)
through its Community and Renewables Energy (CARES) loan scheme
The management of the project, including construction, commencing in May 2014 will be
funded by a Community and Renewable Energy Scheme (CARES) loan (one third), and a
grant from Scottish and Southern Electricity (two thirds).
To enable the Business to set up the hydro-electric scheme and commence construction in
April 2015, it is seeking an initial investment of £850,000. Specifically, the funds will be used
to meet the initial capital cost of the Scheme including all construction, external contractor,
and system commissioning costs, and to repay development loans and land purchase.
The business is seeking to source the funding requirement from the following:

3

Locogen Lowflows report (2012): a generation efficiency of 48.3% of the maximum possible for a 100kWh
turbine
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 Community share offer – one third to the full amount of the scheme
 Commercial loan(s) – nil to two thirds of the cost of the scheme
Raising Finance through Community Shares
We are confident that we can raise a significant proportion of the funding required through a
community share offer because of the unique nature of the opportunity and the benefits it will
bring to individuals and the community. The local community has been consulted from the
outset and a vote on the hydro scheme proposal resulted in an overwhelmingly positive
response in favour of the scheme (97%).
The main reason people have for buying community shares, is to support the social aims,
rather than for personal financial gain, although their shares can be withdrawn and while
they remain in the enterprise they should receive a competitive rate of interest.

Benefits for the Community
There are a number of benefits to the Community from the Sunart Hydro scheme:
 The generation of annual revenue to be allocated to community projects and services
 The generation of “green” renewable energy which will contribute to the
government’s climate change targets
 The opportunity to show support for, and to have a stake in, a local social enterprise
by being a member-investor.
The surplus revenue generated by the hydro scheme will be transferred to a special
Community Benefit Fund managed by Sunart Community Company4. This will rise
incrementally each year as any commercial loans are reduced and paid off.

The Community Benefit Fund
A successful application from Sunart Community Company to the Big Lottery Fund
Scotland’s small grants programme, ‘Awards for All’, enabled SCC to bring in external
consultants to work with the community to develop a Community Action Plan. Consultation
on the community’s priorities from the plan will be used to assess how the surplus revenue
generated from the hydro scheme for the Community Benefit Fund will be allocated. The
priorities identified through the community consultation included:
•
Local health service provision
•
Ferry transport
•
The Primary School
•
Affordable housing
•
Care of the elderly including tackling isolation, residential care, support at home
•
Facilities for small businesses, and apprenticeships
•
Leisure facilities – swimming pool feasibility, cycle and walking routes
The process of community engagement has provided a valuable vehicle for extending
community support for the scheme.

4

: Registered charity number SCO39640; Company number SC293485
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2. Project Background
Sunart is comprised of Strontian, Scotstown, Polloch, Resipole, Ardnastaing, and Anaheilt
and is located to the west of Fort William on the Ardnamurchan peninsula in the Highlands of
Scotland5.
Figure 1 shows the location of Sunart communities in western Scotland and the location of
the scheme in relation to the surrounding area

Figure 1: Location of Sunart
The proposed hydro-electric scheme is located at Allt nan Cailleach, Anaheilt.

5

Postcodes: PH36 4HX, 4JB,4HZ, 4JA, 4HX, and PH37 4LX, and PH33 7AF
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Figure 2: proposed route of the scheme at Allt nan Cailleach.
In March 2011 the Sunart Community Company (SCC) identified the potential for a
community run a micro hydro-electric scheme on the Allt nan Cailleach burn, near Scotstown
approximately 1.5 km north of Strontian village centre. The hydro would use water from a
fast flowing, mainly rocky bottom stretch of the Allt nan Cailleach. Some initial work was
done to test the business viability of the idea and to establish that the enterprise would be
profitable.
In June 2011 a public meeting was held in the village hall to explain the hydro scheme
options and the proposal was approved. A steering group was established as a subcommittee of the SCC, to take the Project forward on behalf of the community and in March
2012 a subsidiary company was established - Sunart Community Enterprise Ltd (SCE) –
which would set up the hydro scheme. It was registered with Company House and applied
for and receives the Scottish Government’s Community and Renewable Energy Scheme
loans (CARES). However this was superseded in August 2014 when a Community Benefit
Society, Sunart Community Renewables, was registered in order to take the Scheme
forward with the aim of raising much of the necessary finance through a community share
offer.
The proposed site for the scheme includes a disused Scottish Water raw water intake dam
- now owned by the SCC - which sits below the confluence of two tributary burns (grid
reference NM80956365), and which then runs over Anaheilt Common Grazing’s and a
private croft. The dam is serviced by rough tracks across the Grazings and downstream on
the private croft a metalled road leads to the site of the original croft house and runs parallel
with the burn.
Between 2012 and 2014, the SCC successfully secured CARES loans and a small loan
from the Sunart Community Company to finance the first stage of the Project including
design, consents, planning permission, purchase, extraction license, connection to the grid
and to involve the community in the preparation of a Community Development Plan for the
use of the future financial returns.
A professional hydropower company, Locogen, was engaged to take the Project through the
outline design and consent stages. This included a detailed survey confirming the route
and location of the powerhouse and which it was proposed would involve the creation of a
new intake structure at the existing dam and the installation of a pipeline to transport the
Sunart Community Renewables Ltd. Community Benefit Society. Reg.no. 7001
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water to the powerhouse. In October 2013 the ‘community right to buy’ the dam was
approved by the Scottish Government. A reciprocal and wayleave agreement has been
negotiated with SGRPID and the Anaheilt Common Grazing’s committee.
Funding was also secured to finance the Scottish Environment Protection Agency
(SEPA) ‘CAR’ extraction licence and agreement was reached with Scottish and Southern
Electricity (SSE) for connection to the grid. In November 2013 the scheme was registered
with OFGEM ensuring its eligibility for the higher ‘Feed in Tariff’ (FIT) rate so long as the
scheme is commissioned within 2 years of that date.
Alongside the first stage of the Hydro Project, the SCC secured Big Lottery ‘Awards for All’
funding to begin the process of drawing up a Community Development Plan which would
inform the allocation of funds raised from the Community Hydro scheme. This initiative was
designed to maximise the Sunart community’s ownership of the process.
The volunteer SCC Directors have successfully taken the Hydro scheme forward through its
development stage and in April 2014 funding was secured to employ two people on a job
share basis to project manage the scheme through the next two stages:
 developing the business model and securing finance
 construction and commissioning
With advice from Co-operative and Mutual Solutions funded through Co-operative
Development Scotland (CDS) and the new Scottish Community Shares Unit, Sunart
Community Company set up a Community Benefit Society in August 2014 known as
Sunart Community Renewables. Its purpose is to develop the scheme, secure funding,
construct, commission, manage the hydro scheme on behalf of its membership, and to raise
capital, primarily though a community shares issue.

