Windfarm Community Benefit





The issues concerning windfarm community benefit and how it might be used, can be categorised into a few major subject areas. Each of these subject areas may then be subdivided into either issues to be resolved or tasks to be  carried out. The questions of ‘who does what?’ and ‘how is it to be funded?’, may then be addressed.


An analysis of the situation in this way, enables information to be organised more systematically and it might also help debate to be more constructive.





The major subject areas are: 


1 Setting up the community fund:


(a) Agreeing upon the amount of benefit and its distribution between communities. 


(b) Forming the community benefit company for the purposes of administration of the fund and management of the development process.





2 The development process


There are at least three stages:


(a) Generation of ideas. 


Sharing of ideas and objectives combined with researching and publishing information so that ideas may be well founded. This is an iterative and creative process in which all within the community should take part


(b) Project selection, planning and proposal


Prepare proposals and obtain funding. This stage requires a more critical approach and is probably pursued by  project champions or a dedicated community group.


(c) Project implementation.





3 Funding and management.


Each part of the development process will need to be funded and managed although not necessarily funded from community benefit funds or totally managed by the benefit company. 





Sources of information used.


Information and advice is available from a wide range of sources. The following notes are from discussions with officers in local authorities, elected members, benefit company secretaries and also from information available on the internet.





1 Setting up the Community Fund





(a) The amount of benefit and its distribution between communities.


 


Amount of benefit 


Varies with developer: 


 N Power £1157 per MW generation capacity per year, Plus £12200 per MW on site completion. The Farr, 82MW site paid £1million up front, on completion. 





Scottish Power (Beinn Tharsuinn 30MW)   £2000 per MW generation capacity per year plus an additional amount depending upon production. Thought to be worth about £2250 per MW per yr. This was negotiated by the council area manager.


Benefits may also include upfront payments or end-of-contract payments.


Currently, the guidance from the Highland Council to developers is that the benefit should be about £4000-£5000 /MW/yr (generation capacity) however the actual payments are typically half that amount.





Negotiations 


Care needs to be  taken to ensure separation between community benefit and the planning application. Considerable progress towards a benefit agreement is however, normally made prior to planning permission being granted.


At Farr, the developers made an offer which was not accepted, but an alternative was put forward,  based upon site productivity. Although the developers were willing to increase their offer, this was frowned upon by financial advisors  because of the variability the funding from year to year. The developers then offered £1 million on site completion in addition to the annual payment.


Some developers endeavour to stipulate considerable restrictions on how the money should be used but these are not necessarily accepted by communities.


Negotiation for sums in excess of the payment proportional to generation capacity, are based upon the community accepting an element of risk. The risk could be the actual amount of energy generated which, in the highlands where load factors are likely to be high, would be a good approach. Negotiations have also considered the variability of the value of  renewable energy certificates. (Recently, ROCs have been significantly more valuable than the energy generated but their value is expected to fall.)





Distribution


The Highland council suggests a 60/40 split between local and wider areas however at Farr, the fund has been split 60 /40 between two communities- an agreement established by the communities..


At Beinn Tharsuinn, there are a total of 22 communities and the split is to be determined by the number of occupied dwellings and their distance from the windfarm. 





Who carries out the negotiations? This is determined by the local authorities attitude towards community participation, the competence, and perceived competence, of the community councils and the complexity of the situation. Community participation is seen as both expensive and time consuming, and so local authorities who are also strapped for cash, may not be able to justify the necessary resources.


At Farr, the negotiations were community lead by a group containing people from both of the nearby communities, and included their elected county councillor. The communities later separated and created their own arrangements for administering the funds: one formed a company and one formed a trust.


 There is a similar situation at Fort Angus where there are two communities. Agreement has been reached between the developers and the community councils prior to forming a benefit company or trust. Meetings were chaired by the Highland Council who also gave financial and legal advice.





 In South Lanarkshire (Black Law windfarm) the local authority carried out the negotiations without community involvement and the local authority now control the funds; this was against the wishes of the nearby community at Forth..











1(b) Forming the community benefit fund company


The process for forming a community fund company is very fully covered by a Highland Council Document, “Making the Most of Community Benefit Funds” There are also several other, very helpful documents available on the highland web site.





Current advice is that the sequence of events, leading to the formation of a funding company, should include: 


(a) Form preliminary community group to co-ordinate this process..


(b) Research information relevant to local needs and development strategies.


(c) Consult with community to establish a vision for the fund.


(d) Prepare operational statement.


(e) Agree upon and undertake a process to appoint directors.


(f) Complete legal requirements for registration of company and charity.





During this process, there are consultations with the developers and other stakeholders such as the local authority, development agencies and also with those able to provide, expert legal advice.  





One benefit company secretary has pointed out that the Highland Council’s advice has its limitations:


 (i) Company objectives are restrictive and valid projects have arisen which do not fall into the list of funded categories.


