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Disclaimer

This document sets out how the directors of Gower Power envisage the society developing over
2023-2025. It is presented as information for members and the wider public. It should not be taken in
whole, or in part to be a financial offering.

If you are considering subscribing for community shares in the society, please read our share offer
document, which can be found on our project page at the Ethex website:
https://www.ethex.org.uk/invest/gower2023
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1. The community

1.1 Purpose and vision

The society’s purpose is to work for the benefit of the community, primarily in the County of
Swansea, with some activities extending outside the county as appropriate.

The society’s long-term vision is a healthier, more equal, more environmentally resilient, more
prosperous, more cohesive and culturally vibrant community in a low-carbon economy, living and
working with observance of the Sustainable Development Principles.

The society will pursue this vision by developing and administrating renewable energy generation
and supply projects, forming partnerships where beneficial, and then using surpluses to:

o pilot and establish nature-oriented health and well-being interventions

o create and support more ecologically sensitive food supply chains

e facilitate meaningful community participation through shared ownership

We will also support other enterprises to use surpluses from their renewable energy projects to
deliver demonstrable social and environmental impacts.

1.2 Identity

The Gower Peninsula of Swansea was the first designated Area of Outstanding Natural Beauty in the
UK. Replete with market gardens and coastal food production, it supplied a large area of West
Glamorgan with fresh food including vegetables as well as cockles, oysters, laverbread and lamb.

In the early 2000s, the indigenous population of Gower was struggling, primarily with the lack of
lucrative local employment, the high cost and low availability of public transport and other essential
services and the area’s unending popularity as a holiday destination for those wealthy enough to
afford a second home. Priced out of local home ownership, younger generations reported feeling
forced to leave the area looking for housing and work, while those who remained without the income
level to cover high transport costs faced isolation and difficulty accessing education, employment and
healthcare.

Gower Power was formed to harness the power of local people to create solutions to some of these
issues, by making the most of the assets available to them - including land, sea, sun, wind and other
natural resources - and developing prosperity and resilience through collective action and ownership.
Creating the first community-owned solar farm in Wales at the gateway to the AONB, now supplying
local householders with green energy produced from Gower sunshine, was the definitive expression
of the organisation’s intention to bring power to Gower, and draw power from Gower. Swansea now
boasts an impressive number of Community Supported Agricultural schemes partly thanks to Gower
Power kick-starting this agroecology movement locally and re-establishing Gower as a food
production centre.

Serving on numerous partnerships committed to innovation in pursuit of sustainability, Gower Power
is respected and valued as a collaborative partner in wide-ranging discussions under the
decarbonisation agenda, and as a champion of grassroots-led projects seeking to improve
environmental and social resilience. Our growing list of members, supporters and contacts testifies
to our draw as a natural home for like-minded people seeking to pursue all of the Wellbeing Goals for
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Wales and release people power to rise to the challenges of climate change and of a small locality
seeking to transition away from seasonal tourism to a more sustainable economy.

1.3 Demographics

The target community served by the society is primarily the community living and working within the
local government boundary of the City & County of Swansea, which covers three UK parliamentary
constituencies:

1. Gower - the most westerly, wealthy, white, aged and sparsely populated of Swansea’s
constituencies, Gower’s 78,000 residents include a lower proportion of young people (16-24)
than Swansea and Wales averages and a higher percentage of over-45s. There are lower
proportions of people born outside the UK and in non-white ethnic groups than elsewhere in
Swansea. People are generally in better health and have higher level qualifications. The
percentage of households living in (especially) detached and semi-detached housing, and
owned tenures is higher in Gower, which has higher proportions of both economically active
adults and economically inactive retired people than elsewhere.

2. Swansea West - home to two universities and a large number of students from the UK and
abroad, Swansea West’s population of just over 78,000 is concentrated into a much smaller
area than Gower’s, resulting in the 3rd highest population density in Wales. Students
contribute to the higher percentage of: 16-24 year olds; those with higher level
qualifications; those resident in (particularly private) rented accommodation; those in “flat,
maisonette or apartment” housing, and economically inactive adults. Percentages of
economically active and employed adults are relatively lower.

3. Swansea East - the most populace and poverty-stricken Swansea constituency includes two
notable “higher than Swansea//Wales average” figures: for both economic
inactivity/unemployment, and also for economic inactivity due sickness, disability or caring
responsibilities. Working poverty in low-paid, insecure work is a feature of this area, bringing
associated health complaints and higher mortality rates. With council housing concentrated
here, there are larger numbers of social renters and a considerably lower percentage of
people with higher level qualifications.

1.4 Community needs

Swansea is a county of contrasts. Health inequality and economic inequality are stark, with life
expectancy varying by up to 15 years between the areas of Mayals and Mayhill, less than 5 miles
apart. Swansea is one of the few Welsh local authorities owning housing stock, which is heavily
concentrated in particular neighbourhoods featuring highly in the Welsh Index of Multiple
Deprivation. These areas, and also the more rural areas to the north and west of the county, are
particularly under-served by public transport, which is prohibitively expensive and increasingly
lacking in route coverage. Poorer neighbourhoods are often food deserts and cash deserts, with a
lack of fresh produce and of free ATMs, adding to the Poverty Premium whereby those on low
incomes pay more for the same goods and services as others (including, notably, energy).
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Along with health and economic inequality, there is growing awareness amongst our members that
the impacts of climate change and energy insecurity will exacerbate the challenges faced by people
living in poverty, locally and globally. Many members of our community feel eager to do what they
can to reduce fossil fuel dependence, support the development of renewable energy initiatives and
buy clean energy themselves.

Climate change is a crisis of social justice, with those least responsible for the problem facing the
greatest challenges; it is also a great leveller, since the protections afforded by the wealthy cannot, in
themselves, completely save anyone from the devastating impacts of global warming. Our work
responds to the community’s need for renewable energy, environmental protection and
personal/collective resilience. A biodiverse, resilient environment plays an important role in
addressing health inequality, as does nutrition, hence our focus on supporting nature-oriented
health and well-being interventions, and ecologically sensitive food supply chains. Our society is also
committed to exploring ways of reducing fuel bills through local energy supply models. While
supporting decarbonisation, healthy environments and local energy and food production, we also
address the community need for more sustainable economic models, founded on collective
ownership of assets managed in line with the sustainable development principle.

1.5 Share offer purpose

The purpose of Gower Power’s 2023 share offer is to raise capital to purchase an operational solar
farm in Llangyfelach, Swansea (“Brynwhilach”), thereby transferring it into community ownership.
Raising at least £385,000 through a community share offer will secure the long-term future of the
solar farm and the community benefit fund that flows from it.

A successful community share offer will reduce the cost of the capital required to fund the solar
farm, as we will be charged a relatively high interest rate on a junior loan provided by Big Society
Capital and Power To Change to the Community Energy Together (CET) portfolio, of which we are one
of the joint partners. The more funds we raise, the less interest we pay and the more we can put
towards developing and supporting new and existing community projects.

On investing in Gower Power, shareholders automatically become members and have a say in how
the society is run. Shareholders will also receive news of our activities and be invited to participate as
volunteers in running and promoting our work should they wish to.

1.6 Community benefit

The Brynwhilach solar farm generates around 4.8 GWh per annum, equivalent to the energy
demand of 1,650 typical houses, saving around 45,000 tonnes of CO2over the farm’s
remaining 23-year life.

We expect to generate around £2.7 million in community benefit funds which will be distributed in
grants and also be used to develop and deliver our own projects. Improving our funding mix,
including reducing our junior loan if the share raise exceeds expectations, will further increase the
size and accelerate delivery of funds for community benefit.
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As a community benefit society, we will report our activities to members each year and also consult
them about potential new projects. In addition, as part of our junior loan funding arrangements with
CORE, we are obliged to provide our lender(s) with social impact reports detailing how community
benefit funds are spent. These will also get published on our website.

Prior to converting to a CBS we have spent the last decade setting up and supporting a number of
community enterprises, through a variety of means including by distributing surplus funds from
Brynwhilach. Further details can be found under Section 2.

1.7 Communications
The society will:

Run campaigns, such as community share offers, to attract new members and/or volunteers
Maintain a website featuring our annual social impact reports, news and articles of interest
to the members and the wider community

e Maintain a presence on social media, both for sharing our news and ensuring our readership
is aware of other work of interest
Attend events to promote our work
Use our growing network of partners and community benefit fund beneficiaries to share
relevant news and articles of interest through their own networks

2. Track record

2.1 Origin, history and development

Gower Power was established as a company limited by guarantee, later converting to a community
interest company, to access grant funding to study the feasibility of a solar project and community
supported agriculture (CSA) on a field in llston, Swansea. With Gower Power support the llston site
soon became the home of Cae Tan CSA but facing grid constraints and planning development
restrictions, Gower Power failed to take the community owned solar concept forward at llston.
Similar difficulties arose at other sites in Swansea and across South Wales. We subsequently
supported numerous other CICs to launch successful community solar and wind projects, secured
funding for various schemes and developed consultancy services advising on how to deliver
community benefit and enable community energy. Being favoured for UK government subsidies at
the time, these activities were of particular interest to commercial renewable energy developers.

After completing some solar installations on local community facilities, and also running a share offer
for Swansea Community Energy Enterprise Scheme (a partnership installing solar panels on nine
schools and a care home in two of the most deprived areas in Swansea), Gower Power successfully
developed Wales’ first community owned solar farm, forming Gower Regeneration Ltd (GRL) in
partnership with Gower Heritage Centre. GRL is a separate society which Gower Power continues to
administrate.

Gower Electric Co. (previously Gower Power Solar Storage CIC), the provider of one of the UK’s first
local energy tariffs, was also formed as a joint venture, this time with a private developer. Gower
Electric Co was originally set up to own and operate an EU-funded battery on the Gower
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Regeneration site, to pilot supplying affordable clean energy to up to 250 local households, and to
become a 100% community owned entity. In August 2023, GPSS, now a separate company to Gower
Power, rebranded as Gower Electric Co to reflect its unique offer, and is finally offering discounted
electricity to its customers.

Presented with an opportunity to acquire a 5SMWp solar farm at Brynwhilach from Good Energy,
Gower Power contracted Finance Earth (called Environmental Finance at that time), who then
founded CORE LLP (Community Owned Renewable Energy) with funding from Big Society Capital and
Power to Change to acquire commercially operated solar farms in England, and founded CORE LLP’s
sister company CORE HN to acquire solar projects in Wales in order to transition them into
community ownership. Having successfully acquired seven solar assets, CORE facilitated the creation
of Community Energy Together, a consortium of 5 community energy organisations set to jointly
acquire the portfolio of solar assets. In September 2023 Gower Power successfully registered with
the Financial Conduct Authority and converted into a Community Benefit Society in order to issue
community shares enabling members to collectively invest in Gower Power so that we could
transition the Brynwhilach solar farm into community ownership.