3. The Hydro-electricity Scheme
Summary of Civil Design
The proposed scheme will be a run-of-river micro hydro scheme on the Allt nan Cailleach
burn using water from a fast flowing stretch of the burn and will be designed with an installed
capacity up to 100kWh. It will feature the following infrastructure:
 An intake structure on an existing dam to channel water into a pipe (penstock)
 A penstock (or pipeline) to carry water down the hill to the turbine
 A powerhouse in which the electromechanical equipment is housed
 Electromechanical equipment (turbine, generator and controls) in the powerhouse
 Connection to a private network to allow the power to be consumed on site and
exported to the grid
 Transformer connection to adjacent SSE high voltage power lines and on to the grid
 An outfall to discharge the water from the tailrace pipe
The proposed layout of the scheme is shown in Figure 2: Site Layout Plan
Water will be conveyed from the intake dam through buried pipelines, to a powerhouse
located adjacent to the Allt nan Cailleach, approximately 1.3km downstream. Water will be
returned to the river via a short tailrace channel alongside the powerhouse. The total
catchment area upstream of the intakes is approximately 2.3km.

Sunart Community Renewables Ltd. Community Benefit Society. Reg.no. 7001
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The proposed development lies within the jurisdiction of the Highland Council. The design of
the Scheme is in keeping with the relevant national, regional and local plans and policies to
meet sustainable development objectives and to increase the amount of renewable energy
that is generated and the project has been granted a Planning Consent.

Locogen Survey
An initial study was undertaken in 2012 by Locogen Ltd, a multidisciplinary renewable
energy company specialising in the wind, solar, hydro and biomass sectors. They were
commissioned to carry out the consenting phase of the project and produce a performance
specification. The aim of this phase was to take the project to the procurement stage
including the completion of the Planning and SEPA applications and the production of a
detailed performance specification and financial assessment for the project.
Locogen updated their Performance Specification report in November 2014. Copies of their
report, drawings and other planning documents are available on request.

Income
Income generated through the Feed in Tariff scheme is guaranteed by legislation. It is paid
by electricity companies under the terms of their distribution and supply licences. The
electricity companies recover the costs by adding it to customers’ charges. As a result, the
income forecasts are robust and – as long as it continues to rain - there is little risk of bad
debt.

Premises, plant and equipment
The intake dam is owned by Sunart Community Company and an option agreement to
purchase the site for the powerhouse is in place when all the finances have been raised.
Planning Permission has already been obtained. These facilities land will be leased to
Sunart Community Renewables for the Community Hydro scheme. The track of the penstock
runs through the Common Grazings and one individual croft. A Deed of Servitude has been
drawn up for the Common Grazings with the Common Grazings Committee and SGRPID to
provide for the construction of the buried pipeline and access.
The scheme construction will commence in spring 2015 and will be completed within 7
months to allow the generator scheme to be fully up and running by the higher rate FIT
deadline of November 2015.
The technical aspects of the scheme, including electrical, mechanical and civil design are
outlined in section 4. Further information is available on request.

4. Technical Aspects
This section deals with the technical design of the hydro scheme; it sets out the electrical,
mechanical and civil design, in addition to specifying the scale of the scheme and the annual
generating potential.

Sunart Community Renewables Ltd. Community Benefit Society. Reg.no. 7001
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Electrical Design6
The scheme will generate electricity for export to the national grid. The powerhouse will be
connected to the grid with specifications as follows:
 Connection Voltage – 230/400V
 Phases – 3
 Frequency – 50 Hz
A distribution board will be installed in the turbine house to which the supply from the turbine
will be connected. An OFGEM approved total generation meter will be installed between the
turbine control unit and distribution board to record total generation from the hydro system.
From here the generation will be connected to the distribution board located in the
powerhouse where the main incoming supply is connected. The half-hourly meter will be
supplied and installed by a Meter Operator such as SSE, who will collect and pass on the
generation data to the chosen electricity company with whom SCR signs a supply export
agreement.

Figure 3: Grid Connection Map

Electro-Mechanical Equipment
Turbine type
The final choice of the Hydrohrom Pelton turbine has been made taking into account costs
and efficiency. Final dimensional specifications are:

Pelton turbine
Gross head:
Net head:
Maximum turbine discharge [QTmax]:
Minimum turbine discharge [QTmin]:
Turbine output:
Generator output:
Turbine speed:
Generator speed:
6

104,5
97,5
0,125
0,0125
106,2
99,0

m
m
m3/s
m3/s
kW
kW

750
750

rpm
rpm

Locogen Performance Specification
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Figure 4: Hydrohrom Pelton turbine
Generator and Control System
The turbine, generator and transmission, control system and head sensor will be supplied
together as a package: generator rating – 99.9 kWh.
% of rated flow
100%
75%
50%
25%
10%

Generator Efficiency
92.3
92.0
90.6
85.0
72.0

Table 1: Generator Efficiency Curve

Electrics
An electrical schematic showing the required components is available on request. Exact
specifications of components/cabling will be determined by the relevant contractor.
Metering
A Feed-In-Tariff meter will be installed at the output from the control system. This will be a
three phase, OFGEM accredited meter that will enable the client to collect the Feed-In-Tariff
payments.

Powerhouse
The powerhouse is a simple building to house the turbine, generator and control system.
The dimensions/levels of the building, sump and slab are shown in the Locogen design
drawings and are available on request. The specification and dimensions of the concrete will
be at the discretion of the civil contractor. The final dimensions of the sump will be confirmed
on the order of the turbine.
Sunart Community Renewables Ltd. Community Benefit Society. Reg.no. 7001
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Site of Powerhouse
Access
It is proposed that access to the powerhouse, penstock and cable route is obtained by an
existing track and road across Anaheilt and Scotstown Common Grazings. This would
facilitate machine access to lay the pipe and cables; and to install the turbine.
Once the equipment is in place, the pipe and cable will be covered-over and the area relandscaped. Figure 2 in section 2 shows the route described.