(ii) In order to be a registered charity, the elected councillors (community and council) must be in a minority.


(iii) A major matter of contention is the process for selection and appointment of the directors. One option used was to elect five (from the community council) and they then select another six.


(iv) There is confusion over the way in which directors should retire.


 One company thought it was necessary, under company law, for the directors to retire after three years and so initially, it would be better to appoint a third of the directors for a term of one year, a third for two years and a third for three years. Another company considered it necessary to have initially, only three directors, and that they were obliged to retire and organise an election of directors within 18 months. It would seem that both of these alternatives are in operation. 





 At Farr, the fund company was formed initially, simply from  the negotiating subcommittee.





Documents and legal agreements.


(a) Memorandum of association. Much of this document lists out “objects” of the company and is required for company registration. 


(b) Operational Statement. Equivalent to a constitution


(c) Agreement with developer.


The primary role of the benefit fund company is to enter into a binding agreement with the developers with regard to the payment of benefit. However, discussions with the developers will normally have taken place and a basis for an agreement will have been established, prior to the benefit company being created. This is because there needs to be a clear understanding about the conditions of use of the benefit, in order that they may be written into the legal documents required for the formation of the benefit company.. 





Legal costs for the agreement with the developer, have been paid for by the developer up to a maximum of £1000. However, this was not sufficient to cover the cost of company registration and charity registration as well as the fund agreement and so the additional sum was paid out of the benefit fund. 








2 The Development Process


(a) Generation of ideas for fund objectives.





Community Participation


Methods used to enable members of the community to express their opinion, have included: questionnaires, “Have your say” postcards, open meetings and exhibitions. Postcards which asked for views on the type of projects (recreation, health, youth, energy conservation) achieved a response of 38% of the population.





There is an extensive body of research available about community participation. Sources include, Joseph Rowntree trust, Strathclyde University Community Education Division and the Central Research Unit of the Scottish Executive.





Informing public opinion


Some benefit companies produce regular bulletins in order to keep their communities informed. Otherwise, little evidence has been found at new benefit companies, of factual information being sourced and published, in order to inform public opinion. 


The most important source of information is an evaluation of recent projects and how well they have achieved their objectives.


Other information of use could be:


Local rural development strategies. (South Ayrshire are currently formulating a rural development strategy.)


Community Partnership Forum strategies.


Audits of rural resources and also of the  provision of rural services and amenities.


Data on poverty, employment, housing and health.





Ideas for use of funds 


Objectives have been both practical and more strategic, such as: community hall and swimming pool, topping up grants for micro generation schemes, increasing diversity of the local business economy, investing in land for affordable housing and also investing in the energy generating company.


Scottish and Southern, at the Glendoe Hydroelectric scheme, have given £300,000, ring-fenced for energy conservation. They have a similar scheme for Hadyard Hill.





2 (b) Project Proposal 


The development of a project proposal, from initial ideas through to obtaining funding,  requires a project champion - or a dedicated community group- to ensure that a wide range of community stakeholders’ and funding companies’ objectives are preferably met. (If not met, there should at least not be conflict.)


Consideration is given to a number of issues: 


compliance with local and national strategies, the criteria set by other fund holders, ensuring the project is economically feasible preferably sustainable, demonstrate it is what the community needs and wants, ensure it is technically feasible, legal and complies with environmental standards. All this requires significant guidance from a development agency such as Highland Opportunities or Girvan Horizons, and they require funding.


A two stage system of application for funding is operated at some companies: first an indication is given on the likelihood of being funded, based upon an outline description. If the indication is positive, the preparation of a full project proposal becomes worthwhile.


One benefit company is considering employing a development officer. The community where they want a swimming pool, have created a subcommittee to look into the project’s feasibility.��Funding Criteria 


Many of the criteria for funding, are written into the legal documents required for the formation of the benefit company and the agreement with the developer.


In one community, 70% of the funds are to be used for large projects and it is a requirement that they should also obtain match funding. Frequently excluded from funding are religious, political or anything that may be against the interests of the windfarm developers.





2(c) Project Implementation


Project management expertise is commonly available in most business companies. Adequate management will probably be a requirement from fund holders for any significant project. Specialist technical input may also be necessary.


 


3 Managing and Funding the Development Process


The role of a trust is seen as handing on money to other community groups for approved projects. Community Benefit Companies however, have a broader role which includes the responsibility of maintaining a development process and engaging with the community in a proactive way.


Many comments have already been made within this report, concerning management and funding. 


It is worth highlighting those tasks within the development process, which are in addition to carrying out the actual projects.


These include: surveys, research, information bulletins and publicity, preparing project proposals, providing advice concerning stakeholder strategies, providing technical advice and finally, project management. The Community benefit company, who may decide to co-ordinate all of these, also requires from time to time, legal and financial advice.


The company could decide to employ people to carry out many of these tasks, enter into contracts for the provision of advice and to give support and finance to project champions. 
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