Concurrently, the possibility of a shared ownership scheme enabling Gower Power to part-own the
45MWp Parc Solar Caewnewydd in Gowerton, currently at pre-planning stage, is also being explored.

2.2 Membership

We currently have 44 individual members, the majority of which were recruited when we first set up
as a company limited by guarantee in 2013.

Our second phase of membership recruitment comes via the 2023 share offer.

2.3 Share capital

We are seeking to raise £385,000 with our 2023 share offer to acquire Brynwhilach solar farm, with a
stretch target of £1.6M. Replacing existing junior debt at Brynwhilach solar farm with lower cost
equity funding will enable us to support more community initiatives.

For the 2023 share offer we expect to be able to pay a 6% annual interest payment to our members
as per the financial model provided by CORE’s advisors Finance Earth which has informed this
business plan and our share offer document. The same financial model was used to secure the debt
packages with the lenders for Brynwhilach, whose lending criteria included evidencing our ability to
deliver wider community benefits.

Subject to members approval we intend to issue more shares in future years to raise capital for more
renewable energy projects. New share offers will have their own terms and conditions outlined in
their respective share offer documents.

2.4 Community benefit fund performance

Whilst we project that revenues derived from the Brynwhilach solar farm will generate around £2.7M
available for community benefit over the next 23 years, we have already been using surplus funds for
community benefit delivery.
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Over the last five years we have allocated over £50,000 of surplus funds from Brynwhilach to local
projects that have: piloted a local energy tariff; run educational programmes in primary schools;
empowered various types of volunteer-led activity; funded crisis interventions during the pandemic
lockdown, primarily focused on food distribution and mental health support; drawn more money into
the local area through the supply of match-funding and crowdfunding, and supported numerous
community gardening and food-growing projects. In addition, our two roof installations, paid for by
our historic operating surpluses, currently provide 28.75kWp of clean energy for two community
centres.

As Brynwhilach’s debt burden reduces, our future operating surpluses are expected to increase
significantly. We will also be looking to identify, develop and/or partner on more projects to provide
more clean energy for our community and to further increase the society’s funds available for
community benefit delivery.

3. The society and its people
3.1 Structure

Gower Power is 100% owned and democratically controlled by its members.

Gower

e

Community benefit
fund distributions

Wight 'ﬁ-‘\-
Community -

Enargy

'

. P> .
and new projects { I
U 4
Kzt
Community Gower

Core Brynwhilach

The above diagram shows a simplified future ownership structure of Brynwhilach solar farm post
completion. The multiple tier ownership structure of Brynwhilach is a result of the securities that
needed to be taken by the lenders to the CET portfolio. We have appended more detailed structure
charts to explain the CET ownership and loan structures of which Gower Power is a joint partner.
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3.2 Rules and governance

Our rules are available on our website here. They are based on Co-operatives UK's Community
Finance Model rules with very minor alterations. They were approved by the Financial Conduct
Authority on 20th September, 2023.

In summary, we have adopted a co-operative model of doing business, where:

e Our members own Gower Power on a one shareholding equals one vote basis, this is
regardless of size of shareholding

e Members can put themselves forward to the membership for election to the board of
directors
Profits from trading can only be used for the benefit of our community
Our assets are locked so their value must be retained within the society in order for it to
continue delivering its purpose

e Shares are non-transferable and capital can only be withdrawn subject to the society’s
approval

® Interest payments are approved by the membership at each AGM and are subject to the
conditions set out in the share offer document

3.3 Board and manager competencies

Board of directors

The board currently has six directors with considerable experience between them of setting up and
running similar community energy schemes, as well as comprehensive understanding and
professional experience of addressing our community’s needs through their wider work.

Grants panel

In addition we also have an independent grants panel which one of our Directors Mary Sherwood, in
her capacity as Grants and Development Manager, consults about the allocation of grants.

All directors and grants panel biographies can be found in Appendix 2.

3.4 Business plan development

Our business plan is a living document.

The current version has been prepared by the directors to set out our short and medium-term
strategy so potential investors can understand how we operate. It focusses on our current activity,
which includes:

Overseeing the operation of the Brynwilach solar farm, in line with industry best practice
Working with our partners in Community Energy Together

Overseeing the operation of our solar roof installations

Providing secretarial and administrative services to Gower Regeneration and for the Gower
Power membership

Delivering community benefit fund management contracts
Exploring new opportunities to develop or partner on new renewable energy projects

10
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e Providing ad hoc consultancy services

We encourage new members to contribute to the evolution of the business plan and our strategy. We
expect to revise the plan in line with market conditions and the desires of our members and the
community we serve.

3.5 Membership strategies

We are canvassing for new members via our share raise, launching on 27th September, 2023.
Investors will be able to invest £250 or more with a maximum holding for an individual member of
£100,000.

4. The business model

4.1 Our goals

This business plan lays the foundation for our activity to 2025. Our key goals are:

e To reduce interest payments on Brynwhilach’s junior loan. We plan to raise enough share
capital to minimise the size of our junior loan as far as we can. This will enhance our ability to
fund community benefits.

o To continue delivering our existing administration contracts to the best of our ability ensuring
social impact from those contracts

o To explore opportunities to develop or form partnerships on new renewable energy schemes,
such as potentially taking in stake in Parc Solar Caenewydd

e To identify and secure new ways of leveraging our income from Brynwhilach Solar Farm such
as we did with Gower Power Solar Storage CIC where some community benefit funds were
used to secure a 70% match

e To build the Gower Power brand so that we can maximise the power of networks for the
benefit of our community

Maximising the social impact of our activity will be a key factor in all our decision making.

4.2 Market opportunities

Welsh context
Community energy projects in Wales benefit from a number of current opportunities:

e A Welsh Government policy framework that is ‘community energy positive’. This includes a
policy objective for at least an element of local and shared ownership in all new energy
projects from 2020, and in 2023 the rollout of Local Area Energy Plans in each Local
Authority.

e On a practical level Welsh Government provides Development Manager support, feasibility
grants and some capital grants through the Welsh Government Energy Service, with
development and capital loan finance available through the Development Bank of Wales

e For projects smaller than 5SMW, a strong route to market can be available through uptake of
power purchase agreements to single customers such as industrial, public utilities and other
statutory bodies, providing increased and more stable income to suppliers, and reduced and
more stable costs to purchasers

11
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e The sector also has a membership based representative body, Community Energy Wales of
which Gower Power is a member. Community Energy Wales works to support, network and
inform the sector, influencing policy and building bridges between community sector
organisations and wider partners.

Parc Solar Caenewydd:

Gower Power is currently engaging in a shared ownership policy opportunity in a proposed solar farm
at Parc Solar Caenewydd. Early discussions with the Developer indicate that a significant share in a
45MWp solar farm could be made available, with a potential to enhance the level of return with a
private wire connection to a public utility. Gower Power will seek to secure terms in a Memorandum
of Understanding as the formal planning application proceeds with the Welsh Government through
Autumn 2023.

Local Supply

Most communities interested in operating renewable energy projects would prefer to be able to
supply local households and businesses with a tariff linked to their generation. To date, only a
handful of small pilot projects have been able to achieve this. One example is Gower Electric Co,
initially launched under the ‘Gower Power’ brand, we helped set up and develop this project in
partnership with a private developer. The pilot, part-funded by Welsh Government with EU funds,
explores selling electricity from a solar farm with battery storage directly via a licensed supplier
(Ecotricity) to up to 250 local consumers over the 11kV distribution network (i.e. the local grid). In
terms of opportunities, this project could be scaled at larger solar farms, potentially at Brynwhilach,
and also at other developments we have an interest in, subject to partner involvement, lender and
other consents, and securing funds for development.

If you live in the Swansea area, it still may be possible to switch to local energy.

Amendments to the UK Energy Bill championed by a lobbying group Power for People may create a
step change in the provision of local supply tariffs if successful. Needless to say, with experience of
the challenges setting up a local energy tariff, Gower Power is well positioned for this opportunity.

5. Operations
5.1 Key contracts/assets

Brynwhilach - The solar farm and holding company are asset-managed by Bright Renewables under a
management service agreement. This includes:

e Operational asset management (operation and maintenance, security, contract management,
land management, electricity exporting, insurance, power purchase agreement negotiation,
monitoring and reporting).

e Finance and accounting (Income claiming, expenditure, taxation, quarterly management
accounts, annual audit, cash flow forecasting).

® Regulatory Compliance (Health and Safety, HMRC, Ofgem, FCA, Companies House, Planning
and Information Commissioner requirements).

12
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e Plus other related services that may be required from time to time.

Gower Power has representation on the Board of Bright Renewables and its parent COAM Members
Ltd. More information about CET and Bright can be found in Appendix 1.

The solar farm has performed consistently well as can be seen below.

Irradiation and generation: forecast v actual

Irradiation

(kWh/m2) Forecast | Actual | % Generation (kWh)| Forecast [ Actual %
2017* 1069 898 | 84% 2017* 4305058 | 3868151 [ 90%
2018 1164 1200 | 103% 2018 4674276 | 4935055 | 106%
2019 1164 1141 | 98% 2019 4655579 | 4657953 | 100%
2020 1164 1168 | 100% 2020 4636957 | 4915679 | 106%
2021 1164 1120 | 96% 2021 4618409 | 4745657 | 103%
2022 1164 1186 | 102% 2022 4599935 | 4997556 | 109%
2023 632 656 | 104% 2023 2487660 | 2712471 | 109%
Total 7521 7369 | 98% Total 29977874 (30832522 | 103%

*2017 was construction year, hence slight under-performance that year which we understand was a
metering issue on connection.

Historical financial performance data for Brynwhilach can be found in the Appendix 2.

The lease at Brynwhilach runs until 2046 and we are in discussions with the site owner about
extending this further.

Community Energy Together - the partnership with the other four community energy organisations
within CET necessitates involvement and representation from Gower Power. This activity is carried
out by Ant Flanagan who will become a CET Director on completion of the acquisition of Brynwhilach.
Ben Ferguson has been nominated as an alternate (i.e. back up).

Solar roofs - These arrays, that have generated nearly 200,000 kWh since installation, have had no
major faults since installation. They were installed and maintained initially by Caplor Energy. They are
now maintained by Limitless Energy.

Gower Regeneration administration contract - This contract is delivered by Ant Flanagan with the
support of Ruth Evans, a chartered accountant who has been subcontracted by Gower Power for the
last 10 years.

