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I have John here from New Energy chartered accountants. John's going to talk to us today about 
valuations of existing wind assets. 

John, maybe you could tell us about the things are affecting valuations of windfarms in the market? 
We've heard about inflation, we've got increases in rates, we've got suppressed market prices that 
are coming from a low base at present and we have i-SEM and REFIT changes on the horizon which 
will come with additional costs to the generators. From the top John, what’s the impact? 

Interviewee: John (NECA) 

So essentially everything you've mentioned there has had a deep impact on valuations of windfarms 
over the last couple of years.  If we start at the top of the list, generators that will have been building 
in or around 2010/11 would have used financial models with a two percent enduring long term 
inflation rate and, as everybody knows, that didn't materialize. 

And although REFIT is not negatively impacted with downward inflation, there hasn't been the level 
of forecasted inflation and that has put the revenue line under pressure. 

Ray (BVP): Surely that’s offset against the costs not also increasing by 2 percent?  

John (NECA): Not exactly and there have been some additional costs. Projects that would have been 
bank financed between 2010 and 2013/14 would have been aware of the biggest of them, the rates 
issue that's bubbled up in Limerick and which will be rolled out across the country. We're seeing 
rates increases of nearly 300 percent in certain cases. It depends on the multiplier that each county 
council places on the scheme of arrangement. 

Ray (BVP):  Put that into context for me. Rates went up by three hundred percent, but you know 
some of the larger windfarms are able to absorb those rates surely or is a per megawatt calculation 
used and it hits everyone as hard? 

John (NECA): Generally your primary calculation, although it does vary from county to  county,  sees 
rates coming in at the moment around €16 to €18 per megawatt. 

Now bear in mind a lot of these wind farms would have been banked at debt service covenants hard 
up against 1.2 and any kind of a cost increase will out the wind farm under pressure to maintain the 
covenants. 

Ray (BVP):  We see the start of i-SEM has been pushed to October. Everyone's got a little bit more 
breathing space to get their house in order, but we know that some additional costs are going to 
come from exposure into the new balancing market. We're also going to see a change to REFIT with 
a proposed 80/20 calculation brought in to incentivize people to forecast and trade in the day ahead 
market and not just dump their electricity into the balancing market.  

We have additional trading fees. So that trading houses can cover the costs of all the additional 
activities that go into trading electricity in the day ahead and intraday market. 



John (NECA):  My belief is that those costs will wash out over time and in the future the valuations 
will settle. The uncertainty today means different people are taking different views on this. 

I know some of generators are looking at balancing costs of around €4 per megawatt hour with 
trading costs up to about €1.50 megawatt hour. Now we have seen balancing and trading cost as low 
as €2 per megawatt house all in, a lot of that stems from this integration between REFIT and i-SEM.  

Ray (BVP): Tell me in recent years there's been growing advancements in how developers might go 
about forecasting wind, the P90, P75 and P50 estimates? If you roll back 15 or more years, when the 
very first wind farms were being developed, the technology and the methodology were not as 
accurate as they are today. The models that you see may have discrepancies between the original 
forecast and what's happening? 

John (NECA): Yeah absolutely and you don’t even need to go back as far as 15 years. There's a 
definite difference, in fact there is quite a few wind farms under their predicted levels and they're 
consistently performing at a P75 level with some, even worse, at the P90. And the problem is once 
you have a number of years of actual wind data the projections harder up and going forward it has a 
severe impact on the total valuation of the project. 

In a sense it means you must pull out of the stops to get those figures right. Day one.  

Ray (BVP): Some other factors in the valuations we've seen are suppressed power prices effecting 
forward looking price curves, especially for the merchant project. What do you see happening? Do 
you think that the forecasts are going to increase from the present day low base? 

John (NECA): I think it's inevitable that we'll see a sort of a slow continued increase, so long as the 
base SMP price continues to rise. But the reality is far for valuations today the uncertainly of that 10 
year tailed part, post REFIT, has dampened valuations. 

Ray (BVP): Some of the small wind farms you have assessed are deemed de minimis.  They're facing 
some changes post 2020. Maybe you could tell us about what they are and what the impact is to the 
project? 

John (NECA): Yes, a lot of these projects that were de minimis really had the option of registering 
themselves on demand sides as a supplier of negative demand. And then my understanding is that 
this this process is going to end and it's going to be phased out in up to 2020. If they had a PPA 
directly with an intermediary, they may not be directly impacted. But those projects using the 
supplier-lite model, and there is quite a few of them around, may see revenues decreasing as a 
result. 

Ray (BCP): John thank you very much for your time today. My name is Ray O Neill and this podcast 
was brought to you by BVP, investing and sustainability through innovation. 


