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C h a i r ’s We l c o m e
THE HIGHLAND COMMUNITY ENERGY SOCIETY LIMITED

5th February 2021

Dear Potential Highland Community Energy Society Member

I am delighted that you are interested in participating in the third public Share Offer by The Highland
Community Energy Society (‘HCES’). HCES is a community-based social enterprise whose purpose
is to own renewable energy sources and to contribute financially to its local communities.

The purpose of this Share Offer is to raise the £707,000 required to construct a wholly community owned 200kW hydro electricity generating
scheme near Kinlochbervie, Sutherland, in the far north-west of Scotland.

The first share offer by HCES in October 2018 successfully raised £902,000, which was used to take up ownership Stakes in the first two
projects, Allt Dearg and Laggan. The second share offer by HCES in March 2020 raised £450,000 to acquire Stakes in Achlain and Littleton
Burn. An offer to HCES Members in December 2020 was oversubscribed and raised over £229,000 to acquire the Stake in the fifth Site,
Feorline Burn. The first four Sites collectively produced 4,059,850 kWh of electricity in the period from commissioning those Sites to November
2020. The income from the Projects is in line with the financial projections prepared for the earlier offers and HCES intends to pay (and has
paid) Members who participated in those offers the rate of share interest indicated (4.5%).
HCES now proposes to raise money for the last HECO Site at Kinlochbervie but on a different basis. The Shares offered are K Shares, the
returns on which will rely on the performance of the Kinlochbervie Site, unlike the other HCES shares which rely on the overall results of the
other HCES Sites.

The construction programme envisages work to be done in February 2021 (including the turbine house, road entrance and access tracks), then
the majority of the programmed works will begin in Summer 2021. This Offer proposes to mirror that programme, with £275,000 to be raised
now and the balance of £432,000 in the Summer of 2021. We would appreciate an indication of intentions to subscribe for more K Shares in
the second Phase. You can invest in either Phase or both.
HCES intends that K Shares subscribed for in this first Phase will be paid interest at 1% from date of issue until Commissioning, then 4.5%
thereafter and that K Shares subscribed for in the second Phase will start being paid 4.5% interest from Commissioning. Commissioning is
currently expected to take place in November 2021. It is anticipated that the first payment of interest will be made in May 2022 covering the
period from subscription for shares to May 2022. Interest will not be compounded.
It is intended to begin a process of redeeming Members’ K Shares as cash becomes available from the Kinlochbervie Project repaying the
Loan made by HCES to KCEL.

We want as many people as possible, especially local people, to join HCES, which already has 452 Members from the earlier share offers. All
Members are important to us and each Member has the same vote regardless of how many shares they hold, so your vote really counts! You
can also stand for election to the board. We think this structure will appeal to people who may not have considered this type of project before.
HCES enables you to support renewable energy, help tackle energy security and the climate crisis and reduce your carbon footprint, while
supporting the local community financially.
How to Apply

An Application Form is attached at the end of this Share Offer Document. The maximum aggregate subscription for K Shares under both
Phases of this Share Offer for individuals and businesses is £10,000 and the minimum (which will apply on the first Phase) is £250 (£100 for
residents within the IV27 4* postcode areas).
Please read this Share Offer Document carefully, noting the risks, including those set out on pages 9 and 10. This first phase of the Share
Offer will close on 5th March 2021. I look forward to welcoming you to HCES.
Yours faithfully,

Jim Lee

Jim Lee - Chair, Highland CES

Summary

•
•

Potential Applicants should note that:

The Summary should be read as an introduction to the Offer Document

Any decision to invest in the Offer should be based on consideration of the Offer Document as a whole

Introductory Note

The purpose of HCES, which was established in 2018, is to take up community Stakes in a series of hydroelectric Sites that
generate renewable energy.

This Offer, on behalf of HCES as a Community Benefit Society, is exempt from the prescriptive regulation of share offers.
Essentially this is because an investment in a Community Benefit Society is primarily for its public benefit purposes. At the same
time, as in this case and in similar offers supported by Energy4All, there may be an intention to offer such shares on the basis of a
reasonable financial model, offering reasonable prospects also in investment terms.
Note that this Offer is not to own shares in KCEL itself but in HCES which will itself hold ownership in and lend money to KCEL.
Hence although the risks are closely related to the risks of KCEL, they are not identical.

HCES has already taken up ownership Stakes in four hydro projects, Allt Dearg, Laggan, Achlain and Littleton Burn and at the time
of writing has raised sufficient funds to acquire the Stake in Feorline Burn on Commissioning. The monies raised from this Offer
will be lent to KCEL to enable the Kinlochbervie Project to be constructed. Operation of the Project will then provide the cash to
pay interest and repay capital on the Loan.

1. The Content of this Offer Document

This Offer Document has been prepared by HCES and its Directors, who are responsible for the contents.

Technical and other words or phrases used in this Offer Document with a particular meaning are defined and explained in the Glossary.
No advice on investments is given in this Offer Document by HCES or its Directors in relation to it. If any person has any doubt about
the suitability of the investment which is the subject of this Offer Document, they should contact an appropriate authorised person for
advice on investments.

2. Purpose of this Summary

This Summary is intended to provide an overview of the Offer.

3. HCES

HCES is a society for the benefit of the community registered with the FCA (Registered Number 7771) under the Co-operative and
Community Benefit Societies Act 2014. It is managed for the benefit of the community and owned by its Members, who are protected by
limited liability status. Its constitution is in the form of Rules approved by and registered with the FCA. HCES is driven by high ethical
standards as defined by the international Co-operative movement and intends to operate in line with the values of co-operation and
democracy as well as a sound commercial ethos. Constitutionally, key characteristics of HCES, as a community benefit society, are:
HCES operates for the benefit of the community; a member must have the minimum number of shares each with a nominal value of £1;
all members have one vote regardless of how many shares they hold; no member, except another society, may hold more than 100,000
shares in aggregate in HCES (either K Shares or other shares issued by HCES); the Board is elected by the members; and only
members are eligible to serve on the Board.

4. Kinlochbervie Community Energy Limited and community benefit

KCEL was established in 2019 to form the structure for a community venture to be financed by HCES. KCEL has three shareholders –
HCES, KCC and Energy4All. Each of these organisations has appointed a director to the board. KCEL has a 41-year lease of the Site
of Kinlochbervie hydro from the Rhiconich Estate, the rent paid being shared equally between the Estate and its crofting tenants. Any
profit made by the Project will be applied to benefit the community in and near Kinlochbervie. After the loan is repaid (anticipated to be
after 20 years) the surplus for the remaining duration of the Project will be available for community benefit, but the income will reduce
since the Feed-in Tariff is payable only for the first 20 years of the life of the Project.
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5. The Existing HCES Projects

The Stakes in the first two Projects, Allt Dearg and Laggan, were acquired in accordance with what was proposed in the first share
offer (Allt Dearg in November 2018 and Laggan in December 2018). Stakes in Achlain in November 2019 and in Littleton Burn in
July 2020 were acquired in accordance with what was proposed in the second share offer. Feorline Burn Stake is anticipated to be
acquired in February 2021 following an offer to Members only in December 2020.