Community benefit management contracts - These are delivered by Mary Sherwood with Ant
Flanagan’s support.

13
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Ad hoc consultancy - dependent on what the contract is, these are delivered by various members of
the team and subcontractors where appropriate.

5.2 Premises

Gower Power closed its central office following the COVID pandemic. Our part-time staff now work
from home.

The Brynwhilach Solar Farm is located in Llangefelach, Swansea. The site is leased until 2046. We are
in discussions with the landowner about extending the lease and also the potential to deliver other
projects on neighbouring land.

Our roof installs are located at: The St Madoc Centre, Llanmadoc, Swansea SA3 1DE, and Glanrhyd
Coronation Club, Glannant Terrace, Ystradgynlais, Swansea SA9 1BG.

5.3 Equipment

The Brynwhilach plant has 18,648 modules with a total installed capacity of 4,993.90 kW. The panels
had an initial design Performance Ratio(PR) of 85.74%. There are six Schneider inverters with a
combined capacity of 4,080 kW AC with a ratio between DC and AC of 1.22

Our community building roofs have 113 Renesola 250W panels between them, and SMA inverters.

We also own a drone and some computer equipment.

5.4 Workforce

Gower Power currently has two part-time employees:

Ant Flanagan: Founder and Director, who coordinates Gower Power’s strategic, financial and business
development.

Mary Sherwood: Grants and Development Officer and Director, who coordinates grantmaking;
projects and partnership support.

We have a team of subcontractors that provide development and administrative support on a casual
basis.

5.5 Equalities and diversity

Our organisation’s Equal Opportunities Policy sets out how we strive to work without discrimination
and uphold equality of opportunity and inclusion for our employees, board members, general
members and service users. We recognise that the best way to meet people’s differing needs is to be
in clear, open dialogue about those needs insofar as they relate to our work. To this end, we
recognise the importance of a diverse board of directors and a diverse body of members, qualified by
virtue of their diversity to contribute their views on how our work can continually improve to deliver
positive results across society. Attracting diverse members is a challenge. As well as making active

14
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offers to under-represented groups , we seek and welcome suggestions for increasing our diversity as
an organisation. Our partnerships across the local voluntary sector equip us with relevant expertise
to consult, as well as networks through which we can connect with groups who may be less likely to
hear about, or participate in, community energy.

Whist facing up to diversity challenges within our organisation, we are able to proactively target
certain groups for support with our community fund, ensuring that a good range of groups serving
different audiences is able to benefit.

5.6 Policies and processes

Gower Power has a suite of policies and associated procedures and documented ways of working,
which ensure transparency, accountability and good governance. Our conversion to a Community
Benefit Society proposed an ideal time to review and reaffirm our commitment to these policies.

This process is currently underway, and policies will be made available for members and key
stakeholders as they are reviewed and adopted by the Board. Older versions awaiting review are also
available on request.

6. Capital
6.1 Funding mix

Historically Gower Power has been financed through a mixture of grants, loans from social lenders
and from its Directors, and also through generating profits from consultancy services and the sale of
assets developed for community organisations. Aside from an outstanding Bounce Back loan secured
during the Covid Pandemic, Gower Power has no other debts outstanding at the point of our 2023
share offer. Gower Power has sufficient cash reserves to clear the balance of the Bounce Back loan,
and this low-cost loan is only held for cash flow purposes, with the interest payments serviced
through income from existing operations.

In order to acquire Brynwhilach solar farm and the other seven solar assets, CORE secured finance
from Big Society Capital and Power to Change. Part of this original finance package was repaid
following CORE securing a senior debt package for the CET portfolio from Abrdn.

CORE and our fellow societies in CET are now seeking to refinance the remaining capital through a
junior secured loan note and community equity raise. The junior portfolio loan note will be provided
by BSC / PTC and has a 5.25-year tenor. The junior portfolio loan note will be channelled through CET
and will have a second-ranking pledge over all the assets of the operating solar projects.

If the CET societies fail to meet their overall equity raise targets (£2.5M overall), the junior lenders
(BSC and PTC) will increase the junior loan amount up to £11M to met a £0.5M underraise, increasing
the proportion of junior debt in the funding mix. Conversely, any over-raises by the CET societies will
reduce their allocation of the junior loan, increasing the proportion of community equity in the
funding mix, and thereby improve overall community benefit fund projections further.

6.2 Share offer plan

Our target raise is £385,000 — this is the amount we need to raise to take over ownership of the solar
array from CORE.
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We have a stretch target of £1,600,000. Raising this much would mean paying a reduced rate of 6%
to the community members, rather than 8.5% in the first 3 years and then 9.5% in the next 2 years
which is payable to the lenders of CORE.

Our offer opens on 27th September, 2023 on the Ethex platform with a closing date of 27" October,
which is tied to the transfer of ownership from CORE to Gower Power in November 2023. | Should
our stretch target not be met, we are likely to re-open the offer in order to reduce the more
expensive junior debt.

6.3 Funding structure post completion

On completion of all the legal steps necessary to achieve completion and farm ownership transfer,
CET (and through CET the solar farms we will have acquired) will be liable for both senior and junior
loans, as follows:

Abrdn Loan (Senior debt maturing in December 2036)

CET’s subsidiary CPIL will have a senior secured loan from Abrdn of £24.2M as at 30 September 2023.
The loan is allocated across the underlying solar farms that YCE, Wight Community Energy, Kent
Community Energy, Shropshire & Telford Community Energy, Gower Power will acquire. The
outstanding senior loan attributed to Gower Power’s solar farm at Brynwhilach will be circa £3.2M as
at 30 September 2023

The Abrdn loan is to be repaid collectively by the solar farms based on a fixed semi-annual repayment
profile with the final repayment due to be made in December 2036. The loan bears interest at a rate
of 0.1% pa and both interest and capital repayments are indexed to RPl. The loan is
cross-collateralised with first ranking security interest over all the solar farm assets and shares across
the CET group structure.

BSC and PTC Loan (Junior Debt 2023-2028)

CET will also take a £10.5M 5.25 year junior loan from BSC and PTC, on completion of the acquisition
of the solar farms. The facility will have second ranking security over the assets of all the solar farms
owned by the community societies, including Gower Power.
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7 Financial forecasts
7.1 Gower Power balance sheet

Registered Number : 08586218

Gower Power Co-op CIC
Statement of Financial Position and Notes to the Accounts
As at 31 March 2023

2023 2022
£ £ £ £
Fixed assets 24,773 27,427
Current assets 40,969 55,694
Creditors: amounts falling due (24,446) (44,584)
within one year
Net current assets 16,523 11,110
Total assets less current liabilities 41,296 38,537
Accruals and deferred income (6,472) (2,479)
Net assets 34,824 36,058
Capital and reserves 34,824 36,058

Commentary on Gower Power balance sheet

This balance sheet has been extracted from our independently inspected year end accounts when we
were trading as Gower Power Co-op CIC before conversion to a Community Benefit Society.

Our fixed assets are the two solar array we own on community buildings.
Creditors included:

- VAT and corporation tax owing of £1,030

- Bounce Back loan of £19,061

- £3,196 in sundry accruals (office costs, admin and accountancy support)
- Pension costs outstanding of £1,159

Current assets were:

- £13,012 owed by Gower Power Solar Storage CIC
- Insurance prepayment of £625

- Trade debtors of £5,285

- Cash held in the bank of £22,047

Since this balance sheet was prepared, and by 31st July, there had been the following movements:

Fixed assets have fallen by a depreciation charge of £693

Creditors
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- VAT and corporation tax owing of £862

- Bounce Back loan of £18,169

- £5,759 in sundry accruals (office costs, admin and accountancy support including payroll
liabilities of £3,900 paid early August)

- Pension costs outstanding of £852

Current assets of were:

- £1,318 of prepayments
- Accrued grant funding of £4,950
- Trade debtors of £4,396
- Cash held in the bank of £24,401

Net assets / capital and reserves of £31,254

7.2 Gower Power short term forecasts

9 Months
Gower Power Ended Year Ended Year Ended Year Ended Year Ended Year Ended
Forecast Accounts and Cashflow 2023, 2024 & 2025 Dec-23 Dec-24 Dec-25 Mar-23 Mar-22 Mar-21
Income & Expenditure Account £ £ £ £ £ £
Income 64,433 36,052 36,616 32,237 54,163 108,405
Expenditure (65,740) (35,982) (36,352), (33,274) (55,566) (105,747)
Net Income/(Expenditure) Before Interest (1,307) 70 264 (1,037) (1,403) 2,658|
Interest Received 0 23,156 23,156 0 0 0|
Interest Paid to Members 0 (23,156) (23,156), 0 0 0
Net Income/(Expense) (1,307) 70 264 (1,037) (1,403) 2,658
Cash Inflow/(Outflow) from Operations 9,654 3,391 2,988| 9,563 (22,292) 10,076,
Disposal of Investments/Asset 570 9,611 0
Add New Loan Finance 44 0| 30,350I
Less Loan repayments (2,008), (2,679) (2,679) (12,132) 0| (20,638)|
Add Interest Received of 23,156 23,156 0 0 of
Less Member Interest paid 0 (23,156) (23,156)| 0 0 of
Cash Inflow/Outflow 7,647 712 309 (1,955) (12,681) 19,788
Opening Bank Balances 22,047 29,694 30,406| 23,804 36,485 16,697,
Closing Bank Balances 29,694 30,406 30,715| 21,849 23,804 36,485

Commentary on Gower Power short term forecasts
Income

With the conversion to a Community Benefit Society we have changed our financial year end to align
with the Brynwhilach solar farm year end. The projected figures for 2023 above, therefore, are for 9
months.

Forecasted income over the period includes:

- Income from Brynwhilach solar farm as projected in the financial model provided by CORE’s
advisors Finance Earth. During Brynwhilach’s junior loan period - the income from the solar
farm provides for a fixed amount (£3k/MW +RPI) per year to reach the society towards
operating costs and towards community benefit delivery. As soon as the junior is repaid, this
is likely to increase. NB This is in addition to projecting to provide us with enough income to
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pay 6% interest to our future shareholders. Brynwhilach historic performance and long term
forecasts are provided in Appendix 2.

- Income from our existing service level agreements managing community benefit funds and
providing administrative services for other renewable energy operators at circa £16,000 per
year.

- Income from roofs (Feed in Tariff) at circa £4,500.

- We have been awarded a £40k CORE grant of which £25k is showing in projected income as
the other £15k will be paid directly to suppliers by CORE as a shared costs with other
members of CET

As a prudent measure, we have only included currently contracted income not included any new
additional grant nor consultancy income in our projections.