Annual Generating Potential
The energy potential of the burn has been predicted using computer modelling of the year
round water flow, based on an analysis of catchment area, annual rainfall and physical
characteristics. This indicates a mean flow rate of 176 l/s, which is adequate to allow for the
maximum power output of the scheme. This will be 99.9kW at a net head of 97.5 m and a
rated flow of 140 l/s.
The expected average annual energy yield is calculated from the flow duration curve of the
burn and the power curves of the individual generation components. The power output from
the generator is based on the head, the flow and the efficiency of all the system
components. The gross annual energy yield will be 439,129 kWh. Assuming an availability of
97% (i.e. 3% downtime) the annual P50 energy yield will be 425,955 kWh. This equates to a
capacity factor of 48.6%. 7
Item
Gross Head
Net head at rated flow
Mean Flow
Rated Flow
Hands off flow
Max residual flow at rated flow
Rated power
P50 annual energy yield

Quantity
104.5m
97.5m
176 l/s
125 l/s
16 l/s
21 l/s
99 kWe
425,955 kWh

Table 2: A summary system operation

7

It should be noted that these figures are based on the use of the Lowflows Enterprise Flow Duration Curve
and actual generation figures may vary
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5. Environmental
Renewable energy has a key role to play in addressing the key issues of climate change and
security of supply. The continuing UK strategy of encouraging renewable energy generation
through the Feed-In Tariff (FIT) scheme, has created an opportunity both to contribute to
government objectives and to establish a commercial enterprise capable of delivering
attractive returns to its investors.
‘Run of river’ hydro schemes generally have very few environmental impacts provided they
are well designed and the implementation of the schemes is carefully planned. The main
impact is on the aquatic life and habitat that is affected by the removal of some of the water
from the watercourse. The Scottish Environment Protection Agency (SEPA) has set out
specific guidance which the SCR hydro scheme is following as part of its license conditions.
This ensures that suitable provision is made for aquatic life and habitat and that water levels
in the burn are not allowed to get too low.
The turbine and generator, like all electro-mechanical equipment, produces sound when in
operation. This should not be an issue as the powerhouse should be adequately soundproofed to minimise sound pollution to neighbouring properties so this will provide some
noise reduction.
The Scheme will have limited visual impact on the landscape once operational with only the
powerhouse and intake dam visible, both of which are existing constructions. The penstock
will be buried.

Relevant Policy Documents
Scottish Government
The development of Sunart Community Renewables’ Hydro scheme is in line with Scottish
Government policy8 which aims for renewable sources to generate the equivalent of 100 per
cent of Scotland's gross annual electricity consumption by 2020, with an interim milestone of
31% by 2011. It also supports their electricity generation statement in 2010 on the role of
thermal and renewable electricity generation: this was given in the context of their
commitment to decarbonise Scotland’s electricity generation sector by 2030, in line with the
recommendations of the Intergovernmental Panel on Climate Change9 (IPCC).

Highland Council
In May 2006 the Highland Council published its Renewable Energy Strategy.
“The aim is to harness both the energy and economic potential presented by renewable
technologies in the Highland area to provide Benefit for both the global environment and
local communities. In doing so, the elements of the natural and landscape heritage that
define the Highland area for locals and visitors will be protected. However, it is recognised
8
9

2020 Routemap for Renewable Energy in Scotland (published by the Scottish Government 2011)
Draft Electricity Generation policy statement 2010

Sunart Community Renewables Ltd. Community Benefit Society. Reg.no. 7001

Page 15

SUNART COMMUNITY RENEWABLES Ltd.

Community Benefit Society registration number: 7001

that change is an integral part of cultural heritage and that the Highland area needs new
developments in order for communities and businesses to flourish. Renewable energy
projects will, therefore, be developed in ways that protect the integrity of particularly valued
sites, maximise local and regional Benefits and minimise or avoid negative consequences”10.

Environmental Impact Assessment
The EIA (Scotland) Regulations 1999 state with reference to hydropower that “In addition to
the physical scale of the development, particular regard should be had to the potential wider
impacts on hydrology and ecology. EIA is more likely to be required for new hydro-electric
developments which have more than 500 kW of generating capacity.” Therefore an EIA is
not required for this development.

Water Environment
The Water Environment (Controlled Activities) (Scotland) Regulations 2005 (CAR) were
passed by the Scottish Parliament on 1 June 2005. These regulations are the means by
which the Scottish Environment Protection Agency (SEPA) controls and authorises activities
which can impact on the water environment. Regulation 12 covers authorisation for
abstraction and impoundment activities.
The Sunart Community Company successfully applied for a SEPA abstraction license in
October 2013 which will be transferred to the new Sunart Community Renewables
Community Benefit Society.

Stakeholder Consultations
The following stakeholders were contacted as part of an initial consultation into the feasibility
and support for a hydro scheme:
 Sunart residents and specifically residents within ~150m of the proposed turbine
house
 Anaheilt and Scotstown common grazings committees
 Community Energy Scotland
 Scottish Government (SGRPID)
 Scottish Water
 Scottish Environment Protection Agency (SEPA)
 OFGEM
 Scottish and Southern Electricity (SSE)
 Highland ecology
 Waterside Ecology
 Strontian Angling Association

Sunart residents and landowners
In March 2012 a presentation about the hydro scheme proposal was made to the AGM of
Sunart Community Company following the feasibility study by Locogen energy consultants.
A hydro scheme steering group of 11 local residents, including some representing the
crofting community, was set up.
A ballot was held in May 2012 to ask the 348 local residents if they supported the hydro
scheme and therefore the purchase of the disused dam from Scottish Water, under the
‘community right to buy’ scheme. The support was overwhelmingly in favour of the purchase
of the dam for a hydro scheme. There was a 70% turnout: 232 voted ‘yes’ and 11 voted ‘no’.

10

Highland Renewable Energy Strategy (May 2006)
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Page 16

SUNART COMMUNITY RENEWABLES Ltd.