With these HECO Sites, HCES acquires a Stake in newly set up limited companies registered in Scotland (‘SPVs’), each owning
one hydro Project. Each of those SPVs has £1,000 of share capital and started with Loan Notes equal to the cost of construction of
the hydro Project at its Site. There is no other debt in any of these companies. HCES receives interest and capital repayments on
the Loan Notes, and dividends through its shareholding in each of the SPVs.
HCES has directors on the board of each of the SPVs. In the SPVs’ year to March 2020, performance exceeded the forecast in the
financial model in the share offers. Post March, performance has been behind budget, but that was also the case last year, with
output catching up in the later months.

6.

•
•
•
•
•
•

The Sites

Six hydro Sites have been developed by HECO. The Sites are located in the Highland region of Scotland (see map on Page 14).
Planning permission was granted on each Site between 2017 and 2019. Those Sites are:

Allt an Laghain (Laggan) 499.7 kW – Built and operational
Allt a Chaitchinn (Achlain) 90.6 kW – Built and operational
Littleton Burn 147.1kW – Built and operational

Feorline Burn 97.5kW – Built and expected to be operational as of February 2021

Kinlochbervie 200.4kW - Due to start construction in February 2021 and to be commissioned in November 2021

Project Development Costs

In 2019 HECO decided to offer the Kinlochbervie Project for full community ownership. Local Energy Scotland has supported the
Project, with the Community and Renewable Energy Scheme (‘CARES’) awarding a grant in May 2020 to cover legal support,
community engagement and due diligence. A CARES development loan was agreed in June 2020 to cover 95% of development
costs due to HECO, and pre-construction work including the deposit on the turbine, grid payments and project management. The
final 5% of development costs has been covered by an interest free loan from KCC to KCEL. In order to reduce interest costs and
start the Project, another Energy4All co-operative, Energy Prospects has lent KCEL sufficient cash to repay the CARES loan and
also pay initial developer costs. Work is intended to start February 2021.

8.

The Offer

Through this Offer, HCES proposes to raise up to £707,000 in two Phases, by the issue of K Shares at £1, payable in full on
application. This will allow HCES to lend money to KCEL to enable KCEL to pay back the existing loans and proceed with
construction of the Project at Kinlochbervie. £275,000 is to be raised now, with the balance to be raised in Summer 2021.

The Offer will give local people and the wider community of interest an opportunity to participate in renewable energy generation.
The principal appeal is to people who are interested in supporting progressive environmental and social purposes while getting
projected reasonable returns on their capital. This Share Offer is not covered by the Financial Ombudsman Service or the Financial
Services Compensation Scheme. The K Shares do not qualify for Enterprise Investment Scheme tax relief.

9.

Environmental considerations

HCES is an ethical and environmental enterprise, enabling people to make a real contribution to the development of renewable
energy in their communities, and also to the UK’s response to the climate crisis and energy security, by offering people an
opportunity to take up ownership of Stakes in hydro projects across the Highland area of Scotland.

10. Shares and K Shares

Members should regard all HCES shares as a long-term proposition appropriately balancing social and financial considerations. The
interest rate and return of capital on K Shares will rely on the financial results of the Kinlochbervie Project. The Financial Projections
and the prospect of a reasonable return for Members are based on expert advice and experience derived from the original Sites and
from other Energy4All projects over several years. Financial Projections are by nature uncertain, illustrative only and must not be
taken to be an indication of any assurance about the ultimate return of capital or any level
of return.
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7.

Allt Dearg 81.4 kW – Built and operational

Members acquiring K Shares under this Share Offer are expected to receive an interest rate of 4.5% on their investment (based on
current Financial Projections) at the end of each financial year of HCES once the Project is commissioned. A rate of interest of 1%
from share issue to date of Commissioning is anticipated on K Shares issued as a result of this initial first Phase of the K Shares Offer.
Interest is intended to start running at 4.5% on all K Shares from the date of Commissioning of the Kinlochbervie Project, which is
anticipated to be in November 2021; however this date will move if the Commissioning date is delayed for any reason.
Financial Projections are based on performance to date of the existing Projects, the HECO project figures for the Kinlochbervie
Project, estimates for future prices of electricity and inflation, and an assessment that HCES has a viable basis for investing in this
Project through this Offer being successful.

11. Return of Members’ Investment in K Shares

Members do not have the right to withdraw K Share Capital but the Board has the power to permit K Shares to be withdrawn or to
redeem K Shares. There are no arrangements or binding commitments in place to enable a realisation of K Shares. If there is
sufficient cash accumulated in HCES for the purposes of the business, including any proposed new projects, it is expected to
begin a programme of repaying Members’ K Shares, assumed in the Financial Projections to start in May 2024.

HCES currently envisages, if it has sufficient funds, that it will repay K Shares in line with capital repaid on the KCEL Loan, over 20
years. Members who wish to redeem their K Shares may be given priority, and any remaining K Shares will be redeemed in
proportion to Members’ shareholdings. All redemptions will be at the par value of £1.
After the Kinlochbervie Site has been operating for 20 years, profits are likely to be much reduced because of the ending of the
Feed in Tariff payments and higher operating costs; remaining profits for the remaining 20 years of the lease of the Site will be
applied to deliver KCEL’s objectives.

12. Financial information

HCES started trading in 2018. A full copy of the accounts to 31 May 2020 is available on request and is available in the Members’
area on the HCES web site for existing Members.
Table: HCES Profit & Loss Summary 2019 to 2021
Profit & Loss

Year End 31/05/2021

Loan Note Income
Dividend Income
Other Income
TOTAL INCOME
Expenditure
Interest Received
Member Share Interest
Community benefit
Profit Before Tax
Tax
Profit

Forecast £
64,799
17,639
19,336
101,774
(37,254)
119
(49,062)
(15,000)
577
577

Period End 30/11/2020

Year End 31/05/2020

Year End 31/05/2019

1,403
1,403

8,182
8,182

10,963
(2,273)
8,690

Actual £
30,328
0
8,910
39,238
(17,648)
119
(20,305)

Actual £
49,088
18,043
10,825
77,956
(29,443)
279
(40,610)

Actual £
20,302
0
43,735
64,037
(53,607)
533
0

In the current year (from June 2020), income is forecast to be 3% behind budget in HCES due to delays in commissioning Feorline
and underperformance at the other Sites. However this is in line with previous year performance. If underperformance continues
for the remainder of the year, Community Benefit may be reduced but Member returns are unlikely to be affected.
KCEL has not yet commenced trading. A copy of the accounts to 30 September 2020 is available on request.