Operating costs

Gower Power general operating costs are at £35,000 per annum. This includes Bounce Back loan
interest of c. £50 per month.

In 2023, we are forecast to incur a number of ‘one-off’ costs, circa £25k, of converting to a
Community Benefit Society, business planning, co-ordination and running a community share offer.
These do not include an Ethex fee of £5,000 that will have to be paid for from future Brynwhilach
income.

7.3 Cross-collateralised security structure

On successful acquisition of Brynwhilach, Gower Power will become a party to the shared debt
finance arrangements. These will bind Brynwhilach and all the other solar farms into a
cross-collateralised security structure. Abrdn, BSC and PTC will look to the cashflows and assets of all
the farms for repayment and security. It is therefore important to consider the combined financial
forecasts for all the farms. These are provided in Appendix 3.

8 Risk analysis
8.1 Risk register

Gower Power’s general business risks are outlined below.

NB The risks of owning the Brynwhilach solar farm as part of the CET portfolio, are described in our
share offer document as well as Appendix 3.

Risk Mitigant
Market Risk: Loss of new The opportunity to expand Gower Power’s operations is largely
opportunities dependent on identifying and securing suitable renewable energy

sites for development or for acquisition. The last 10 years has
taught us that these are not easy to come by. Forming partnerships
has been successful for us in the past and there are numerous
economies of scale of doing this so we will continue to look to
develop similar partnerships.
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Loss of new opportunities in itself is not a risk to our current
operations, where projected income has either been secured by
subsidies and/or contracts, and in the case of Brynwhilach will
become much more secure through subsidy and PPA revenue once
acquisition has been completed.

Financial Risk: Challenges
related to cash flow, access
to funding, or inability to
meet financial obligations.

We have secure income streams and a healthy cash reserve that
allows us to meet all our current financial obligations. Securing new
funding for new opportunities always has its challenges. We have
taken measures to expand our team in order to strengthen our offer
to funders and in order to secure new opportunities.

It is possible that our solar roofs need unexpected maintenance,
which will be paid for using our reserves.

Operational Risk: Issues
with supply chain
management, production
disruptions, or operational
inefficiencies.

Our solar roofs are inspected annually and maintained by a MSC
certified provider, and insured in the case of damage or business
interruption.

Regulatory and Compliance
Risk: Changes in regulations
or failure to comply with

requirements.

industry standards and legal

Whilst the FiT and ROC regimes, overseen by Ofgem, are no longer
available for new schemes, our roofs have FiT accreditation (and
Brynwhilach has ROC registration), which lasts until a defined date.
Loss of FiT or ROC income is considered to be very unlikely.

For new projects, such as setting up and spinning off Gower Power
Solar Storage CIC, who provides our local energy tariff, which was/is
subject to complex licensing, we always take legal advice to ensure
compliance.

Technological Risk: Reliance
on outdated technology,
cybersecurity threats, or
technological disruptions.

Keeping abreast of technological changes is a very exciting part of
our industry. Whilst we cannot retrofit subsidy registered schemes
we will be looking for opportunities for where we can apply new
technologies. Every new project will be assessed according to its
merits and if further investment from members is to be sought, this
decision will need to be ratified by members.

We manage data as per our data protection policy, to ensure data is
kept secure.

Reputation Risk: Negative
publicity, customer
complaints, or public
perception affecting your
brand image.

Whilst offering grants to the local community and supporting new
social enterprises to develop usually helps create a positive image,
we are aware that a small percentage of the community is opposed
to renewable energy and also some community members can feel
adversely affected by new developments. We aim to be transparent
about our role in any project and aim to keep our stakeholders as
informed as possible.

WWW.ZOWerpower.coop
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Any complaints are reviewed by the board of directors on a case by
case basis.

Difficulty in recruiting,
retaining, or managing
skilled employees.

Personnel and Talent Risk:

Historically, Gower Power has been largely dependent on the
goodwill of its directors. As our income streams are becoming more
secure, this provides more security to attract and retain staff longer
term. Our decision to expand the board has helped mitigate the risk
of any one team member leaving. This is often a problem for most
small organisations, and so we will continue exploring ways to
strengthen the organisation.

Economic Risk: Economic
downturns or inflation
impacting our business.

With index-linked revenue streams, our steady state is inflation
resistant. A significant economic downturn may bring with it
challenges to raise finance from the public. We mitigate this by only
selecting high quality projects to offer for investment and taking
measures to widen our network of investors.

8.3 Insurance

Our insurance policies are listed below:

Liability Insurance

Insurer: Royal & Sun Alliance Insurance plc

Professional Indemnity £250K

Employers £10M
Pubic £5M
Legal Expense £1M

Management Protection £250K

Operations All Risks (solar roofs)

Insurer: Allianz
Material Damage £40,000

Business interruption £4,250

Public Liability (solar roofs)

Insurer: Tokio Marine
Pubic £5M

Operations All Risks (Brynwhilach)

Insurer: Allianz

Material Damage £4,000,000
Business interruption £673,920

WWW.ZOWerpower.coop
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Appendix 1: Organisations involved, including CET role and structure

1.1 Partner societies in CET

Solar assets to be CORE Description
acquired acquisition
date

Yealm community Newton downs 5mw  [2017 Yce is a devon-based community
energy (yce) creacombe 4.4mw 2019 benefit society, established july

marlands 2.9mw 2020 2015.

all in south devon Https://www.yealmenergy.co.uk
Kent community Orchard 2, 5mw 2018 Kce is a community benefit society
energy (kce) near sittingbourne based in kent, established 2016

https://kentcommunityenergy.or

Wight community Homestead 3.9mw 2019 Wce is a community benefit society
energy (wce) near newport on the isle of wight, established in
isle of wight 2015.
https://iowcommunityenergy.or.
Shropshire & telford  |Twemlows and 2019 Stce is a community benefit society
community energy twemlows 2 in shropshire.
(stce) 10mw Https://stcenergy.org.uk

near whitchurch,

Gower Power Brynwhilach, 5mw, 2023 Gower power was originally set up in
near swansea. 2013 as a company ltd by guarantee,
it converted to a community benefit
society in 2023
https://www.gowerpower.coo

1.2 CET structure and role
Community Energy Together Ltd has a number of roles:

1. It manages junior debt finance provided by Power to Change and Big Society Capital. The junior
debt term is 5 years.

2. It owns CORE Portfolio Investments Ltd which manages cross collateralised senior debt finance
provided by lender Abrdn. . The senior debt term is 15 years. (CORE Portfolio Investments Ltd is to be
renamed CET Portfolio Investments Ltd once the communities have completed their transactions)

3. It arranges the contract with Bright for asset management of the portfolio of solar sites.
4. It arranges inter group loans as required.

5. It may also arrange a portfolio wide bond offer to repay more of the junior debt.
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Once the loans are repaid CET could be dissolved.

The first diagram below illustrates these loan flow and security arrangements post community
purchase of assets, and during the lifespan of the junior loan.

Loan structure at completion
Zodiacs | Holdcos
== | == &
Limited Limited Limited Limitad Limited Limited
* 4
Sharcholder Loans:

—

Community Energy
Together Limited

Junigr Loan

ProjectCos

Creacombe Solar Marlands Solar CORE Newton
Cd.C. Limited Downs Limited

Homestaad Community Community CORE
Community 50131 [Ener; Energy Brynwhilach
(=19 Twemlows C1.C. [l Twemilows 2 CLC irmi

The second diagram illustrates ownership structures at completion.

H . Legend: — Community
Ownership at completion e

5 community businesses | 6 Zodiacs | 8 project companies
6 shareholders in CCIL CORE ProjectCo bl f
{Ltd) 05

Yealm

Community Organisations Community
Energy Limited

Kant Community

o — Telford Community Gower Power

Energy Limited

Zodiacs | CORE Capricom CORE Aries CORE Aquarius CORE Gemini CORE Taurus CORE Pisces
Holdcos Limited Limited Limited Limited Limited Limited

wemions Community Energy
low Together [CET)
Hold¢o Limitad Limited*

Newco 7659
Limited

ProjectCos

Orchard Farm Homestead Community community CORE CORE Portfolio
cammunity Solar Community Solar Energy Energy Brymwhilach Investments Limited
20c (=1 Twemlows C1.C. Twemlows 2 C.1C Limited (=211

CORE Newton
Downs Limited

Creacombe Solar Marlands Solar
CJ.C. Limited

“*Formerly known as CORE Community
Imvestments Limited (CCIL)
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1.3 Bright Renewables, asset manager for CET portfolio

CORE’s investment in Bright Renewables in November 2018, accompanied by a PTC grant, has
enabled the UK’s first fully community owned asset management company to develop and
strengthen its base of knowledge and expertise quickly and deliver best-in-class asset management
services. BR is the asset manager for all core project companies:

https://brightrenewables.co.uk/

Bright Renewables is a not-for-profit social enterprise that provides a suite of specialist services
including operational asset management (incl. Contract management of third-party services); project
optimisation (incl. Ppa procurement and negotiation); investor relations (incl. Management of
investor registries); finance and accounting (incl. Management of project finances) and regulatory
compliance (incl. Compliance with ofgem). Bright Renewables currently manages 83mwp of
renewable energy assets. As of 2021, the total uk community energy solar pv community energy
market was 206mwp.

Appendix 2: Director and grants panel biographies
2.1 Board of Directors

Chris Dow (Chair) - Chris’s career has combined his love of the outdoors, commitment to outdoor
learning and development, and skills in education, training, facilitation and project management.
After working as Kilvey Community Woodland officer, a trainer and development worker at Dynamix
and a Forest School Leader, Chris trained as a teacher and worked in primary and secondary
education whilst serving as a Director of Forest School SNPT. Since 2018 Chris has worked as a Project
Manager at Down to Earth where responsibilities include fundraising, training and accreditation, and
management of health and well-being programmes. Chris brings a wealth of skills to the board
including critical and creative thinking and a keen interest in maximising benefits for both the
environment and communities.

Mary Sherwood (Grants and Development Manager) - Mary’s work has mostly focused on
supporting people affected by low income. After numerous third sector roles, Mary delivered
anti-poverty campaigns, development work and policymaking for Swansea Council, before serving a
term as a local councillor with political roles combining her interests in poverty reduction and
environmentalism. She works as Director of Fairer Future, providing training and consultancy
specialising in socioeconomic inequality. Mary ensures the Community Benefit Funds we manage
arising from renewable energy projects (locally and elsewhere) support relevant, worthwhile
projects.

