
 

Nothing changes. Everything changes.  
Uncertain times for small windfarm owners. 

 
Nothing changes. Everything changes. This seems to the moto for wind farms, especially when it comes to their 

valuations. Wind farms as an asset class are supposed to be “set and forget”, as in you do your homework upfront on 

the wind resource, capital costs, finance and offtake and, with the rules of the game known for the 25 years, forget 

about the project to a large degree. But over time we have come to expect this NOT to be the case.  

Valuations of windfarms in today’s market are impacted by several new, and sometimes complex, market, regulatory 

and other unforeseen changes. We've a laundry list not of known and future costs to small wind farms including rate 

increases, REFIT changes, a new market in i-SEM with new costs coming with balancing risks and trading strategies, 

and that’s on top of suppressed whole sale prices, limited historical inflation and changes coming down stream for 

de minimis projects. 

Compounding inflation didn’t happen, but rates did 

Generators that were 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. 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. Of course, costs were also modelled to rise in line with inflation so some comfort can be taken from this 

but 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. Generally, your primary calculation, 

although it does vary from county to county, sees rates coming in now around €16 to €18 per megawatt. If 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.”  says John Harney Director of 

New Energy Chartered Accountants. 

A new market means a new set of rules and risks 

The new i-SEM market due to launch now in October of this year is going to layer more costs on wind farm owners. 

The biggest of them will be additional balancing costs, essentially the fee paid to offset the error in predicting the 

wind forecast. The idea here is to find a financial incentive for wind farm owners to decrease their forecast error to 

enable more and more renewable energy to be deployed onto the grid. To hit the higher targets, all EU countries are 

adopting a similar strategy. The new market also comes with additional trading fees as it requires active involvement 

in the day ahead markets and intraday markets. The proposed changes in REFIT and how the reference price is 

calculated are to disincentivise generators from dumping generation into the balancing market and to accurately 

forecast their likely supply of energy in advance. “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.”   

Market change and the Power Purchase Agreement 

The introduction of i-SEM and, proposed changed to REFIT, is creating the opportunity, and sometimes necessity, for 

wind farm owners to find a new PPA offtaker. Supplier-lite projects may decide to go into the market for a PPA to 

cover their exposure to the balancing market. Others may be using the market change clauses and proposed REFIT 

changes to break their PPAs and find a new offtaker with better terms. It will be an interested summer to say the 

least as new bed fellows are made and deal struck before the new PSO year starts in October, now nicely aligned to 

the proposed start date for i-SEM.  

 



 
When you add it all up 

When you consider proposed change to the status of de minimis projects post 2020 and the new costs, plus 

suppressed wholesale prices that diminish the value of merchant trading, what does it all amount to? Options are to 

hang in there and ride the wave until things settle down. Ideally wind farm owners should seek to cap their 

exposures to imbalance costs, at least until the market settles down. Another option is to sell the project, take 

money off the table now, as there is benefits of small projects coming together in a larger portfolio. We have seen 

some of the big wind farm owners already sell their assets and this trend may continue again until things settle 

down. Whatever you do don’t put your head in the sand. The rules of game have changed like it or not and more 

active management is required to keep the show on the road. 

Hear more about valuations of Irish wind farms listen to our podcast here: https://www.bvp.ie/bvp-podcast-series-1-

john-harney-valuation-of-existing-wind-farms/ 
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