13. Project Status

In relation to this Offer, the following preliminaries have been completed or are well advanced in respect of the Project:
Project

Kinlochbervie
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Planning Consent

Consented

FIT Accreditation

Pre-Accredited

Lease

Agreed

Grid Connection

Offer Accepted and
paid in full

CAR Licence

Granted, application
made to transfer to
KCEL
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A contract has been agreed with HECO for the design and build and has been reviewed by a lawyer. The terms of the
Shareholders’ Agreement for KCEL have been agreed. The HCES Board will be responsible to the Members for the management
of the Loan and shareholding and will receive regular management reports from KCEL. KCEL will be responsible for
management of the Site.

HCES, KCC and Energy4All each hold one share in KCEL to reflect the wholly community owned nature of the Kinlochbervie
Project. The financing of the Kinlochbervie Project, through the Loan, is intended to follow the same pattern as for the HECO
companies, however HCES’s Loan will be funding all of the construction rather than acquiring on Commissioning so the risks are
somewhat different from the other Projects undertaken by HCES which are only acquired after they have been commissioned. No
dividends will be paid by KCEL. HCES Members voted to proceed with this Project and to have a separate class of shares (K
Shares) to reflect the different risks on this Project.

14. HCES Loan to KCEL

KCEL will pay interest over the Commissioning date amounting to £24,000 which will be capitalised, thereafter 5% annual interest
on the Loan on a reducing balance basis as capital is repaid up to 20 years.

15. HCES Management of KCEL

KCEL will pay a management charge to HCES if KCEL’s net income at the Site exceeds the amount used in the Financial
Projections for this Offer (which are based on P90). This will form a reserve to support the Project, payment of interest and the
withdrawal of K Shares and if not required for these purposes is intended to be allocated to HCES’s Kinlochbervie community
benefit pot.

16. Risks

All commercial activities carry risk. Your attention is drawn to the specific risks on pages 9 and 10 which you should take into
account before taking up K Shares. Risks include:

ii.
iii.

General risks related to the K Shares (the Shares are not transferable and will not be traded on any recognised stock
exchange; the Share Offer is exempt from prescriptive regulation and so is not covered by the Financial Ombudsman
Service or the Financial Services Compensation Scheme);
Risks specific to renewable energy (government policy, weather patterns, technological and operational efficiency,
electricity prices and business costs can fluctuate; there is the possibility of obsolescence); and

Risks specific to this commercial opportunity (e.g. returns are not guaranteed and may not be realised; unlike the
other HCES shares, returns and return of capital depend on successful construction as well as operation of the
Project; HECO could fail to meet its obligations; as a minority shareholder in KCEL HCES has limited powers to direct
its affairs; climate change could have unexpected consequences; contractors could fail to meet their obligations; the
commercial business plan on which this community Offer is based may not be realised, or may need variation).

17. Offer timetable

The Offer Period will open at the beginning of each Phase and will close at the end of Phase one and two as per the timetable on
page 25 (remembering that the Offer will close and reopen when further funds are required later in 2021).

The Offer will open for local Applicants first, who reside within the IV27 4* postcode area. If local Applicants do not take up all the K
Shares, the Offer will be opened to a wider audience. If the Offer is oversubscribed, the Directors shall, in their discretion, determine
the appropriate allocation which may include giving Applicants local to the Site priority. Applications may be scaled down.

18. How to apply

An Application Form, with details of how to take up K Shares, is attached to the end of this Offer Document. The minimum number
of K Shares is 250 (100 for residents within the IV27 4* postcode area) and the maximum number in aggregate under both Phases
of this Offer is 10,000 (the overall limit for total holdings of shares and K Shares in HCES is 100,000). Those interested in K Shares
should do so only after reading this Offer Document in full and taking appropriate financial and other advice.
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Kinclochbervie Harbour

R i s k Fa c t o rs

p a ge / 9

All commercial activities carry risk, and potential Members should take appropriate advice and
make their own risk assessment whilst bearing in mind the social and environmental aspects of
this opportunity. Taking up shares in a business is not a loan or deposit. Your capital is at risk.
Holding K Shares is a long-term proposition for up to the life of the Project (which is up to 20
years) with capital intended to be repaid during that period; and although arrangements have
been made to enable early repayment your K Shares may not be readily realisable.

In addition to the specific risks of holding K Shares in a social enterprise, your attention is drawn
to the following:

General risks relating to the K Shares

•
•
•

Investing in K Shares is not the same as investing money in a bank account as your capital is at risk and you could lose
up to, but not more than, your entire investment.
The K Share Offer is exempt from prescriptive regulation and is therefore not covered by the Financial Ombudsman
Service or the Financial Services Compensation Scheme. HCES is registered with but not authorised by the FCA and
therefore the money paid for K Shares is not safeguarded by any depositor protection scheme or dispute resolution
scheme. HCES is generally regulated by the FCA to act in a manner that is reasonable, clear and not misleading and
the Offer is subject to general contract principles relating to misrepresentation.
The value of your income from the K Shares may fluctuate and you may not get back the amount you subscribed.
Smaller unquoted businesses such as HCES and KCEL are likely to involve a higher degree of risk than larger
companies and stock exchange investments.
K Shares will not be traded on a recognised stock exchange or otherwise. K Shares are not under existing Rules
transferable except on death or bankruptcy.

K Shares can be redeemed by HCES at par value in accordance with the Rules but are not withdrawable by Members
without prior approval from the Board, which is discretionary and cannot be guaranteed. If HCES lacks sufficient cash to
enable K Shares to be withdrawn when desired, withdrawal may be delayed, or may not be possible. Holding K Shares
should be seen as a long-term proposition.

Renewable energy industry risks

•
•
•
•
•
•
•

Government policy towards renewable energy has changed and may change again in the future.
New inventions and developments may render existing technologies and equipment obsolete.

Assumptions about future electricity prices used in the Financial Projections may turn out to be incorrect.

Atypical short-term weather conditions could affect expected levels of electricity generation and therefore income,
although overall patterns outside anticipated parameters are unlikely.

Although modern Hydro Turbines are extremely reliable, mechanical or technical failure can interrupt the generation of
electricity or the distribution network, leading to unexpected costs. Manufacturer warranties and guarantees, insurance
and regular servicing, usually offer some protection.
Accidents happen and insurance may not cover all the costs.

Climate change could have unexpected consequences not anticipated in the Financial Projections.
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•
•

Risks in relation to the Offer

•
•
•
•
•
•
•
•

As one member of three in KCEL, HCES has limited powers to direct the affairs of KCEL. However,
contractual provisions in the Shareholders’ Agreement, including board representation, provides
conventional minority protection.

factors

•

Acquiring shares in and lending money to a company carries a different risk profile from owning and
operating plant directly. Reputable firms have been engaged to assist in technical and legal due diligence
but there is still a level of risk. The legal agreements seek to minimise such risk.

The projected rates of return to Members of HCES are not guaranteed and may not be realised. The rate
of inflation may differ from the rate used in the Financial Projections. The Financial Projections assume
average estimated output.