Ben Ferguson - Ben has over a decade of experience in community energy, serving as a founding
member and director of Carmarthenshire’s Ynni Sir Gar project (delivering the county’s first ever
community-owned wind turbine) as well as Community Energy in Pembrokeshire. With extensive
technical knowledge of climate change, energy efficiency and renewable energy at all scales, Ben has
worked with a range of stakeholders — from community groups through to statutory bodies, local
businesses, and multi-national developers. He is currently Co-Executive Director of Community
Energy Wales.
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Rob Harvey - Rob was a plumbing and heating engineer before completing a Geography Degree at
Swansea University, volunteering with Swansea Council’s Nature Conservation and Sustainable
Development teams, and working in an environmental consultancy company. In 2016 he founded
Limitless Energy, a renewable heating and electrical company that soon had £1M+ turnover and
currently has eight employees, reducing dependence on fossil fuels by installing heat pumps, electric
vehicle charging stations, solar PV and battery systems.

Ant Flanagan (Secretary and CET representative) - Ant has an MBA from Cardiff University and a
background in community development. He has used this combination of skills to help small business
owners, serving as vice-chair of the Swansea Rural Development Plan Partnership and working as a
non-executive Board member of Cwmpas (formerly Wales Co-op Centre). He has set up and
developed numerous successful social enterprises, including Gower Power, Cae Tan CSA and Gower
Regeneration Ltd (Wales’s first community-owned solar farm), which won the REA’s 2017 Renewable
Energy Project Award for being “the most commendable sustainable electricity generation project
undertaken by a community group in England and Wales”.

John Whiten - John co-led the development of Wedmore solar co-operative, one of the first
community-owned solar schemes in the UK (www.wedmorecpc.co.uk). He also founded an award-
winning solar panel installation company, Ethical Solar, installing hundreds of photovoltaic systems
during the solar boom around 2010. While most of their work was domestic, they installed larger
systems on farms and community buildings. Their clients included Bristol City Council, Bristol Power
CIC, Bristol Energy Coop and The Wildlife Trust.

We are keen to widen the breadth of experience and diversity of our board and would welcome
applications from new members and/or anyone with specialist skills. All director posts are voluntary.

2.2 Grants Panel

Helen Grey - Helen has a BSc in Environmental Science and extensive experience of developing and
managing projects in community and rural regeneration, environmental sustainability and nature
conservation. She worked in Swansea Council on projects such as ‘Get Into Gower’, which addressed
the barriers faced by people on low incomes in accessing and interacting with the countryside. Helen
now works for Natural Resources Wales and continues to contribute to policy development and
practical interventions recognising sustainability as an issue of social justice and health equality.

Jim Robinson - Jim has a lifelong passion for the environment and animal welfare, and a background
in both teaching and volunteering, having worked for many years with the Scouts Association and,
ongoing, with Killay Community Council. He is currently co-chair of Swansea and Gower Green Party
and, exercising his interest in renewable energy, a director of Gower Regeneration Ltd. Jim’s business,
Killay Pet Shop, runs on 100% green electricity and operates a closed loop recycling system to
drastically reduce plastic waste.

Alyx Bahaire - Alyx has worked for Swansea Council for Voluntary Service (SCVS) for over 30 years,
supporting third sector groups with funding, legal structures, policies etc. She currently administers
the Mynydd y Gwair Wind Farm Community Fund in north Swansea. Alyx is a strong believer in the
importance of the natural world for the sake of our planet as well as for the huge benefits for people.
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Appendix 3: Brynwhilach financial information

3.1 Historic financial performance

Brynwhilach Financial Snapshot

Select Financial Information FY 2020 FY 2021 FY 2022

Revenue (‘000s) 632.1 522.6 550.1 663.1

Operating expenses (‘000s)

Insurance 6.1 4.8 5.0 6.0
Electricity (import) 12.6 11.7 12.9 16.1
Oo&M 50.6 40.5 48.4 36.6
Business rates 9.9 10.1 10.2 10.2
Rent 33.9 40.0 36.0 38.7
Meter operator costs 1.7 1.7 1.7 11
Management charges 13.3 20.0 20.0 0.0
Asset management 19.2 26.5 30.0 31.0
Audit and accounting fees 3.9 2.8 4.6 4.2
Community benefit fund 6.2 17.9 10.0 20.0
Portfolio support costs 0.0 0.0 0.0 16.7
Other administrative expenses 4.0 16.3 10.0 49
Total operating expenses 161.5 192.1 188.8 185.3
EBITDA (adjusted) 470.6 330.5 361.3 477.8

The above figures and below commentary have been provided by CORE’s advisors Finance Earth.

Commentary on Brynwhilach historic financial performance

e Financial information for FY19, FY20 and FY21 is derived from audited accounts after making

adjustments for non-recurring items.

e Financial information for FY22 is derived from pre-audited management accounts after
making adjustments for non-recurring items.

e Allinformation in the historic performance and financial forecast sections is deemed to be
correct as of the share offer launch date.

Revenues

® Revenue is generated from two sources, the sale of power and from public subsidy.

e Power is sold based on pre-agreed power purchase agreements (PPAs). PPA revenues in the
model are based on outstanding contracts for the asset, which run until 31* March 2026.
Future PPA revenues are modelled based on power curves provided by specialist providers,
AFRY, Aurora and Baringa.

e |n addition to PPA revenues, Brynwhilach generates revenues from government-backed
subsidies. Brynwhilach generates subsidy revenue from renewable obligation certificates

WWW.ZOWerpower.coop
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(ROCs), which are provided on a per MWh basis, and sold to suppliers or the government at a
defined buyout price.

All revenues are linked to the asset’s power generation. The level of generation has
fluctuated year-on-year depending on factors such as generating conditions, e.g. irradiance,
air temperature. While generation fluctuates on a year to year basis, long term forecasts
provide an effective tool to understand revenue generation.

Total revenues for Brynwhilach were £523k in 2020 £550k in 2021 and £663k in 2022. Compound
annual growth rate for revenues from 2020 to 2022 was 12.6%. This uplift is primarily driven by
improved power market conditions in 2022 and better than forecasted irradiance and generation.

Operating expenses

Insurance — cover is held for both Operational and Terrorism risks with Allianz. This cover has
been secured through to May 2025. Further detail is provided in Section 8 — Risk analysis.
Insurance for the asset is periodically renewed and is actively managed by the broker, Sustain
IB.

Electricity (import) - consists of energy supply costs for onsite energy usage. Energy Supply
contracts are actively managed by Bright Renewables, who regularly test the market to
maximise value for money for the asset.

“O&M” represents the operation and maintenance costs for maintaining each asset. Details
on the O&M services and contract can be found in Section 5 - Operations. Brynwhilach has
an O&M service contract with PSH through May of 2026. This contract is actively managed by
Bright Renewables who work closely with PSH to facilitate efficient operations.

Business Rates — or National Non Domestic Rates are charged by the local council. These fees
are charged at the rateable value of each asset. The local council for Brynwhilach is the City
and County of Swansea Council.

Management charges are fees paid to the parent company of each asset. Management costs
associated with the current owner, CORE LLP, are not incurred from 2022. From 2022
onwards, fees paid to the parent company are to pay CBF, and so management charges are
now accrued under the community benefit fund line. Management costs associated with the
current owner, CORE LLP, will not be incurred after the sale of the asset to the Community.
Asset management relates to fees and other costs due to the asset manager, Bright
Renewables. As asset manager, Bright Renewables provides a suite of services spanning technical,
operational, financial and governance matters. Key services include brokering the sale of energy to
offtakers and managing key stakeholder contracts such as O&M providers, insurers and landowners.
Further information on Bright Renewables can be found in Appendix 4.

Community benefit fund covers distributions made to Gower Power. for reinvestment in
community projects in and around Swansea. Prior projects funded include sustainability
education, food waste reduction, and health and wellbeing support. Variance in community
benefit fund between 2020 and 2021 is due to additional variable CBF distributions made
during the COVID-19 pandemic in 2020.

2022 costs include portfolio support costs, which are the costs of maintaining the entities
and structures needed to service the Abrdn senior debt, which has been in place since
December 2021.
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Total operating expenses for Brynwhilach were 192k in 2020, £189k in 2021 and £185k in 2022. From
2020 to 2022, operating costs grew at a compound annual growth rate of -1.8%, due to reduction in
administrative expenses, O&M, rent and one-off CBF.

Conclusion

e EBITDA (Earnings before Interest, Tax, Depreciation & Amortisation) is derived from audited
accounts for FY19-21 and un-audited accounts for FY 2022 and has been adjusted for
non-recurring items, such as non-recurring legal costs related to Newton Down’s EPC
contract. Total EBITDA for Brynwhilach was £331k in 2020, £361k in 2021 and £478k in 2022.
The compound annual growth rate for EBITDA from 2020 to 2022 was 20.2%. EBITDA
improvement from 2020 to 2022 was primarily driven by the increase in revenues mentioned
above.

3.2 Brynwhilach long term forecasts

(In £1,000s) Years 1-5 Years 6-10 Years 11-15  Years 1620  Years 21-25

Revenues
Subsidy 1,850 2,048 1,423 - R
Export - FiT - - - - -
Export - PPA 2,668 2,202 2,222 2,368 1,552
Embedded benefits 3 - - - -
REGO 12 13 9 = -
Other revenue - - - - -

Total Revenues 4,533 4,263 3,655 2,368 1,552

Operating Expenses

Rent (276) (279) (300) (339) (244)
Business rates (56) (61) (69) (78) (56)
Insurance (33) (37) (42) (48) (34)
Energy supply (49) (55) (62) (70) (50)
0&M (207) (227) (257) (290) (206)
Surveillance, data & comms - - - - -
Asset management (173) (189) (214) (242) (172)
Other & non-recurring (22) (25) (28) (32) (22)
Ongoing Portfolio Support Costs (109) (122) (88) - -
Community payout/CBF (87) (97) (110) (124) (88)
Total operating expenses (1,012) (1,091) (1,169) (1,223) (872)
EBITDA 3,521 3,172 2,486 1,145 680
Depreciation (1,849) (1,666) (1,087) (43) (5)
EBIT 1,671 1,506 1,399 1,102 675
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Cashflows (£1,000s) Years 1-5 Years 6-10 Years 11-15 Years 16-20 Years 21-25
EBITDA 3,521 3,172 2,486 1,145 680
Corporation tax (181) (548) (521) (219) (88)
Capex movements outside of MRA (6) (28) (18) - -
Interest
Senior debt (19) (14) (5) - -
Junior debt (424) (141) - - -
Community (110) (240) (27) -
Other interest - - - -
Other movements
Movement in working capital /VAT 34 10 181 (1) 29
Cash flow before financing 2,815 2,211 2,096 926 621
Financing outflows
Net cash movements across refinancings 88 - -
DSRA movements (47) - 267 - -
MRA capex movements (364) (113) (23) -
Senior debt (1,601) (1,476) (1,200) - -
Junior debt (946) (669) - -
Community - 32 (450) -
Total financing outflows (2,870) (2,226) (1,406) - s
Opening cash 290 235 220 910 1,836
Movement in period (55) (14) 690 926 621
Closing cash 235 220 910 1,836 2,458
Reserves 267 267 - - -
Closing cash + reserves 502 488 910 1,836 2,458

The above figures and below commentary have been provided by CORE’s advisor’s Finance Earth.