Community Benefit Society registration number: 7001

The Sunart Community Council has supported the project by making 2 grants to the
Community Company, covering the 10% shortfall of the first CARES loan and half the cost of
the dam purchase.
In May 2012 the concept of developing a Community Action Plan was discussed and a
Working Group established. A successful bid to the Lottery ‘Awards for All’ Fund resulted in
a grant to engage consultants, CADISPA to work with the local community to develop a
Community Action Plan. A series of public meetings were held and a survey was sent to
every household. The aim of this exercise has been to provide a framework for future grant
allocation when the Hydro scheme is generating income for the community fund.
The next step to involve the community has been the community share offer.

Community Energy Scotland (CES)
Community Energy Scotland has supported the scheme from its inception and has made a
number of CARES11 loan awards to SCEL to enable it to carry out feasibility work, pay legal
fees, and obtain the necessary permissions and licenses.

Scottish Government (SGRPID)
A wayleave agreement has been secured between the Scottish Government and Sunart
Community Company regarding access for the hydro scheme across the Anaheilt Common
Grazings, Strontian. An annual payment will also be made to the Grazings Management
Committee.

Scottish Water
The disused dam on the Allt nan Cailleach was bought from Scottish Water after a
Community Right To Buy request was made to the Scottish Government. With support from
the Community Council it was purchased in 2014 for £2k plus legal costs.

Scottish Environment Protection Agency (SEPA)
The Scottish Environment Protection Agency (SEPA) guidance sets out the criteria for an
acceptable scheme and the mitigation requirements to include in its designs. These
mitigation measures include the following:

11

CARES: Community and Renewable Energy Schemes
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 Protection of river flows – This includes low flows, variability of flows, high flows, and
flows for the upstream movement and spawning of fish.
 Protection of fish movements – This includes downstream and upstream passage of
fish and upstream movement and spawning of fish.
 Management of sediment – This aims to enable the natural erosion and downstream
migration of sediment.
 Management of erosion – This aims to prevent erosion of river banks from the water
exiting from the tailrace of the scheme.
The design of the scheme ensures that water does not exit the tailrace at high velocity,
therefore ensuring there is no erosion around the tailrace exit. As this scheme is utilising the
existing outflow from the dam and returning the water into the same watercourse, there is
little natural watercourse to protect and few fish or sediment or movement to manage.
Therefore, it is anticipated that the rest of the measures listed above will not apply.
With the creation of Sunart Community Renewables the SEPA license has been transferred
from SCEL to SCR.

OFGEM
In February 2014 an application to OFGEM for FIT preliminary accreditation was granted.
The preliminary accreditation number is: P00217HDSC.The validity period ends on 24
November 2015.

Scottish and Southern Electricity (SSE)
SSE demonstrated their support for the Sunart Hydro Scheme by awarding £43,245 from
their Sustainable Development Fund, to Sunart Community Company to enable it to engage
two (job share) project managers to take the development to commissioning.

Highland Ecology
Highland Ecology conducted a bryophytes survey as part of the SEPA application process
and recorded 22 liverwort species and 56 moss species. There are no species listed as
important indicators in the most recent advice on bryological assessment for hydro schemes
in the West Highlands (Averis et. al. 2011). All the species recorded were either quite
common or very common in Britain. As a result the significance of any adverse impacts on
bryophytes was considered to be low.

Waterside Ecology
As a part of the SEPA application process, Waterside Ecology conducted a survey of water
voles and otters. It concluded that there was little evidence of otters on the Allt nan Cailleach
and only a single, unoccupied water vole burrow was found.

Strontian Angling Association
As a part of the SEPA application process, Strontian Angling Association conducted a
survey of salmonid habitat on Allt nan Cailleach to inform its design and planning. It
recommended where the discharge point should be located to minimise detrimental effects
on migratory salmonids from water extraction.
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6. Financial
Financial forecasts for the twenty years ending 31 March 2034 are available on request
together with detailed forecast for the first five years of operation. A summary of the
underlying assumptions used in the projections is provided at Appendix 1.
A summary of the Business’s forecast financial performance from FY15 to FY34 (Year 1 to
Year 20) is shown below. Please note trading commences in November 2015 (FY 16)

Profit and loss account
Year 1
FY15
£'000
Income
Expenditure
EBIT
Loan interest
Community share interest
Pre-tax (loss)/profit

21
(47)
(26)
(2)
(28)

Year 2
FY16
£'000
48
(78)
(30)
(36)
(5)
(71)

Year 3
FY17
£'000
114
(25)
89
(39)
(11)
39

Year 4
FY18
£'000
114
(26)
88
(36)
(11)
41

Year 5
FY19
£'000
117
(27)
90
(33)
(11)
46

Year 10
FY24
£'000
132
(28)
104
(15)
(10)
79

Year 15
FY29
£'000
150
(30)
120
(8)
112

Year 20
FY34
£'000
169
(47)
122
122

EBIT is calculated after deduction of maintenance and service, operations and admin and
lease costs.

Balance sheet
Year 1
FY15
£'000
Fixed assets
Current assets
Current liabilities
Long term liabilities
Net assets

120
771
(70)
(566)
255

Year 2
FY16
£'000
693
94
(36)
(532)
219

Year 3
FY17
£'000
681
96
(33)
(494)
250

Year 4
FY18
£'000
669
100
(35)
(453)
281

Year 5
FY19
£'000
656
97
(37)
(408)
308

Year 10
FY24
£'000
595
77
(147)
(38)
487

Year 15
FY29
£'000
533
239
(10)
762

Year 20
FY34
£'000
471
219
(13)
677

Cash Surplus
Included within current assets is the following cash surplus:
Year 1
FY15
£'000
Cash reserves

755

Year 2
FY16
£'000
69

Year 3
FY17
£'000
71

Year 4
FY18
£'000
75

Year 5
FY19
£'000
71

Year 10
FY24
£'000
48

Year 15
FY29
£'000
207

Year 20
FY34
£'000
182

Note: cash reserves after debt service payment, tax deductions, gift aid and some equity buy-back or withdrawal
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An analysis of the cash surplus over the life of the project is shown at Appendix 3.
The Business may consider offering member-investors the opportunity to sell back a defined
number of shares, beginning in Year 5.