The commercial business plan on which this community Offer is based may not be realised, or may need
variation. If sufficient monies are not raised from the second Phase of this Offer, the HCES Board will
consider extending the Offer or KCEL will consider borrowing to complete the Project. However, if
ultimately there is insufficient cash to proceed, the Project may have to be dropped and investment in first
Phase K Shares will be lost. For this reason, the Offer seeks indications of proposed investment in the
second Phase to give assurance about the future viability of the Project financing. The previous three share
offers by HCES have reached their target quickly and all have been oversubscribed.

The Feed in Tariff has already been secured for Kinlochbervie. The Financial Projections for this Offer
assume Kinlochbervie will qualify for a Feed in Tariff of 6.48p per kWh; this will only be secured if the Site is
commissioned by the Feed in Tariff Accreditation date, which has been extended to September 2022
because of the Covid-19 pandemic.
Unfavourable weather conditions and other unforeseen circumstances could have an impact on the
construction programme. The conditions arising because of the Covid19 pandemic may result in delay or
other problems. Contingency time is built into the construction programme.

Overruns could lead to increased costs. HECO is constructing the Site under an agreed contract in
accordance with a programme and has confirmed that it has the capacity available to complete construction
of the Project within the Feed in Tariff deadlines.

Equipment purchased for the Site should be supported by the usual guarantees and warranties from
companies believed by HCES to be financially strong, but equipment suppliers, HECO or other contracting
parties could fail to meet their obligations. As is common with community projects of this nature, some
elements of maintenance will be performed by local volunteers, which may not be the case for the entire life
of the Project. If volunteers are not forthcoming, maintenance costs could increase.
The Financial Projections, derived from performance to date, expert advice and experience gained from
other Energy4All projects, may not be accurate.

The Financial Projections are based on the assumption that the predicted water flowing though the selected
turbines will be sufficient to produce an average amount of electricity annually. There is a risk that this
amount of electricity will not be generated either due to a reduced level of water flow or due to the
performance of the Hydro Turbines falling below the manufacturer’s projections or because the scheme is
not being run effectively.

r isk

•

The technical risks identified above have been reviewed by an independent hydro consultant who has given an
opinion that the Sites associated with this Offer are expected on average to produce the amount of electricity
assumed in the Financial Projections.
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Pe rs o n s R e s p o n s i b l e
& D i re c t o rs ’ D e c l a ra t i o n
HCES and its Directors are responsible for the information given in this Offer Document.
The Directors are:

Andrew King, Lawrence Macleod, Chris Pasteur, Kenneth Knott, Jim Lee, Alexander MacKintosh, Miranda Wharam,
and Phyllis Miller. Lawrence Macleod is the Kinlochbervie representative.

LAWRENCE MACLEOD

ANDREW KING

CHRIS PASTEUR

D E C L A R AT I O N

Directors hereby

declare that having

taken all reasonable

care to ensure the

information contained

in this Offer

JIM LEE

KENNETH KNOTT

Document is to the

best of their

knowledge, in

accordance with the

facts and contains no
omission likely to

affect its import.

ALEXANDER MACKINTOSH
MIRANDA WHARAM

PHYLLIS MILLER

The Directors of KCEL are:
Lawrence Macleod (representing HCES)
Murdo MacPherson (representing KCC)
Jim Lee (representing Energy4All)
Margaret Meek is Company Secretary (KCC)
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HCES and each of its

Social, Community &
E nv i ro n m e n t a l B e n e f i t s
HCES

HCES was set up in 2018 to take up the community stake offered by HECO in up to six hydro Projects that HECO had developed.
This Offer provides local people and the community of interest from a wider geography with an opportunity to make more renewable
energy happen and thus participate in the fight against the climate crisis.
HCES intends to apply its surpluses to the communities local to the Projects. Agreements have been offered to local communities
setting out how the mechanism works.

KCC – Kinlochbervie Community Company

•
•
•
•
•

KCC was established in 2008 and operates as a community development trust. The Company is also a registered charity. The
purposes of the Company are
To manage community land and associated assets on behalf of the community

To provide recreational facilities and organise recreational activities to improve the conditions of life of the community following
principles of sustainable development
To advance community development including rural regeneration following the principles of sustainable development
To advance the education of the community about its environment, culture, heritage and history

To advance environmental protection or improvement including preservation and conservation of the natural environment

Energy4All

Energy4All is a non-profit distributing social enterprise that promotes and facilitates community ownership of renewable energy in the
UK. The basic idea is that new social enterprises will be established to undertake renewable energy projects, which will be controlled
by their community and provided with technical expertise and management by Energy4All. Energy4All seeks to recover costs and
provide for future development work from its fees. Any profits that arise are used by the company for the furtherance of its aims and
objectives. Each new enterprise is paid for by the success of older enterprises, and it in turn supports the enterprises of the future.
To date, Energy4All has promoted twenty-eight co-operatively owned projects, including HCES. HCES is the third Hydro Electric
co-operative that Energy4All has supported in Scotland, the first being the UK's largest Community Hydro Scheme at Rumbling
Bridge in Perth & Kinross which was commissioned in September 2016. The other community co-operatives are: 13 wind turbine, 8
roof top solar, 1 ground mounted solar, 1 hydro project in England, a wood heat project and a Co-operative that specialises in
undertaking the early stages of development of renewable energy projects. Energy4All has raised over £80 million for community
renewable energy projects and manages over 15,000 members in its family of Societies.
Energy4All was involved in creating the first community renewable energy project in Northern Ireland - Drumlin Wind Energy - and
also worked with Marks & Spencer creating the first community energy project with a major retailer.
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Information on HCES
& the Sites
HCES has adopted the legal form of a Society for the Benefit of the Community (‘Society’). Such
Societies are operated for the benefit of the community and are regarded as a form of co-operative
and follow co-operative principles. Members elect directors and each member has one vote in a
members’ meeting regardless of the number of shares held. Members are protected by limited liability
and are only obliged to contribute the initial cost of their shares. A Society is governed by Rules,
largely in standard form, which are approved by and registered with the FCA. A copy of HCES’s Rules
is available for viewing at www.hces.coop

Objectives of HCES

HCES’s Rules state that its objects shall be to carry on any business for the benefit of the community by:
a)

The development, installation, management, operation, generation, transmission and supply of energy from renewable
and low carbon energy sources;

c)

The generation of income to provide support to community organisations in the locality of any energy project
supported by HCES;

d)
e)

The conservation of energy through advice on energy efficiency including energy efficient products and the supply of
energy efficient products;
The promotion of awareness of environmental and related issues and support for educational initiatives related to
renewable energy;

Enabling the local and wider community to share in the ownership of, and invest in, renewable and low carbon energy
generation and energy efficiency initiatives.