Commentary on Brynwhilach financial forecast

The financial model years run from October to September. The start year for the financial forecasts is
October 2023 to September 2024 as the expected transaction closing date is 30" Sept 2023.

Revenues

e The asset generates revenues from both subsidies and the export of energy, both of which
are contingent on energy generation. The key factors for energy generation are (i) irradiance,
(i) performance ratio (i.e. the efficiency of the solar PV plant in converting solar energy to
electricity), (iii) annual panel degradation and (iv) availability. The external technical advisor,
Everoze Partners, has provided energy generation forecasts. Brynwhilach generates around
4,800 MWh of net electricity each year (decreased by 0.4% each year to account for panel
degradation).

o The asset has signed PPAs until March 2026. Under the PPAs, the asset receives exported
electricity at the fixed contracted price. Average PPA prices for October 2023- March 2026
are £95.01/MWh.

o Thereafter, it has been modelled that the asset will sell exported electricity at a price derived
from a blended power curve against forecasts from AFRY Management (formerly Poyry),
Aurora, and Baringa in Q3 2022.

e |n addition, Brynwhilach receives payments to March 2037 through Renewable Obligation
Certificates. Brynwhilach is forecasted to sell ROCs at a buyout price of £59.01 per ROC
increasing with RPIl. ROC issuance depends on the type of technology (in this case, ground
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mounted solar) and electricity generated. ROC banding for Brynwhilach is assumed at 1.2x
MWh.

Renewable Energy Guarantees of Origin (REGO) revenues are paid on a per MWh basis by
electricity suppliers. REGO certificates demonstrate that electricity has been generated from
renewable sources and are issued at 0.5 certificates per eligible MWh of renewable output at
a modelled price of £1 per certificate.

Average annual rent payments are modelled at c. £47k, consisting of fixed and income rent,
increasing with RPI. Income rent is an expense, and is calculated as a percent of revenues (5%
for Brynwhilach). If the income rent amount calculated exceeds fixed rent, the asset pays the
difference between fixed and income rent to the landlord on top of the fixed rent.
Brynwhilach’s lease expires in December 2046. For more information on the lease, see
Section 5 — Operations.

Business Rates — or National Non Domestic Rates are charged by the local council. These fees
are charged at the rateable value and modelled at c. £11k annually, increasing with CPI.
Annual insurance costs for Brynwhilach are modelled at c. £7k, with this modelled cost
increasing each year based on RPI. Actual future pricing is driven by a number of market
forces and may fall or rise over time. The details of the commercial insurance can be found in
Section 8 — Risk analysis.

Energy supply refers to power supply costs. Annual energy supply costs paid by the asset are
modelled at c. £10k, which are modelled to increase with RPI. The energy supply market has
been volatile over the past 18 months due to macro-economic market forces.

Modelled O&M costs include service fees for planned preventative maintenance and land
management for the asset as well as provision for ad-hoc costs and ongoing repairs. Total
O&M costs for Brywhilach are assumed at c. £41k annually, rising with CPI.

Asset management costs are those due to Bright Renewables, the community owned asset
manager for the CET solar assets. Annual asset management costs start at c. £34Kk, rising with
CPI.

Other and non-recurring costs covers metering costs, accountancy and audit fees and
banking costs. These costs are assumed at c. £4k annually, increasing with inflation.

Costs also include ongoing portfolio support costs, which are the costs of maintaining the
entities and structures needed to service both the senior and junior debt. Ongoing portfolio
support costs have been modelled at a fixed rate, starting at c. £21k and increasing with RPI.
Fixed CBF distributions are modelled at a fixed rate, starting at c. £17k and increasing with
RPI.

Cashflows

Positive net operating cashflows mean the asset is expected to meet all tax obligations,
senior and junior debt payments (interest and capital), forecasted to provide 6% fixed rate of
interest on the community shares, and an expected lifetime community benefit of c. £3.0m.
Modelled corporation tax is based on the updated corporation tax structure implemented in
April 2023. Profits up to £50k will be subject to 19% tax, profits over £250k subject to 25%
tax. A marginal rate of 26.5% is chargeable on profits above £50k and below £250k. The
asset is not expected to pay corporation tax until Year 4 (beginning Q4 2026).
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e Total Capex movements shows the funds released from the Maintenance Reserve Account
(MRA). Total Capex movements is not a classed as a cashflow movement since the funds are
coming from the MRA account, rather than cashflows themselves — therefore this is displayed
for information purposes only. Capex inc. above and outside of the MRA (i.e. if there’s
insufficient funds on account) does count as a cashflow item and is included in the forecast as
a cash outflow when it occurs.

o Modelled financing outflows include movements for the debt service reserve account (DSRA)
and funding of the maintenance reserve account (MRA). These are maintained at the
portfolio level and are a requirement of the senior loan from Abrdn.

e Qutstanding junior capital will be refinanced by Gower Power Ltd. C. £627k has been
included in the model to reflect the inflow of cash that Gower Power Ltd. is expected to need
to raise to refinance outstanding junior capital net of expected transaction costs (with an
expected gross refinancing need of £660k assuming 5% transaction fees).

Interest on the community shares is expected to be paid at 6%.

Capital repayments on the community shares have been modelled after the end of the junior
loan term, based on cash flow available, with all community shares expected to be repaid by
Q3 2035 (Year 12).

e Senior debt is amortising with the Abrdn loan capital fully repaid by the maturity date in
December 2036.

e Long-term cashflows are forecasted to be positive, with closing cash sustained above the
minimum required working capital balance of £30k per asset (plus additions required to
service senior debt) from 2023-2028, with excess cash being swept to repay the junior loan
during this period. Thereafter, cash balances is forecasted to increase to c. £2.5m in Year 24
(ending Q3 2047).

e This surplus cash can in time be reinvested into the local communities via additional
Community Benefit Payments. Hence, the forecasted total community benefit distribution
potential is c. £3.0m (including fixed CBF distributions).

Appendix 4: CET portfolio forecasts, cash waterfall and risks

4.1 Community Energy Together forecast

Cashflow projections

(£1000s)
Total revenues 33,051 30,604 24,962 12,775 7,258 1,296
Total operating expenses (6,885) (7,492) (8,070) (6,041) (3,563) (668)
EBITDA’ 26,166 23,112 16,892 6,735 3,695 627
Corporation tax (1,178) (3,914) (3,281) (691) (647) (81)
Movement in working 178 79 846 (80) 72 (49)
capital/VAT
Senior debt (interest and (12,125) (11,153) (9,019) - - -
capital)
Junior debt (interest and (9,871) (4,013) - - - -
capital)
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Community equity rate (1,742) (1,262) (2,595) (141) -

Net cash movements 66 128 465 - -

across refinancings?

Reserve movements (1,552) (800) 1,728 - - -
(DSRA/MRA)?
Movement in period (58) 2,178 5,035 5,823 3,119 496
Opening cash 1,771 1,713 3,891 8,926 14,750 17,868
Movement in period (58) 2,178 5,035 5,823 3,119 496
Closing cash 1,713 3,891 8,926 14,750 17,868 18,365
Reserves (DSRA/MRA)? 2,594 2,467 - - - -
Closing cash + reserves 4,307 6,358 8,926 14,750 17,868 18,365

1 EBITDA is defined as earnings before interest, tax, depreciation and amortisation

2 Net cash movements across refinancings tied to outstanding junior debt at maturity (Y5)

3DSRA (“Debt Service Reserve Account”) and MRA (“Maintenance Reserve Account”) are part of the senior debt
requirements

The above figures and below commentary have been provided by CORE’s advisors Finance Earth.

Commentary on Community Energy Together Limited portfolio financial forecasts

Brynwhilach is part of a larger portfolio of 8 assets (inc. Brynwhilach) across the five
Communities around England and Wales forming a combined 36.2MW total installed
capacity.

The portfolio has an average remaining life across the 8 assets of c. 21 years from the model
start date of October 2023.

These assets are cross collateralised under the Abrdn loan (Senior Debt) and BSC/PTC loan
(Junior debt) debt agreement, which ensures that if any asset underperforms (e.g. with
meeting debt obligations), then the other assets will contribute towards supporting the
underperforming asset, thereby maintaining integrity of the portfolio.

In order to provide a view of the portfolio as a whole, the following financial forecasts are
provided from a combined portfolio financial model, which includes all of the underlying
assets:

Cashflows

Revenues are generated from a combination of subsided income from Feed-in Tariffs (FiTs)
(five assets) and Renewables Obligation Certificates (ROCs) (two assets), and unsubsidised
income (one asset). Total forecast lifetime revenues are c. £110m.

The cost items at the portfolio level are the same across the assets, on an aggregated basis.
Total operating costs are modelled to increase annually with inflation until they peak at c.
£1.7m in year 13 (September 2036), following which they are expected to decrease as assets
reach their expected end date. Total forecast lifetime costs are c. £33m.

Therefore, total forecast lifetime EBITDA is c. £77m.

Total senior debt, outstanding with Abrdn, at the time of the transaction is expected to close
is c.£24.2m. A portion of the senior debt is attributed to each of the 8 assets, which includes
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the cross collateralisation aspect. The applicable financing terms are consistent across the
assets (see individual descriptions for details).

e Total junior loan that is expected to be provided by BSC/PTC is £10.5m, which is expected to
mature in September 2028 and is repaid on a cash available basis (subject to waterfall, see
below). Any amounts remaining at maturity are assumed to be refinanced by a further
community equity raise, and is the responsibility of CET. The model forecasts that c. £2.9m
will be required to be refinanced at maturity. Financing terms are consistent across the
assets.

e Community share capital inflow totals £2.35m (which is based on the combined raise of
£2.5m, adjusted for transaction related costs), with capital repayments commencing
following the junior loan redemption. Repayments are made at the Communities’ discretion,
whilst the model forecasts that the full amount is repaid by 2039.

e Overall, the cashflows generated across the portfolio are expected to support all costs and
financing in addition to a forecasted combined lifetime CBF payments of c. £20m.