Funding Requirement
To enable the Business to set up the hydro-electric scheme and commence construction in
November 2015, it is seeking an investment of £850,000. Specifically, the funds will be used
to meet the initial capital cost of the Scheme including all construction, external contractor,
project management and commission costs.
The business is seeking to source the funding requirement from the following:
Community share offer – a minimum of £284,000
Whilst the investment is primarily a social investment in the community and its environment,
investors can expect a reasonable rate of return on their investment. The level of interest will
be set by the board of the Business annually and the Directors expect to be able to pay an
average annual interest on share capital of 4%. The Society Rules state that it can pay
interest on members’ shares to a maximum of 5%, or 2% above the base rate. The shares
have to remain invested for at least 3 years.
Commercial loan(s) – a maximum of £566,000
We are in discussion with two lending institutions. It is expected the loans will be repaid over
156 months and 120 months at an interest rate of 6.75% and 8%. A capital moratorium will
be in place during the development of the hydro scheme. Once the project starts to generate
income, capital will be paid quarterly in arrears with interest paid monthly.

Community share offer
Shares in the Business have to remain invested for at least three years after the Business
starts trading. The shares are not transferrable and only the Business can purchase them
from investors.
The shares will never go up in value but can have their value reduced to zero if the Business
fails. The Business will buy shares back at the discretion of the board which will make
decisions based on the financial situation.
Interest to members will be paid in accordance with the Business’s aim to be of benefit to the
community. Based on the assumptions of the financial model the likely pre-tax profits, the
directors expect to be able to pay an average annual interest on share capital of 4%. In
addition, HMRC have given advance assurance that Sunart Hydro investors will qualify for
tax relief of 30% under the Enterprise Investment Scheme (EIS).
The planned financial return is not high nor is it directly linked to the surplus that the
Business will generate. The actual rate will be within the parameters laid down in the share
agreement. Annually the directors will recommend a rate of return for approval at a general
Sunart Community Renewables Ltd. Community Benefit Society. Reg.no. 7001
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meeting. The surplus will be generated through a charity vehicle to provide funding for other
community schemes within the geographical area.
It is expected the scheme will generate an Internal Rate of Return of 14%.

Financial Analysis
A financial analysis has been carried out based on the scheme described in Section 3 and
the analysis is divided into five sections:
 Analysis of Capital Expenditure for Development
 Analysis of Operation Expenditure
 Analysis of Revenues
 Life Cycle Analysis
 Financial Projections

Capital Costs
There has been a change to the development and construction costs from the design and
cost study undertaken previously by Locogen in 2012. Costs have been reviewed to bring
them up to date.
A number of environmental surveys were carried out by Highland Ecology (bryophytes),
Strontian Angling Association (salmonid habitat), Waterside ecology (Water voles and
otters), and a survey of bats.
Breakdown of projected capital expenditure:
Turbine, generator, control and
installation
Civil design
Civil construction
M&E contractor
Allowances and Contingencies12
Sub-total
VAT 20%
Purchase of croft land
Wayleave (year 1 only)
TOTAL

105,000
8,000
390,000
15,000
83,000
601,000
120,200
40,000
3,123
764,323

Table 6: Capital Expenditure
The project has several features which will help in obtaining funding. These are:
 Community participation and community development
 Renewable Energy
 Environmental Benefits
 Sustainable development.
In addition there have been a number of loans for development costs which will have to be
repaid with interest when construction begins.
CARES (Community and Renewable Energy Scheme)

12

Includes: Allowances for rock excavation and pipe bedding plus general contingency
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Through Community Energy Scotland, CARES offers loans to a range of community
organisations to help with the development and installation of a variety of renewable energy
technologies. The key Benefit of these loans is that they do not have to be repaid if the
scheme doesn’t proceed for legitimate reasons.
The Sunart Community Company was successful in its application for funding for technical
assistance for a feasibility study and design, licenses, planning permission, a ‘community
right to buy’ of a disused dam, grid connection, the setting up of a new company and
associated legal costs. In addition, further funding was awarded for project management to
take the hydro scheme to its next stage of securing the necessary funding and for its
construction. These loans were transferred to SCEL on its creation.
The total sum approved by CARES is £60,440 which is repayable when the necessary funds
have been raised to begin construction. Interest is payable on this loan at 10% making the
total repayable sum £66,484.

Operational Expenditure
It is expected that a maintenance agreement will be put in place as a requirement for
insurance and finance purposes. Therefore this business plan will assess the financial case
for the project assuming a maintenance agreement is in place.
The balancing and settlement code which governs energy generation stipulates that any
scheme with an output greater than 30kW requires a half-hourly meter installed which needs
to be registered centrally by the electricity purchaser. An annual cost for a half-hourly meter
contract with data retrieval is approximately £500. An overall breakdown of the operational
expenditures is included in Table 6 below:
Insurance
Operation and Maintenance
Meter readings
Wayleave
Administration and accounts 13
TOTAL

2,000
6,500
500
500
3,000
12,500

Table 7: Operational expenditure

Annual Revenue
Initial discussions have taken place with an energy supply company, Smartest Energy. A
Power Purchase Agreement (PPA) would need to be set up with an energy supply company
to claim the Feed-in Tariff incentives.
Smartest Energy has indicated that the revenue from the Power Purchase Agreement (PPA)
would match that of the rate provided by the generation and export Feed-in Tariff rates
(20.76p and 6p/kWh respectively) and would be renewed annually. The scheme has been
registered for the Feed in Tariff (FITs) through OFGEM and the current rate is 20.76per
kWh.
As well as registering for FITs accreditation, SCR will register for accreditation to receive
Levy Exempt Certificates (LECs) and Renewable Energy Guarantees of Origin Certificates
(REGOs) by applying via the Renewables Register administered by OFGEM.
Annual Income from sale of LEC’s ~ 423 X £4.3 = £1770.
13

Service level agreement with SCC.
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Based on the tariffs and assumptions above, the components of revenue from the Feed-in
Tariff for the scheme are shown in Table 8.
The turbine is expected to generate 425,955kWh per annum14 and therefore we could
expect an average gross annual income of £106,900 in the first year of operations.
Feed in Tariff (@ 20.76p) total generation
Export Power Purchase Agreement (@ 6p)
Total
Table 8

£88,428
£25,557
£113,986

The aim is to have the scheme generating electricity by November 2015 (making Year 1,
2016).