Membership Provisions

•
•
•
•
•
•
•
•
•
•
•
•

The following are some of the key constitutional characteristics of HCES:

Members provide capital and are rewarded by a return on the basis that they represent the requirements that are
sufficient to attract and retain the capital necessary for HCES’s activities

a Member must have the minimum number of shares (in the present case 250, or 100 for residents within the IV27 4*
postcode area);
shares have a nominal value of £1;

all Members have one vote regardless of how many shares they hold;

no Member, other than another Society, may hold more than 100,000 shares in HCES;

the Board is elected by the Members and only Members are eligible to serve on the Board;
shares are transferable only on death or bankruptcy;

at the discretion of the Board, shares may be withdrawn by Members at the price paid for them; and

the Board may redeem shares at the par value of £1 per share in proportion to Members’ shareholdings.

The Rules were amended by a Members’ meeting on 17 September 2020 to provide for the K Shares:
K Shares are a class of £1 shares to be issued to finance the Kinlochbervie Project;
the Board may redeem K Shares as a separate matter from the other shares;

the rate of interest on the K Shares may be different from that on the other shares.

In other respects, the K Shares shall have all the same rights and obligations as the other shares in HCES.

Accountants

The accountants of HCES are RFM, Chartered Accountants of 117 Duke Street, Barrow, Cumbria LA14 1XA.

Principal Activities

The principal activity of HCES is the provision of services to and management of the community interest in the operation of
hydroelectric projects.
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b)

Social, Community and Environmental Benefits

HCES’s business activities are aimed at reducing carbon dioxide emissions through the generation of renewable energy at the
Sites and through funding projects that support its objects and priorities identified by Members and local people. Each Member
of HCES will be benefiting the community through reducing their carbon footprint and contributing to the fight against climate
change in a practical and measurable way.

The Sites

HCES has already acquired its Stakes in Allt Dearg, Laggan, Achlain and Littleton Burn and has raised the funds to acquire the
Stake in Feorline Burn, which is anticipated to take place in February 2021.
The funds raised in this Share Offer will be lent to KCEL to allow it to construct the hydro project at Kinlochbervie.
Map Showing Location of the Hydro Schemes at all six Sites
KINLOCHBERVIE

ALLT DEARG
ACHLAIN

LAGGAN

LITTLETON

FEORLINE

Site

Description

Allt Dearg

Hydroelectric Generator

81.4

140

81

Achlain

Hydroelectric Generator

90.6

94

139

Laggan

Littleton

Feorline

Hydroelectric Pelton Generator
Hydroelectric Generator

Turgo Run-of-River Hydroelectric
Turbine

Kinlochbervie Crossflow Run-of-River
Hydroelectric Turbine
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Capacity
(kW)

499.7
147.1

Head
(m)

237
246

Design Flow Annual Yield
(l/s)
(MWh)
266

Status
Generating

268

1429

Generating

86

443

Generating

303

Generating

97.5

185

74

334

Generation expected

200.4

40

690

579

Due to start
Construction
in February 2021

from February 2021
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Details & Construction of the Site

The land owners, the Rhiconich Estate, wished to see a hydro project developed and were keen to involve the community in
the project to ensure community benefit. This led to HECO speaking to the Kinlochbervie Community Company (KCC) to
advise them of their intentions to build a hydro project and to seek their views.
In early 2019, HECO informed Energy4All that it did not wish to proceed with the shared ownership option for the
Kinlochbervie Site but would be happy to support the Site being transferred to full community ownership.

A Society, KCEL, was set up in August 2019 to undertake the Project. It was agreed that HCES would raise the money
required to fund the Project through a share offer and lend the money to KCEL which would own and operate the
Kinlochbervie Site under a long lease granted to it by the Rhiconich Estate.

Local Energy Scotland have supported the project since 2019 and funded the early stages of the project through CARES. A
CARES enablement grant was awarded to KCEL in May 2020 and a development loan was agreed in June 2020. The grant
covered legal support and advice, community engagement, due diligence carried out by HCES and project management. The
CARES loan covered development costs due to HECO, pre-construction work including the deposit on the turbine, grid
payments and some additional project management. The CARES loan covered 95% of costs. The remaining 5% was covered
by an interest free loan from KCC to KCEL.
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Oldshoremore Beach

O p e ra t i n g &
F i n a n c i a l R ev i ew
Commencement of Operations

HCES has been fully operational since acquiring its Stakes in the first hydro Sites in October 2018.

Operational Cash flow

HCES has a limited requirement for working capital in the conventional sense, as it has no employees and few fixed costs.

Normal monthly cash expenditure is projected to be small. Once income is generated through the installed infrastructure, basic
administration and accounting expenditure will be amply covered by the Administration Contract income, Loan Note and Loan
interest and dividends received. The Financial Projections anticipate that HCES will be cash positive each year.

KCEL has had sufficient cash from the grants and loans made by CARES and KCC to cover its expenditure on the Project to date.
Energy4All has covered the VAT costs to date, recovering the outlay as VAT is recovered. KCEL has borrowed from Energy
Prospects to provide the cash to repay the CARES loan and pay initial construction costs. This borrowing will be repaid from the
Loan, once monies are raised through this Share Offer.

Income

HCES’s income to enable it to pay interest on the K Shares and to repay the capital invested will come from interest paid by KCEL
on the Loan and the repayment of the Loan. HCES may also receive a modest management charge from KCEL if production
exceeds certain levels. The management charge is intended to provide a margin over and above the Loan payments to support
the Project generally and payment of interest on and repayment of the capital of the K Shares. If the margin is not required for this
purpose it is intended that it will be applied towards HCES’s Kinlochbervie community benefit fund. Payment of interest and
repayment of capital on HCES’s other shares are covered by payment of interest, repayment of loans made by HCES and
dividends received from its other five projects.

Expenses

HCES has a contract with Energy4All covering its existing administrative requirements. Energy4All will charge a fee to KCEL
which will cover the management, financial and administrative requirements of KCEL and its business and also the additional costs
of administering and managing the Loan. HCES will make a modest margin on the interest charged by it to KCEL compared to
the interest rate on the K Shares; this margin will offset any additional costs incurred by HCES by the issue of the K Shares.

Development Costs

Energy4All will be paid a fee of £30,000 for its work bringing the Kinlochbervie Project to Commissioning and in coordinating the
Offer on behalf of HCES, but only after the monies required for the Site have been raised. All profits made by Energy4All are used
in the furtherance of Energy4All’s mission to increase community ownership of renewable energy.

Rates of Return to Highland CES Members & Exit Arrangements

Members of HCES who take up K Shares are projected to receive a reasonable rate of return, at a level intended to be sufficient
to obtain and retain enough capital for HCES’s business requirements. HCES intends that K Shares issued under the first Phase
of this Offer will attract interest at a rate of 1% during construction. Thereafter, HCES plans to pay interest, after the Site has been
Commissioned, at 4.5% per annum in May of each year on K Shares issued under either Phase of this Share Offer, starting from
the date the Site is Commissioned.
HCES anticipates holding its Annual General Meeting around October each year, although circumstances may dictate another
date. HCES anticipates paying interest on K Share Capital in May each year with the first payment of interest for K Shares issued
under this Share Offer projected to be made in May 2022. Delays at OFGEM in approving the registration of the Commissioned
Site for the FiT could delay the payment.