4.2 CET cash waterfall

T

here are several operating and financial costs to be paid by Gower Power and the wider CET

community societies in an agreed order (a cash waterfall). This is typical of renewable energy projects

(0]

f this nature.

Please note that the payments in the cash waterfall set out the required order in which certain costs
and financing obligations (e.g. Loan repayments) must be met from revenues generated by the
project. Shareholders will only receive repayments of their capital after the junior loan is repaid or
refinanced.

Simplified cash waterfall up to 2029 (end of the junior loan term):
1. Gower Power operating costs.

2. Working capital buffer maintained at £30,000.

3.  Community Portfolio Investments Ltd (CPIL) operating costs.
4. Abrdn senior debt service.

5. Payments into reserve accounts: abrdn loan requires a portfolio debt service reserve account
(DSRA) and maintenance reserve account (MRA).

6. First community benefit payment: fixed payment of 2k/mw (+RPI) made by the asset to Gower
Power (via CORE Pisces).

7. CET Itd operating costs.
8. Junior BSC/PtC debt service — cash interest is paid.

9. Community equity (interest) — once the junior BSC/PtC debt has been serviced, community
interest is paid (note: community share capital repayments only begin once the junior bsc/ptc loan
has been repaid).

10. Additional community benefit payment — a further £1k/mw (+RPI) is released to Gower Power
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11. All remaining funds are used to pay down the BSC/PtC loan capital (and for the final capital
payment the accrued interest), subject to item 12.

12. Where Brynwhilach, together with the solar assets of Yealm Community Energy, Wight
Community Energy, Shropshire & Telford Community Energy and Kent Community Energy, have met
minimum junior capital repayments, an overpayment clause is triggered under the BSC/PtC loan,
allowing for additional community benefit payment distributions to Gower. Additional community
benefits can be agreed at the time and distributed in the case of portfolio overperformance.

Following full repayment of the junior loan, retained funds will be returned to the project companies
to be distributed at the discretion of the community societies.

Simplified cash waterfall following end of the BSC/PtC loan term (2029):
1. Brynwhilach operating costs.

2. Working capital buffer maintained at £30k.

3. CPIL operating costs.

4. Abrdn senior debt service.

5. Payments into reserve accounts: abrdn loan requires a portfolio debt service reserve account
(DSRA) and maintenance reserve account (MRA).

6. First community benefit payment: fixed payment of £2k/mw (+RPI) made by each asset to
Gower Power (via core Pisces).

7. CET Itd operating costs.

8. Community equity (capital and interest) — once the junior BSC/PtC debt has been repaid in full,
Gower Power will work to repay community share capital and interest.

9. Additional community benefit payment from remaining cash.

Simplified cash waterfall from January 2037 (end of the abrdn loan term):
1. Brynwhilach operating costs.
2. First community benefit payment: fixed payment of £2k/mw (+RPI) made by each asset.

3. Community equity (capital and interest) — once the junior BSC/PtC debt has been repaid in full,
Gower Power will work to repay community share capital and interest.

4. Additional community benefit payment from remaining cash.
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This table indicates how Gower Power and CET have worked to minimise and mitigate the
risks involved with owning a solar farm portfolio.

OPERATIONAL AND TECHNICAL

Risk

Mitigant

The underlying asset/s may not
perform as expected.
Past performance is not an indication
of future performance. The solar
installations may not generate the
electricity as expected. There could
be lower than anticipated technical
performance due to a range of
factors, for example:
e Panel or inverter
underperformance
e Reduction in efficiency
and/or degradation
e Unanticipated seasonal
variations

All sites have been the subject of technical due diligence
by Everoze Partners. They did not detect any significant
issues that would cause concern compared with industry
standards.

The PV modules are still under warranty. The inverters are
post-warranty and maintained through the O&M service.
An operations and maintenance contract is in place to
ensure any problems are picked up swiftly and dealt with.
The financial model includes the build-up of a
maintenance reserve fund, which provides enough cover
to replace the inverters once over the project lifetime.
The senior debt repayment schedule has been structured
so that capital repayments are lower in December and
higher in June to reflect seasonal variations in revenues.

The National Grid ESO (Electricity
System Operator) has the right to
unilaterally restrict the export of
power to the grid.

The National Grid Electricity ESO
operates

the power grid, balancing the supply
and demand of electricity at a
national level. Power generated and
sold by each solar farm is exported to
the grid.

National Grid ESO may unilaterally
restrict the export of power to allow
it to balance supply and demand. This
moderation may result in the
installation exporting less power than
it is generating. The National Grid
ESO can require generators and
operators to curtail their output or
disconnect altogether.

Where a site cannot export power,
this reduces the total volume of
energy sold, and reduces total
revenues.

Each site has been designed and sized in collaboration
with a regional electricity distribution company (‘DNO’).
This exercise includes a mapping of (expected) generation
against demand. As the portfolio comprises ground
mounted solar panels, which reach peak generation
conditions midday in summertime, generating patterns
are highly predictable and likely to perform in line with
forecasts. This mapping and predictability materially
reduces the likelihood that the portfolio could be
impacted by a curtailment by the National Grid ESO.
Everoze, the technical advisor to the senior lender, abrdn,
performed an energy yield assessment study for the
portfolio in 2021. In this study, Everoze found that, based
on reviewing historic grid curtailment events, the CET
portfolio availability factor has been in the range of 98.5%
to 99.5%. These values have been determined on a per
project basis and applied into the lenders and long-term
forecast financial models.

Additionally, while generators are not directly able to
control grid downtime, the portfolio has procured
business interruption insurance to cover for periods of
revenue loss in excess of seven days of downtime. The
business interruption values insured have been
determined using forecast revenue values for the
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forthcoming insured periods, determined at each renewal
period in May annually.

Insurance policies may not cover the
full extent or circumstances of
revenue loss or cost to make good
equipment.

Extreme weather conditions may
cause damage to power facilities or
even total loss of power plants.
Repeated theft or vandalism could
incur losses above insured amounts.

Solar Power Operational All Risks Insurance has been
taken out with Allianz for each asset in the portfolio. The
policy includes material damage to the plant and
machinery, ancillary equipment and housing and civil
works. This policy also includes business interruption,
public and product liability.

In addition, Property Terrorism Insurance has been taken
out with Geo Speciality Limited. This policy covers the
assets in the case of an act of terrorism or sabotage.

The O&M and asset management contracts include
insurance coverage for professional indemnity, public
liability and employers’ liability up to industry standard
levels.

The operations of the solar
installation depend in part on other
contractual parties.

The solar installation operations may
rely on the performance of operation
and maintenance providers, asset
managers and those parties
supplying ancillary services. The
contracted parties may from time to
time suffer from circumstances,
which may affect their ability to
deliver the contracted services.

The CET portfolio may enter into agreements with certain
counterparties for specific project-related activities. These
include, but are not limited to, engineering, procurement
and construction and O&M services, asset management,
and contracts managing the interconnections between the
solar asset and transmission ordistribution networks.

The portfolio of companies relies on the asset manager to
maintain and manage major contractual parties. The asset
management contract has been executed with Bright
Renewables, a specialist community renewables asset
manager, owned by a number of community energy
companies including those in CET.

However, there can be no assurance that a counterparty
will honour its obligations under the relevant contract(s).
To mitigate against this, the O& M and asset management
contracts include insurance coverage for professional
indemnity, public liability and employers’ liability.

FINANCIAL

Risk

Mitigants
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Financial expectations may not be
realised. Project revenues may move
up or down over time.

The financial performance of the
Borrower may vary over time. There
may be unexpected revenue
movements, which may impact the
ability of the Borrower to fully meet
financial obligations.

Finance Earth has produced a bespoke, audited financial
model for each operating company and the portfolio. The
model has incorporated energy yields from technical
advisors, government inflation measures, and market
standard forward wholesale prices. However, financial
expectations beyond these assumptions may not be met.
The financial model uses industry standard forward pricing
from AFRY, Baringa and Aurora and assumes that no
embedded benefit linked revenues are received.

If a solar farm within the CET portfolio incurs an issue of
such a magnitude that it has no free cash and is unable to
meet its debt interest and principal repayments as they fall
due, the other societies are expected to use their
Community Benefit Funds and money due to pay their
members’ interest to support the society with the
problem, to avoid

a lock-up or default under the senior loans. This financial
support is expected to be repaid by the society with the
issue as soon as it is able to do so.

Junior Loan

As part of the financing of the portfolio of solar farms, BSC
and PtC are providing a fixed term bridging loan till 31st
March 2029. CET plans to refinance this loan before it
expires. Failure to refinance successfully within five years
will impact the ability to pay any Community Benefit Fund
and to pay members’ interest.

BSC and PtC are sociably responsible investors and as part
of the Junior Loan arrangements, all CBSs are expected to
abide by these principles. A remote risk is that a CBS
breaches these conditions materially, which could lead to
an event of default under the Junior Loan affecting our
ability to repay Members.

Wholesale power prices are
determined by market movement
and may fluctuate over time.
Wholesale energy prices are
determined

by market forces and are not
influenced by the Borrower. The
price per unit of electricity generated
in the UK may move up or down,
impacting the price per unit achieved
by the solar installation.

Where wholesale prices move down, the revenues of
certain CORE group assets are protected by government
supported subsidy schemes. Several assets in the portfolio
are FiT accredited. These are:
e Twemlows 1and 2
e Orchard 2
e Creacombe
e Homestead
The FiT Export price floor provides a minimum sale
price for the power generated by the site. FiT asset
revenues are generated from subsidies and energy
sales at the FiT Export price floor. The FiT subsidy is
RPI linked and provides a secure source of revenue
that is not subject to fluctuations in wholesale
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energy prices.
Assets subsidised under the Renewables
Obligation Scheme are:

e Brynwhilach
Newton Downs
These assets generate revenues through the sale
of Renewable Obligation Certificates (ROCs) and
energy sales by way of PPAs. ROCs are purchased
by UK energy suppliers to fulfil regulatory
obligations. The price of ROCs is not determined by
wholesale energy prices.
All CET assets are locked into PPAs agreed until
March 2026, under which they will receive
favourable energy prices.

The costs of maintaining the solar
installation equipment may move up
or down over time.

The solar installation contains
equipment which may need to be
repaired, enhanced, or replaced over
time. The cost of work or servicing
may change from time to time.

The CORE portfolio holds inflation-linked operations and
maintenance contracts where costs are clearly set out and
defined.

The financial models assume an ad-hoc O&M expenditure
budget is also available each year for additional
component parts or labour needed to keep the asset
operational.

The use, and measures, of inflation
indices may fluctuate over time.
The UK Statistical Authority has
planned to transition the
methodologies used by the CPI into
the Retail Price Index from the early
2030s. Inflation measures may also
fluctuate over time, moving upward
or downward. There is no guarantee
that current long-term measures

of inflation are accurate. This may
impact the Borrower’s ability to
service its obligations.