Life-Cycle Analysis
A financial model has been created based on the CARES finance tool which includes capital
expenditure, operational expenditure and revenues and includes the results for a number of
different scenarios including:





All the working capital being raised from Equity (the Community Share Issue)
50% of the working capital being raised from Equity and 50% from Loans
One third raised from Equity and two thirds form loans
PPA price being 6p per kWh

This highlights the importance of appropriate finance for funding the project and shows that,
even using bank loan finance, the project has a respectable payback period.

7. Risks
The key risks to the Project have been identified as part of the project plan risk assessment
(See Appendix 4), and steps taken or planned to mitigate against the likelihood or impact of
them happening. Each risk has an identified owner and risks are regularly reviewed by the
Directors.
Key risks identified are:
 Overspend – This risk has been mitigated by careful budgeting at an early stage and
by ensuring all works are carried out at fixed cost. There is contingency built into the
financial projections.
 Failure to raise sufficient capital –This risk will be mitigated by careful planning in
order to identify a wide range of suitable funds and by ensuring that each fund is
aware of its role in the project.

14

Hydrohrom and Tincke turbine estimates
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 Construction risk – The construction risk will be mitigated by ensuring qualified
contractors are selected with a good track record of delivery of similar projects. All
contractors will be suitably insured and the construction process will be closely
supervised by a project manager so that any problems can be dealt with at an early
stage. Slippage time has been built in to cope with any adverse weather conditions.
The turbine will be ordered as soon as possible to allow for the projected build time.
 Volume of Water/Rainfall - The amount of electricity generated by the hydro scheme
is linked to volumes of water in the Allt nan Cailleach burn at Strontian. This varies
both day-to-day and across years and may be lower than assumed in our financial
modelling. The estimated output has used the Lowflows data produced by Locogen
to ensure a cautious approach to the volume of water available for generating
electricity and calculating profits.

8. Strategy and Implementation
Consents
The Sunart Community Company, in conjunction with Locogen, has designed the scheme
and has obtaining planning consent, grid connection approval and a water abstraction
licence which has ensured that the regulatory barriers to development are removed.
The dam is now owned by Sunart Community Company and sale of the croft land on which
the powerhouse will be built is the subject of an option agreement. Land owned and with
right of access by Sunart Community Company will be leased to SCR for the hydro scheme.
Deed of Servitude, access agreements, are in place with the Common Grazing’s Committee
through SGRPID.

Fundraising
Sunart Community Company has engaged a project manager15 to obtain all necessary funds
to enable the procurement and construction phase to proceed. Further details of sources of
funds are included in the Financial Plan in section 4.2.

Procurement
Sunart Community Renewables has appointed aLocogen to oversee the tender process and
the design and build contractor. It is anticipated that the procurement process will take 2 – 3
months and will result in placing orders when the funding package is confirmed. The
maximum lead time is expected to be 6 – 8 months for the turbine.

Construction
15

Two project managers have been engaged. One will work on the business model and finance, and the other
will oversee the construction
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Construction will take place once finance, and all consents are in place, and civil engineering
contracts finalised. This will include gaining access to the site; installing the penstock and
valves; and constructing the plinth and powerhouse. The turbine and generator will then be
installed. The scheme will be connected to the grid and commissioning will take place,
signifying completion of the construction phase and allowing power generation to begin. The
scheme will need to be tested and formally registered with OFGEM. The construction phase
is expected to be up to 5 months and will need to be synchronised with the SEPA license
conditions to avoid fish spawning seasons.

Operation
The dam will have an opening designed to allow sufficient water to pass downstream before
any is taken by the scheme. The control system monitors the water level in the header tank
and keeps this constant by opening and closing valves in the turbine house. Operation will
include regular checks on the turbine and intake as well as administration of revenues and
operational expenditures. A suitable company will provide scheduled maintenance on a
contract basis. Management of operations is described below. Well-maintained hydro
schemes can provide reliable energy generation for 100 years or longer.

Legal Agreements
A lease agreement has been drawn-up between SCC and SCR which will enshrine the rights
of Sunart Community Renewables in respect to the land on which the project will be built and
operate. This will include the rights of access for construction and operation, as well as water
use for the turbine. Two parts of the site for the scheme will be owned by Sunart Community
Company and SCC will also hold the Deed of Servitude wayleave agreement for the
Common Grazings land over which the penstock will run.
A further legal agreement will be put in place between Sunart Community Renewables and
one or more utility companies known as a Power Purchase Agreement.. This will be a
contract to ensure that all power, FITs, and LECs are purchased by the Company, and to
regulate the administration of and payment for these commodities.
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Development Timetable
ALT NAN CAILLEACH HYDRO SCHEME
Year
Month
Sub Project 1: Project planning
Plan approval
Stage 2 review
Stage 3 start
Sub Project 2: Organisational legal structure
SCC agrees on type of organisational legal structure
SCC agrees rules of new legal structure
Register new legal organisation
Communicate new structure to stakeholders
Set up community fund
Sub-project 3: Business plan and financial model
Business Plan with business case and financial model
Explore options for funding
Identify potential commercial lenders and their terms
Sub-project 4: Community Share Offer and other
funding
Agree terms of community share offer and other
options
Identify enterprise tax relief conditions and integrate
into offer
Produce Community Share Offer document
Promote Community Share Offer
Launch Community Share Offer
Offer other options for community financial support
Sub- Project 5: Community Engagement
Community Development Plan finalised
Regular communications