Members do not have the right to withdraw K Share Capital but the Board has the power to permit K Shares to be withdrawn or to
redeem K Shares. There are no arrangements or binding commitments in place to enable a realisation of K Shares.

If there is sufficient cash accumulated in HCES for the purposes of the business, including any proposed new projects, it is
expected to begin a programme of repaying Members’ K Share Capital, for Members taking up K Shares in this Offer. HCES
currently envisages, if it has sufficient funds, that it will repay K Share Capital in accordance with capital repaid on the KCEL Loan,
proposed to be over 20 years. Members who wish to redeem their K Shares may be given priority, and any remaining K Shares
will be redeemed in proportion to Members’ shareholdings. All redemptions will be at the par value of £1.
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Taxation of HCES

HCES anticipates having minimal liability for corporation tax as the profit it makes will be small in the early years and as profits
increase, so will payments to the community which, if paid to a charity such as KCC, should be tax deductible. In addition,
dividends from the SPVs which own its five hydro projects other than Kinlochbervie, which are anticipated to become an
increasing proportion of income as time goes on, are not taxable under current rules. HCES is registered for VAT.

Taxation of KCEL

KCEL anticipates having minimal liability for corporation tax because of the tax deductions available for capital expenditure on
the Project. Payments for Community Benefit to KCC are expected to be tax deductible. KCEL is registered for VAT.

Management of KCEL

KCEL will be managed by the Board, with support from Energy4All.

Financial Projections

Financial projections for the existing portfolio of hydro projects have been included in earlier share offers by HCES. To date,
share interest has been paid to existing members in accordance with the intentions outlined in the earlier share offers. The
summary below shows Financial Projections for HCES including the existing projects and KCEL:

Opening Cash
Income from prior SPV’s
Income from KCEL
Prior hydro sites loan
repayments
KCEL loan repayments
Total Cash In

Operating Costs
Community Benefit
Member Interest‘Ordinary Shares’
Member Interest ‘K Shares’
Repay Share Capital
‘Ordinary Shares’
Repay Share capital‘K Shares’
Total Cash Out
Closing Cash

31/05/22

31/05/23

31/05/24

31/05/25

31/05/26 2027-2031 2032-2036 2037-2041

52,957
117,252
27,675
41,446

63,287
117,857
35,350
59,579

73,383
112,836
35,350
62,558

75,529
106,122
33,811
65,686

77,905
104,728
32,805
68,970

239,330

276,072

314,904

301,279

306,625

17,785
35,116

31,815
53,483

31,815
64,411

30,430
67,310

29,524
70,339

176,044

202,689

239,375

223,374

226,088

0

33,634
22,401
67,107

0

63,287

0

34,475
14,815
68,102

0

73,383

30,777

35,337
11,340
65,695

30,777
75,529

20,131

36,220
6,487
62,796

20,131
77,905

22,216

37,126
7,115
59,767

22,216
80,537

73,383
484,419
145,048
400,158

91,422
409,994
101,301
510,714

147,009

221,153

200,025
30,487
248,412

226,310
24,397
149,418

147,009

221,153

1,250,017 1,344,585

130,543
402,119

91,171
501,113

1,158,595 1,213,562
91,422

121,023

Total

121,023
346,424
36,744
254,137

1,799,633
448,085
1,463,248

1,024,042

4,417,966

33,070
354,595

396,154
1,548,485

976,827

4,416,554

265,714

219,409
67,818
36,222

265,714
47,215

707,000

822,537
184,860
757,519

707,000

Income from KCEL in the year 31/05/22 includes £10,000 management fee from KCEL capital costs.
The following table is a summary of the Financial Projections for the Kinlochbervie Site.
KCEL Financial

31/05/22

31/05/23

31/05/24

31/05/25

31/05/26 2027-2031 2032-2036 2037-2041

Electricity Generated kWh

289,534

579,069

579,069

579,069

579,069

Summary kW/£

Opening Cash
Revenue
Less:
Operating Costs
Admin & accounting
Capital costs retention
Community Benefit
Loan Interest @ 5%
Repay Loan Capital
Taxation
Closing Cash

0
35,542

7,365
72,506

5,997
3,505

1,000
17,675

12,234
6,384
5,620
2,040
35,350

7,365

18,243

18,243
73,956

12,479
6,512

2,081
35,350
30,777
5,000

5,000
75,435

12,728
6,642

2,122
33,811
20,131
5,000

5,000
76,944

12,983
6,775

2,165
32,805
22,216
0
5,000

1,447,672 1,447,672
5,000
408,426

5,000
450,935

11,491
145,048
147,009
0
5,000

12,687
101,301
221,153
0
5,000

68,915
35,962

76,088
39,705

1,447,672
5,000
497,869
84,007
43,838

14,008
36,744
265,714
12,131
46,428

Total
6,948,826
1,691,611
285,430
149,323
5,620
47,595
438,085
707,000
12,131
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HCES Financial
Summary (£)

Returns to Members are calculated according to projected income and expenditure over a 20-year period of the Project, and thus
KCEL’s ability to repay the Loan from HCES. The Financial Projections are based on key assumptions, which are summarised
below. The annual amount made available for payment as interest (after year 1) on K Shares is divided by the number of K Shares
in issue to give:
a projected return of 4.5% per annum over the 20-year period of the Feed in Tariff term starting from the commissioning
date of the Project

•
•

K Shares issued under Phase one of this Offer are projected to be paid a 1% interest rate from date of issue of the K
Shares to the date of Commissioning of the Project

HCES intends to repay all its Member K Shares by the time the Site has run for 20 years. The Financial Projections assume
Members’ K Share Capital issued under this Offer is repaid starting in May 2024.
Finance Example Phase One – Returns on £1,000 Investment - Summary

Total Return
Share Interest £
£565
Capital Returned
£1,000
Capital Balance
Annual Share Interest %

2022*
£29
£0
£1,000
2.35%

2023
£45
£0
£1,000
4.5%

2024
£45
£44
£956
4.5%

Finance Example Phase Two - Returns on £1,000 investment - Summary

Total Return
Share Interest £
£558
Capital Returned
£1,000
Capital Balance
Annual Share Interest %

2022*
£22
£0
£1,000
2.445%

2023
£45
£0
£1,000
4.5%

2024
£45
£44
£956
4.5%

2025-2026
£85
£60
£897
4.5%

2027-2031
£185
£208
£689
4.5%

2032-2036
£129
£313
£376
4.5%

2037-2041
£47
£376
£0
4.5%

2025-2026
£85
£60
£897
4.5%

2027-2031
£185
£208
£689
4.5%

2032-2036
£129
£313
£376
4.5%

2037-2041
£47
£376
£0
4.5%

Share Interest is intended to be paid at each financial year end of HCES, starting 31 May 2022