All major income streams (i.e. FiT, Export Tariff and off-take
contract payments) are contractually linked to RPIl. Most of
the management and operating costs will also fluctuate
with inflation, either the CPI or RPI.

The portfolio model utilises short-term inflation views
published by the Office of Budget Responsibility from
reviewing the UK government budget forecasts. These
short-term rates are then tapered to a long- term target
rate in the models.

POLICY

Risk

Mitigant
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Loss of FiT accreditation by a licensee | Each FiT asset has a nominated FiT licensee. Where a FiT

may result in that licensee being licensee

unable to fulfil its obligation to pay is unable to fulfil its obligations under a scheme, these
the FiT to the project owner. obligations are automatically passed to a new licensee
Loss of ROC buyer. under Ofgem’s supplier (licensee) of last resort.

Each electricity supplier has an obligation to acquire ROCs,
which can be traded on the open market as well as
bundled as part of a Power Purchase Agreement. In the
event of a supplier failing, the ROCs can readily be sold to
others.

Changes to the FiT or ROC regimes. While the FiT and ROC regimes, overseen by Ofgem, are
no longer available for new schemes, the assets have FiT
and /or ROC registration, which lasts until a defined date.
Loss of FiT or ROC income is considered to be very

unlikely.
Changes in the political and Regulation, political will and laws change from time to
legislative landscape may adversely time. During the period between commissioning and the
affect the renewable energy sector. present, Ofgem has undertaken the Targeting Charging
Unforeseen changes in regulation, Review. The initial outcome of the review reduced
political ambition and laws may embedded benefits to zero. This has been factored into
impact the FiT or ROC scheme or the financial model.
taxation. Additional levies may be The export price has been assumed to fall from 2026 as
enacted, impacting the ability of the | the current peak in electricity prices is expected to pass. It
assets to generate revenues and/or is unlikely though that export prices will return to the
profits. levels seen in 2021 and even if they do, the solar farms

will still have the FiT or ROC generation income.

Notes to above Risks

While there are risks with all community share investments the share offer does have some
significant advantages, as follows:

1. The sites are already operational with good data available on their performance.
2. As part of CET, if one of the solar farms were to experience difficulties, help is at hand.
3. The CET approach has allowed for co-ordinated fundraising and management of the projects.

All the solar farms are covered by insurance. However, there is the possibility that issues affecting any
of the other solar farms could limit the ability of KCE to pay interest to its members but only after the
following step-by-step procedure is followed:

1. The society that owns the problem asset forgoes some of its additional Community Benefit Fund
for that year.
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2. That society shareholders receive reduced or zero interest on their shares for that year.
3. Additional surpluses that would be otherwise available to the other societies are utilised.
4. The other societies have their extra Community Benefit Fund reduced.

Only if the above four mechanisms are not sufficient to cover the issue will the other societies’
shareholders’ interest payments be affected.

The interest repayments on the loans are protected unless the above mechanisms are not sufficient
to cover the issue.

It is considered that the advantages of the group setup of CET outweigh this risk of potential reduced
income if one or more of the other societies have issues with their solar farms.

Appendix 5: Downside scenarios

As part of the financial modelling carried out by Finance Earth, three downside scenarios have been
developed, in order to visualise the impact of changes to three key assumptions.

Scenario 1: Energy generation is lower than expected

e The forecast model projects the energy generation from a site by taking an ‘opening’
assessed energy generation provided by a technical advisor, assessed by looking at specific
site irradiation (solar irradiation based on local pyrometers and satellite data records) and the
specific technical design of the site (equipment used, orientation, positioning of key
engineering components) and then reduced each year for panel degradation (in this case a
figure of 0.4% per annum has been advised by the technical advisor).

e For Gower Power Ltd’s solar asset (Brynwhilach), the external technical advisor Everoze has
provided energy generation forecasts as part of the senior debt due diligence process, on a
P90 and P50 basis. Higher “P50” forecasts represent the forecast generation that Everoze
modelling suggests has a 50% probability of being exceeded, while the lower “P90” forecasts
have a 90% chance of being exceeded.

e P50 basis is the traditional accepted ‘equity’ case used by most ‘owners’ such as the large
renewable power funds. P90 is the accepted ‘debt’ case used by most senior lenders to
project a downside scenario to size their risk and thus what they are traditionally prepared to
lend to a project. P90 is considered a prudent generation forecast view. Under a P50 case,
the Brynwhilach asset generates c. 4,400 MWh of net electricity each year.

e To model a downside case of lower than expected energy generation, the expected energy
generation has been changed from P50 to P90 generation curve for the lifetime of the
project.

e Asaresult:

Under a P90 curve, Brynwhilach generates c. 4,250 MWh of net electricity each year.
Total lifetime revenues are expected to be £15.8m, a reduction of -4%.
Operating costs are unaffected, with the exception of rent, which decreases by 1%
due to the proportion of “income rent”, which is calculated on a % of revenues
(which have also decreased).

o Senior debt payments are unaffected.
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o Junior capital repayments are resculpted, as the BSC/PTC loan is repaid on a variable
semi-annual repayment profile, based on surplus cash available. Under this scenario,
the amount outstanding at maturity of the junior loan is expected to increase to c.
£640k, vs £480k in the base case.

o Community shares capital repayments commence following the Junior loan
redemption. Repayments are subject to Gower Power’s discretion, and are modelled
to be fully repaid by Q4 2036, vs Q2 2035 in the base case.

o The forecasted cash balance at the end of the forecast in this scenario is £1.8m, vs
£2.5m in the base case scenario. As a result the forecasted total community benefit
distribution potential could be up to c. £2.3m (i.e. £1.8m of cash + fixed CBF
distributions of c. £500k), vs c. £2.9m in the base case.

Scenario 2: Power prices (outside of contracted PPA period) are lower than expected

The forecasted model assumes that all assets receive payments for exported electricity at the
contracted fixed price for power purchase agreements (PPAs) to March 2026.
Thereafter, the solar assets are modelled to sell exported electricity at a price derived from a
blended power curve (forecast wholesale power prices from Q1 2023 to Q4 2060) based
upon forecasts from Afry, Aurora, and Baringa provided in Q3 2022.
To model the scenario that electricity is sold at a lower than expected power price, the
blended power curve in this scenario is lowered by -10% for electricity sales from PPA expiry
(March 2026) until the end of the project life.
As a result:
Total lifetime revenues are expected to be £15.4m, a reduction of -6%.
Operating costs are unaffected, with the exception of rent, which decreases by 1% in
line with mechanics described in Scenario 1.
Senior debt payments are unaffected.
Junior capital repayments are resculpted, as the BSC/PTC loan is repaid on a variable
semi-annual repayment profile, based on surplus cash available. Under this scenario,
the amount outstanding at maturity of the junior loan is expected to increase to c.
£630k, vs £480k in the base case.

o Community shares capital repayments commence following the Junior loan
redemption. Repayments are subject to Gower Power’s discretion, and are modelled
to be fully repaid by Q4 2036, vs Q2 2035 in the base case.

o The forecasted cash balance at the end of the forecast in this scenario is £1.5m, vs
£2.5m in the base case scenario. As a result the forecasted total community benefit
distribution potential could be up to c. £2m (i.e. £1.5m of cash + fixed CBF
distributions of c. £500k), vs c. £2.9m in the base case.

Scenario 3: Inflation is lower than expected

Both the project's expected revenues as well as various cost items are impacted by inflation,
as electricity prices are influenced by inflation, whilst subsidy revenues, senior debt interest
and capital, and most cost contracts are also linked to inflation. As per Scenario 2, the impact
on PPA revenues due to lower electricity prices only occurs post March 2026.

In general, higher inflation is positive as the revenue increase in absolute terms is larger than
the costs increases, resulting in an overall increase of profits.

In the base case model, inflation assumptions have been aligned with UK government (OBR)
forecasts, from November 2022, subject to a floor of 0% (i.e. no deflation). Future estimates
have assumed to taper to a flat 2.5% lifetime Retail Prices Index (RPI) and flat 2.5% lifetime
Consumer Prices Index (CPI) measures.
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e To model the impact of lower than expected inflation, both the RPI and CPI curve have been

reduced by -1% per annum, subject to a floor of 0%.
e Asaresult:

Total lifetime revenues are expected to be £15.1m (-8%).

Operating costs are expected to be £4.8m (-10%). The higher % decrease in costs vs
revenue is due to the additional decrease in income rent in line with reduced
revenues, and the decrease in PPA revenues only impacting post-PPA expiry in March
2036. Absolute decrease, however, is greater for revenues.

Senior debt capital payments are impacted, as the senior debt capital repayments
and interest payments are RPI indexed. In this scenario, total senior debt payments
are expected to be £4.1m (-4%).

Junior capital repayments are resculpted, as the BSC/PTC loan is repaid on a variable
semi-annual repayment profile, based on surplus cash available. Under this scenario,
the amount outstanding at maturity of the junior loan is expected to increase to c.
£490k, vs £480k in the base case.

Community shares capital repayments commence following the Junior loan
redemption. Repayments are subject to Gower Power Ltd discretion, and are
modelled to be fully repaid by Q4 2036, vs Q2 2035 in the base case.

The forecasted cash balance at the end of the forecast in this scenario is £2m, vs
£2.5m in the base case scenario. As a result the forecasted total community benefit
distribution potential could be up to c. £2.5m (i.e. £2m of cash + fixed CBF
distributions of c. £500k), vs c¢. £2.9m in the base case.

Appendix 6: List of Abbreviations

AGM: Annual General meeting

BSC: Big Society Capital

CBS: Community Benefit Society

CIC: Community Interest Company

CORE LLP: Community-Owned Renewable Energy LLP
CORE HN: Community-Owned Renewable Energy Home Nations
CSA: Community Supported Agriculture

FE: Finance Earth

FCA: Financial Conduct Authority

FIT: Feed in Tariff

ROC: Renewable Obligation Certificate

MW: MegaWatt —1,000 kiloWatts

PtC: Power to Change

WWW.ZOWerpower.coop
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Contact details

For further information on Gower Power and to sign up to our newsletter, please go to:
WWW.ZOWEerpower.coop

For a copy of the Gower Power rules, see: https://www.gowerpower.coop/rules

To review our 2023 share offer document, please go to: https://www.ethex.org.uk/invest/gower2023

To get in touch, email: info@gowerpower.coop

Find us on -

Facebook: @gowerpowercoop
Twitter: @gowerpowercoop
Youtube: @gowerpowercoop
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