May

Jun

Jul

2014
Aug Sep
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Milestone events marked/celebrated
Sub-Project 6: Supplier and Construction
Contract(s)
Turbine ordered
Turbine delivered
Turbine hand over and commissioned
Tender specification drawn up and approved
Design and Build Contractor engaged
Detailed design drawings finalised
Sub-Project 7: Preparation for Construction
Site access survey – access agreed
Environmental Management Plan approved
Bat survey findings: construction approved
Materials and colours for powerhouse approved
Sub-project 8: Construction and Commissioning
Work begins on site (excluding burn)
Work on burn (post 31 May)
Construction (including allowances)
Hydro scheme commissioned
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Project Management Team
The initial stages of the development of the Scheme were overseen by the Hydro Subcommittee of Sunart Community Company. In May 2014 an experienced project manager
was engaged to take the Scheme through its next stage.
With the establishment in August 2014 of a new co-operative society for Community Benefit,
Sunart Community Renewables, 3 members of SCC hydro committee became the Founder
Members of the new Company and a Secretary was also appointed. They appointed
additional Directors from the former hydro committee.
Assisted by the project manager, the management team over the lifetime of the Project,
including its development under the auspices of SCC, consists of:
David Barker
David has extensive management, media and practical skills. He was a film producer for
most of his working life but also developed his own landscape gardening business which
included landscape design and construction. Since settling in Sunart, David has honed his
practical building skills by building his own house. David is a Director of the Sunart
Community Company, and a member of the Hydro sub-committee. He is also heavily
involved in other local organisations and activities and was previously a member of the
Management Committee of the Sunart Centre. He is currently Chair of the Three Lochs Book
and Arts Festival and a member of the local Book group, and the Ardwalkers, a walking
group.
Crawford Cameron
Crawford has a croft in Strontian and is a member of the SCC hydro committee. He currently
works on the Caledonian MacBrayne ferry from Lochaline and previously worked on creating
and maintaining forestry roads. Cameron has his own digger and has many years’
experience working on the roads in western Scotland. He is a very active member of his
local community in neighbouring Morvern.
Tim Coldwell
Tim is an apprentice trained craftsman Joiner in exhibition and Museum work. For the last 26
years he has been involved in the manufacturing and installing of commercial glazing
systems, managing site installations from surveying to customer hand over. He has also
been involved in the racing and building of several motorcycle and race cars, which he has
raced in both Europe and America, with a particular interest in forced induction high
performance engines. Since moving to Strontian he has set up a mountain bike hire
company and has purchased and refurbished the village caravan and camp site.
Robert Dunn
Robert has been involved with the hydro project from the start having already constructed
two ‘micro-hydro’ schemes on his own land and has substantial project management and
governance experience. Robert’s background is in tropical forest management, working on
DFID aid projects in Grenada, Nigeria and Ghana. Since settling in Sunart with his family he
became a Director and Joint Secretary of the Sunart Community Company, Secretary of the
Hydro Committee and a Director of Sunart Community Enterprise Ltd.
Peter Ford
Peter trained as an Electrical engineer and spent 25 years selling electric asynchronous
motors and associated controls, (providing speed control for AC motors), to a broad
spectrum of industries including steel, water, sewage, textiles, food, brewing, chemical,
pharmaceutical and machinery manufacturers. He also had responsibility for identifying
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applications and engineering solutions. He went on to spent time working in agriculture and
then created and ran his own landscape gardening and house hold maintenance business.
Prior to moving to Strontian he managed a holiday business for an estate on the Isle of Mull.
Peter now manages his own croft and is Chairman of the Common Grazing’s’ Management
Committee. He is a member of the hydro committee.
Malcolm Gillespie
Malcolm graduated from Glasgow University as a Mechanical Engineer and worked for most
of his life in the marine fishing industry as an engineer and in management roles. He has
built his own 50kWh ‘run of river’ micro hydro-electricity scheme in Sunart, overseeing and
project managing its construction. The scheme was commissioned November 2012.
Malcolm is involved with several local community projects including a local woodland
management group and he is Vice-chair and treasurer of Ewen’s Room, a Community
mental health self-help group. Malcolm is a Director of Sunart Community Company and a
member of the hydro committee.
James Hilder
James Hilder is a Principal Associate of An Roth Associates, which offers consultancy
services to the public and private sector, primarily in the form of business support,
governance and training in the third sector. He is also co-proprietor of a small hotel,
restaurant and bar in Strontian. James is an Associate Tutor with the Social Enterprise
Academy delivering both open and in-house programmes, endorsed & accredited by the
Institute of Leadership and Management. He has significant experience of social enterprises,
development trusts and income generation for community projects offering advice and in a
leadership capacity. James is a Director and the treasurer of Sunart Community Company, a
Director of Sunart Community Enterprise Ltd and a member of the hydro committee.
Richard Laybourne
Richard spent 12 years in the gas industry, in customer service, marketing, corporate
planning and IT roles. He then moved into IT management in telecommunications where he
worked for 15 years. For the last three years Richard has been an Ambulance Technician at
Strontian Ambulance Station, and is currently training as a Paramedic. Richard is a Director
and joint secretary of Sunart Community Company, a Director of Sunart Community
Enterprise Ltd and Chair of the Hydro Committee.

Jamie McIntyre
Jamie is a freelance forester and community development worker. He has worked in
community and rural development forestry for the past 15 years, as community
forester/project manager for the Sunart Oakwoods initiative, from 2000-2008, and following
this as woodland crofts officer for HIE/FCS, supporting the development of community-based
woodland crofts. When that role ended, he returned to self-employment. He is a former
Director of the Community Woodlands Association and currently a Director of Sunart
Community Company and a member of the hydro committee.
Dale Meegan (Project Manager - business development and financing)
Dale is an experienced strategic, operational and project manager, and has managed
projects from their inception, through to delivery. She has worked at national, regional and
local level in a range of roles in the third and public sectors and has been responsible for
securing grants, contracts and tenders for many different projects and service developments.
Dale currently offers third sector and community development consultancy and training and
was engaged to provide project management to the Sunart hydro project, with Ian Leaver,
through its business development and financing stage.
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Chris Morgan
After gaining a degree in Marine Biology Chris had a 5 year career in medical microbiological
research before changing career and training as a Chartered Accountant. A number of
years in audit were followed by 10 years as finance director of a computer technology
company with over 250 employees. Chris then spent 15 years as Finance Director with
responsibility for a hotel chain, travel agency and a number of other businesses. He has
opted for a slower pace of life in the Highlands but no less busy, running a self-catering
business and maintaining a 7 acre croft. Chris is keen on conservation and environmental
issues.

Operational Management
It is proposed that Sunart Community Renewables will put in place a Service Level
Agreement (SLA) with Sunart Community Company to provide management and
administrative support including organising board meetings, submitting accounts and
returns.
Scheduled maintenance tasks will take place as part of a maintenance contract.
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Appendix 1: Summary of the underlying assumptions used in the
projections
Financial assumptions
The construction of the hydro scheme is due to commence in April 2015 and is expected to
be fully operational by November 2015.
Opening position
The opening position at 31 July 2014 is derived as follows:

£
Development Costs
Bank
Total Assets

17,377
26,000
43,377

£
CARES Loan
SCC Loan
Total Liabilities

(41,027)
(2,350)
(43,377)

Expenses to date
SSE Revenue Grant

£
(21,623)
21,623

Income
Income is based on an annual electricity generation of 423, MWH and is derived as follows:
Category
Feed In Tariff (generation
tariff)
Power Purchase Agreement

Unit Price
20.76p

Credit Turn
60 days

6p

90 days

Agreement unit price is expected to increase by inflation (estimated to be 2.5%) per annum
from April 2018. All income is assumed to be standard rated for VAT purposes.