Assumptions

•
•
•
•
•
•
•
•
•
•
•
•
•

The Financial Projections are based on the following principal assumptions, the majority of which are ultimately beyond the
control of HCES:
HCES raises £707,000 under this Offer for the Kinlochbervie Project;

Investors under the current Offer will subscribe for K Shares in HCES, interest and repayment of which rely on the
performance of the Kinlochbervie Site;
Build costs incurred for the Site will be in accordance with the contract with HECO;

Electricity output will be in accordance with P90 estimates based on a capacity factor provided by technical experts to
produce an average energy yield at the Site, which is believed to be prudent;
Electricity prices have been based on the current FiT Export Rate;
The Site will qualify for the FiT at the expected rate;

The Operator will run and maintain the Site efficiently and in accordance with the operating procedures of the Hydro Plant and
under the terms of the O&M Contract, volunteer help will be available for the life of the Project;
Insurance will cover any unexpected damage that might befall the Site;

Expectations relating to the global energy market, the UK electricity industry, UK government policy and the desirability for
and the promotion of electricity from renewable sources will remain reasonably consistent and reasonably favourable to HCES
over the next 20 years;
Inflation is 2% during the life of the Project and inflation at this level applies consistently to wholesale electricity prices and the
FiT, and the expenses of KCEL and HCES;
Expenses are projected at a similar level to those on other hydro projects and other Energy4All community energy projects
unless there is detailed information available to HCES which provides a better estimate of projected expenses;

Loan income is accrued each year to 31 May from KCEL (which intends to change its year end to 31 May and will pay interest
on the Loan in April);
Interest is paid at 1% on K Shares issued under the first Phase of this Offer until the Commissioning date. Thereafter, interest
at 4.5% p.a. is paid on all the K Shares until the end of term. Interest ceases to be paid on a K Share from the date of
repayment of that Share;
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•
•
•
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Interest at 4.5% assumes KCEL performs at the average P90 projected annual yield as per information provided on the
Site on pages 13 to 15;

While no binding commitments have been entered into, the Financial Projections assume return of capital will commence
in May 2024 for K Shares issued under this Offer; the numbers in the financial projections on pages 17 and 18 assume
return of capital on certain dates but this is illustrative only and the amounts and dates may vary;
Any of the assumptions not being realised is likely to result in adjustments to the Financial Projections. Financial
Projections and assumptions such as those set out on pages 17 and 18 are inherently less reliable over longer time spans.

Offer Costs

Energy4All is charging HCES £30,000 for this Share Offer to date and for the future work until Commissioning. £24,000 of this
sum is paid from the Offer proceeds. HCES is charging KCEL £10,000 as a loan arrangement fee for its work on the
Kinlochbervie Project, of which £6,000 is paid to Energy4All as the balance of its fee of £30,000; the balance of £4,000 is
retained by HCES for its work.

Borrowing

The early stages of the KCEL project have been supported by a CARES grant and loan, and a loan from KCC, which are both
to be repaid from the loan from Energy Prospects, which will itself be repaid from the proceeds of this Share Offer. If the
second Phase of this Offer does not raise sufficient funds, the KCEL Board will consider borrowing to fund any shortfall. Energy
Prospects has also provided a facility to cover VAT payments due, to be repaid from VAT recoveries. The rate of interest on
the Energy Prospects loan is 5% per annum. The amount borrowed is being repaid as the VAT is recovered.

The Community Benefit Fund

HCES intends to support the local community in partnership with KCC from any profits on the Kinlochbervie Project. Surplus
profits of KCEL will be for the benefit of the community.

Accounts

Legal Proceedings

There have been no governmental, legal or arbitration proceedings relating to the Projects of HCES and none are pending or
threatened, which could have a significant effect on the financial position or profitability of HCES.
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HCES was incorporated on 23 June 2015 and changed its name to The Highland Community Energy Society Limited on 31
July 2018. Its financial year end is 31 May. Accounts to 31 May 2020 are available on request. KCEL’s first set of accounts to
30 September 2020 show nil turnover and preliminary costs of the Project covered by the grants and loans. KCEL intends to
change its year end to 31 May to coincide with the year end of HCES.

A c c o u n t a n t ’s L e t t e r
The Directors, The Highland Community Energy Society Ltd

Dear Board of Directors

3 February 2021

We report on the financial projections comprising the projected income & expenditure account of The Highland
Community Energy Society Ltd for the twenty years ending 31 May 2041 and the projected income & expenditure
account of Kinlochbervie Community Energy Ltd for the twenty years ending 2041 (the “Financial Projections”). The
Financial Projections, and the material assumptions upon which they are based, are set out on Pages 16 to 19 of the
section headed “Operating and Financial Overview” (the “Document”) issued by the Company as a section of the Share
Offer dated 5 February 2021.

Responsibilities

It is the responsibility of the Directors of the Company to prepare the Financial Projections. It is our responsibility to
form an opinion as to the proper compilation of the Financial Projections and to report that opinion to you. This report
is made solely to the Company’s Board of Directors, as a body, in accordance with our terms of reference. Our work
has been undertaken so that we might state to the company’s Board of Directors those matters we are required to state
to them in this report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company’s Board of Directors, as a body, for our work, for this report, or for the
opinions we have formed.

Basis of Preparation of the Financial Projections

The Financial Projections have been prepared on the basis stated on Page 18 to 19 of the Document.

The Financial Projections are required to be presented on a basis consistent with the accounting policies of the
Company.

Basis of Opinion

Our work included evaluating the basis upon which the Financial Projections have been prepared and considering
whether the Financial Projections have been properly computed based upon the disclosed assumptions and the
accounting policies of the Company. Whilst the assumptions and the accounting policies upon which the Financial
Projections are based are solely the responsibility of the Directors, we considered whether anything came to our
attention to indicate that any of the assumptions adopted by the Directors, which in our opinion are necessary for a
proper understanding of the Financial Projections, have not been disclosed, or if any material assumption made by the
Directors appears to us to be unrealistic.

We planned and performed our work so as to obtain the information and explanations we considered necessary in
order to provide us with reasonable assurance that the Financial Projections have been properly compiled on the basis
stated.

Since the Financial Projections and the assumptions on which they are based relate to the future and may therefore be
affected by unforeseen events, we can express no opinion as to whether the actual results reported will correspond to
those shown in the Financial Projections and differences may be material.

Opinion

In our opinion, the Financial Projections have been properly compiled on the basis of the assumptions made by the
Directors and the basis of accounting used is consistent with the accounting policies of the Company.

Declaration

We have taken all reasonable care to ensure that the information contained in this report is, to the best of our
knowledge, in accordance with the facts and contains no omission likely to affect its import.

