Ve

‘\ Bristol Energy Cooperative

BEC Statement on Microgrid Investments, 2024-25

In September 2025, we shared some disappointing news with BEC members. After a
challenging couple of years for our microgrid projects, we no longer believe our loans to these
projects will be repaid in full. The Board therefore decided to recognise a reduction in the value
of these investments in our 2025 accounts, recording impairments of £(372)k and £(629)k on
our loans at Waterlilies and Hazelmead respectively.

The performance of our other assets means we do not expect these impairments to impact the
value of BEC shares. However, as result of these losses, and as a prudent measure to ensure
BEC'’s sustainable financial position going forward, our Board of Directors has resolved that
no member share interest should be paid this year.

Clearly this is very disappointing news for us and our members. BEC’s team and Board is
committed to being as transparent as possible about the situation, its financial impact, and what
we’ve learned from the experience. A member meeting was held on Monday 22 September to
provide an opportunity for members to ask questions, and we will dedicate some time to this in
our AGM. This note aims to provide further information to any members who were unable to join
those sessions.

Status of the microgrids

BEC exists to change the way we generate and use energy, and has long been pushing the
boundaries of what community energy can achieve. The microgrids are highly innovative
investments made alongside our partner, CEPRO. They are helping establish a new model for
powering homes with green energy: reducing bills for residents, and reducing the demands on
the grid - a huge constraint on our ability to reach net zero. And they are having an impact: in
2025 Hazelmead won both a national architecture award (https.//www.ribaj.com/buildings/riba-
awards-2025-south-west-wessex-hazelmead-bridport-cohousing-barefoot-architects-bridport-
dorset) and a housing design award (https://hdawards.orqg/scheme/hazelmead/).

However, that innovation came with risk. Development and construction cost more and took
longer than expected, and demand has been lower because of the highly efficient homes (good
news for the planet, less good for the microgrid finances). There have also been teething issues



in getting the microgrid batteries fully operational - in part because these projects have been
running ahead of the sector including with respect to regulatory changes, and partners such as
electricity suppliers are still catching up. A further blow came in May 2025, when our operating
partner CEPRO announced it was winding down operations, having been unable to secure
finance to fund its further growth.

We are now in the process of securing an alternative operator to run the two microgrids over the
long term, and are in discussions with two potential new partners - both of whom see a
promising future in the microgrid sector and recognise what’s been achieved at Hazelmead and
Waterlilies. In the short term, CEPRO’s founder Damon Rand will operate the microgrids, and is
continuing to develop microgrid software through a new company, Simtricity.

Financial impact on BEC

The cumulative impact of the microgrid challenges is material. Having reviewed the cash flow
projections over the projects’ lifetimes, and the remaining risks and opportunities, BEC’s Board
concluded that impairments are needed for both microgrids. Impairments reduce the value of
the investments in our books, according to an assessment of the future value they may
generate for BEC, and have negatively impacted our profitability in the 2024-25 financial year.
Together with the £(350)k impairment for Waterlilies recorded in 2023, this results in a full
writedown of BEC’s investment at Waterlilies and leaves a remaining value of £470k at
Hazelmead. Should the projects perform better than expected, BEC will be able to ‘write-back’
some of this lost value in future years.

The good news is that the rest of our projects - the solar farms and solar rooftop installations
that BEC owns and operates ourselves - are performing well, and in some cases generating
more clean power and higher revenues than originally expected. That means that we do not
expect the impairment of our microgrid loans to impact the value of BEC’s shares: we are
confident that our projects collectively will generate enough income to repay all our
shareholders over time, and to continue to distribute interest and community benefit funding.

The Board of Directors has, however, resolved that no member share interest should be paid
this year, reflecting these extraordinary losses. BEC’s annual member share interest payments
(at full target value) total around £250k. Not paying this interest for the 2024-25 year will partially
mitigate the impact of the loss in investment value, helping ensure BEC’s financial sustainability.

Our share interest payments are in effect dividends, and so we always need to weigh up
carefully the impact of paying interest in years where BEC has actually made a loss. Our
approach is to always plan to pay interest, and to continue to do so in the event of losses due to
organisational growth and new investment which add value to BEC over time (as we have done
in the past). However, to the extent we sustain exceptional losses, we may need to reduce
interest payments to reflect the loss of value to BEC, as is the case this year.

What we have learned, and could this happen again?



Looking forward, we can obviously learn lessons from this experience to inform how BEC
makes investment decisions. Since the microgrid investments were made, BEC has built a staff
team with more specialist skills, including our CEO and Financial Director, allowing more
rigorous investment appraisal and risk management processes. There are aspects of the
structure of these investments that we would not repeat, and we are not currently considering
any further investment in battery storage, as we expect returns to continue to be too uncertain
for our risk profile as flexibility markets continue to develop. At this point, aside from the
remaining investment in Hazelmead of £470k, there are no further high-risk assets on our
balance sheet.

We are still committed to pushing the boundaries for community energy through innovation -
however, as we discussed at last year's AGM, and as expressed in our current five year
strateqic plan (https://bristolenergy.coop/wp-content/uploads/2025/09/BE C-Strategic-Plan-
2025-30-Summary.pdf), we will minimise risk to BEC by ensuring our innovation projects are
grant funded. As public and policy support for community energy grows, this kind of grant
funding is much more available now than in previous years, expanding the range of what we
can achieve without putting member investment at risk.
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