Direct costs and operating expenses
Maintenance and service costs are assumed to be £6,500 in the first year of operation
(FY16) and payable within 30 days. Project management costs commence in August 2014
and are expected to be £24,568 per annum. All costs are assumed to be standard rated for
VAT purposes and expected to increase by inflation per annum.
The following costs will be incurred:
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Category
Direct Costs
Maintenance
Property
Management
Operating
Expenses
Rent
Insurance
Promotions
Share Admin
Meter
readings
Accountancy
Arrangement
Fee
Legal
Contingency
(2.5%)
TOTAL

Community Benefit Society registration number: 7001

FY15

FY16

FY17

FY18

FY19

24,568

6,500
28,330

6,660
-

6,827
-

7,000
-

3,123
3,500
1,333
-

500
2,000
500

515
2,050
515

525
2,101
525

541
2,155
541

3,000
5,830

3,000
30,000

3,073
-

3,150
-

3,229
-

5,000
1,159

1,771

320

328

337

47,513

72,601

13,133

13,456

13,803

Costs expected to increase annually from FY19 by inflation.

Bank interest
Interest is charged at 4% on any overdrawn balance.

Depreciation
Depreciation is charged at the following rates:

Development phase
Turbine, generator and control
Civil design
Civil construction
M&E Contractor
Contingency

2% straight line
2% straight line
2% straight line
2% straight line
2% straight line
2% straight line

Corporation tax
The Company plans to gift aid profits to a local charity. This will minimise its corporation tax
liability.

Fixed assets
The following additions will take place:

Land Purchase
Turbine, generator and
control

FY15
40,000
55,000

FY16
50,000
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Civil Design
Civil Construction
M&E contractor
Contingency

Community Benefit Society registration number: 7001

8,000
103,000

390,000
15,000
83,000
538,000

The design and management expenditure will be paid within 30 days of purchase.

VAT
The VAT liability will be paid in the months of January, April, July and October.

Funding
The proposed funding package for the project is as follows:-

Equity
Loans (2)

£
284,000
566,000
850,000

The loans will be repaid over 120 and 156 months at an expected interest rate of 6.75% and
8%. A capital moratorium will be in place during the development of the hydro scheme. Once
the project starts to generate income, capital will be paid quarterly in arrears with interest
paid monthly.
Arrangement fees on both loans will be 1%.
The equity will be raised via a Community Share Offer. From April 2017, interest of 4% will
accrue on the equity balance. The company will buy back the equity between FY19 to FY34
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Appendix 2: Funds available for Gift Aid to SCC Community Benefit
Fund
Funds will be available after the first part financial year (2016). They will rise again
significantly once any commercial loans have been repaid.

FY16

FY17

5

FY18

7

FY19

10

FY20-28

14

15

FY29

FY30-32

FY33-34

90

100

30

Profit available for gift aid
150,000
100,000
Profit available for gift aid

50,000

FY15
FY16
FY17
FY18
FY19
FY20
FY21
FY22
FY23
FY24
FY25
FY26
FY27
FY28
FY29
FY30
FY31
FY32
FY33
FY34

-
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Appendix 3: Buy back schedule
Equity buy back (community shares) will commence in financial year 2019 as follows:

FY1924
5

FY2528
10

FY2930
15

FY3133
30

FY34
93
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Appendix 4: Risk Register
RISKS
Risks are be reviewed and updated at each SCR Board meeting.
RISK ASSESSMENT KEY
Likelihood: scale of 1-5 with 1 being less likely and 5 being very likely to happen.
Impact: scale of 1-5 with 1 being minimal impact and 5 having a major impact on the project
Risk and Owner
1

Unable to raise full capital for
construction and installation
costs within required timeframe.

Likelihood
1

Impact
4

Suggested Countermeasure



DM




2

Low take up of community share
offer

2

3





DM




3

Poor weather delays
construction work on site

3

2



2

3



Dedicated Project manager
resource
Production of robust business
case and plan for potential
funders.
Early exploration of all possible
funding sources including loans,
grants.
Development and promotion of
community share offer for early
launch.
Learning from other similar
initiatives.
Explore
options
to
delay
tendering and construction
Marketing plan
Wide catchment for potential
investors
Use of social media and
dedicated website
Grant application for range of
marketing materials
Prepare for any shortfall to be
met by commercial loans
Funds will be returned if the
project does not go ahead
Slippage time built into Project
plan

IL
4

Supplies not being available
within time frame
IL

5

That the cost of the Project has
substantially risen in the 3 years
since the estimate was made
and the funds raised are
insufficient



2

3





Consultation with manufacturers
ahead of purchase to determine
time scales for delivery FIT with
Project timeline.
Turbine ordered as soon as
funds
become
available.
(Turbine could take up to 9
months from order)
New quotations obtained and
target figure confirmed for
community share offer, and
potential lenders
Any subsequent increase in
capital costs will be met by
money raised in the share offer
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Risk and Owner

Community Benefit Society registration number: 7001

Likelihood

Impact

Suggested Countermeasure

DM
6

The amount of electricity
generated by the hydro scheme
is linked to volumes of water in
the Allt nan Cailleach burn and
this may be lower than assumed
in the financial modelling.

or by an additional bank loan
1

3



Low flows analysis by Locogen
has informed the financial
projections and business plan to
allow for variation

2

2



SCR will hold insurance that
includes cover against loss of
income.
A repair fund will be established
from FY16

DM
7

There may be interruptions to
the generation of electricity
caused by financial or legal
matters or mechanical/electrical
failure of equipment or damage.



SCR Board
8

Change in legislation affects
Feed In Tariff (FIT) rates being
reduced and a consequent
reduction in income

1

4



Re-work financial model for this
scenario

SCR Board
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