Yours faithfully

Melville & Co Chartered Accountants, 17-18 Trinity Enterprise Centre, Ironworks Road, BARROW-IN-FURNESS, LA14 2PN
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Administration
& Management

Management Structure

HCES and KCEL will have no employees and the business is not dependent on key individuals. Administration and day to day
operations will be managed by Energy4All under the supervision of the Board. The Board will bear ultimate responsibility to the
Members, acting on reports and advice from Energy4All.
The Services Agreements between HCES and Energy4All and between KCEL and Energy4All are for a period of 20 years.

Highland CES – Directors & Company Secretary

Miranda Wharam - is currently the vice chair of the
Strathpeffer Community Association and supporting
‘Strathpeffer Saves’ through the Climate Change Fund aiming
to reduce the carbon footprint in the community and become
more energy efficient. Miranda is also involved in various
other community associations in Strathpeffer and the locality.
She has a background in youth and community work with 30
years’ experience in social care and as a Senior Manager
within the social care sector in Sussex. Miranda has
significant experience in management within the statutory,
voluntary services for disabled children, providing strategic
and financial leadership to provide safe delivery of services
for children.
Andrew King - had a varied career in business management
before becoming interested in community renewables nearly
25 years ago when he and his wife joined the newly formed
Baywind Co-op. He served on the board of Baywind for many
years and founded Energy4All with a colleague in 2002. He
Chaired Energy4All throughout its first decade as it worked to
establish itself as a unique business in the energy sector,
based on community ownership plus robust business
management. Although he retired some years ago, Andrew
retains close links with the sector and with Energy4All. He
remains a director of Findhorn Wind Park in NE Scotland and
has been delighted to serve on the board of The Highland
Community Energy Society as the business takes shape.
Andrew lives in Lancaster where he is involved in a variety of
local organisations. He and his wife are now hoping to build
an eco-house in the city.
Jim Lee - is Energy4All’s Project Officer in Scotland. He
chaired the board of The Spirit of Lanarkshire Wind Energy
Co-op for many years and is currently on the boards of
Edinburgh Community Solar Co-operative and Arrochar
Community Hydro Society. Jim’s role is to develop

opportunities for Energy4All in Scotland, helping them to
extend the scope of community owned renewable energy. Jim
is working with communities across Scotland to help them
gain maximum benefit from renewable energy projects in
hydro, on-shore wind, solar and district heating. Jim had been
involved in the Co-operative Movement over a number of
years and is Chair of the Lanarkshire Credit Union. In recent
years, he worked for the Scottish Fair-Trade Forum and for
Community Links in South Lanarkshire where he supported
the establishment of several food co-ops.
Kenneth Knott - has lived in Glenmoriston since 2000,
moving there from Mull linked to his career in Forestry and
Land management. He currently works in the government
agency Forestry and Land Scotland as Operations Manager
for the area Glengarry to Oban. He was Chairman of the Fort
Augustus and Glenmoriston Community council for 10+ years
during the initial stages of the renewable energy boom. He
has been involved with community companies in the
renewable field and in wider community projects for the last
18 years. He retains an interest in renewable energy through
his own micro generation projects and within the community
projects in the area he works covering several projects at
development stage at any given time.

Phyllis Miller - and husband, Stephen, both from farming
backgrounds, decided to move from Orkney over twenty
years ago to manage a traditional Scottish deer estate in
Perthshire. In January 2000 they moved to a very remote
West Highland Estate, with only a radio telephone and no
mains power. There was, however, a very small 6kw hydro
turbine. Since then they have embraced the possibilities of a
simple burn producing simple, clean power. They now live
and work managing Achlain Estate. There is a lovely
community feel there which the family all enjoy being part of.
Phyllis is a Director of the West Glenmoriston Community
Company, which is just finishing refurbishing an old school
bought by the community to make a local ‘Hub’ for community
events. She is on the board of ‘3 Glens Community Care’.
Alexander MacKintosh - was born and brought up on the
Isle of Skye before studying in Paisley for an
Electrical/Electronic Engineer degree. After nearly thirty years
working worldwide, in Japan, Germany, Italy and other
places, he is now in the process of moving back to the
Highlands and Islands with the intention of using his
experience to give something back to the area. As an
Electrical Engineer he has a great interest in renewable
energy generation and how this can bring benefit to the
people and area where it is located. Since 2008 he has
joined several windfarm co-ops in the region.
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Chris Pasteur - has over 30 years’ experience in the water
and hydro industries. In 2014 Chris established Cairneyhill
Ltd, a consultancy service to the hydro industry, supporting
the entire hydro scheme lifecycle – feasibility, consenting,
construction and asset management. Cairneyhill Ltd has
been involved in the development and construction of 24MW
of hydro schemes in the UK, including the Rumbling Bridge
Community Hydro Scheme. Current projects under
construction include 2MW schemes in Aberdeenshire and
Wester Ross. Prior to establishing Cairneyhill Ltd, Chris
managed the delivery of RWE’s UK hydro development
programme and before that he worked for SSE on the asset
management and refurbishment of their 1300MW, 60 hydro
power station portfolios, and the development of the 100MW
Glendoe hydro scheme.

Lawrence Macleod - was born and brought up in Kinlochbervie
where he still lives with his young family. Lawrence began his
working life as an engineer in the Merchant Navy before moving
into offshore work, he has partly moved away from this and now
has a local business whilst also running a croft and the local
coastguard team. He views this project as a fantastic opportunity
for the future of the area whilst hopefully offsetting some of the
carbon emissions in the area and also hopefully encouraging
others to support the renewable energy sector.

Annette Heslop MBE, Company Secretary - has worked for
Energy4All since it was formed in 2002 and became Finance and
Administration Director shortly after. She is responsible for the
professional management and administration of all the Energy4All
family of co-ops. Her role includes financial control, project
costing, projections, banking and treasury. She is also a director
of High Winds Community Energy Society. In Spring 2018
Annette was awarded an MBE for services to community energy.

KCEL – Directors and Company Secretary
Lawrence Macleod - representing HCES

Hector Murdoch MacPherson (Murdo) representing KCC has
been a resident of Kinlochbervie for 28 years. He taught
Geography and History at Kinlochbervie High School from 1996
until his retirement four years ago. He is a Director of the North
West Highland UNESCO Geopark and a member of the
Kinlochbervie Community Council. He was also an active member
of Assynt Mountain Rescue Team for 18 years. He is a strong
supporter of renewable energy and views this project as a
valuable contribution to promoting sustainable economic
development in the local community.
Jim Lee - representing Energy4All

Company Secretary Margaret Meek has lived in Kinlochbervie
for 25 years. She is the Secretary of the Kinlochbervie
Community Company (local community development group).
She is also a member of the Kinlochbervie Community Council
and the Chair of the North West Training Centre which delivers
adult education courses locally. Margaret has a B.A. (Hons) in
Geography and an M.A. in Community and Regional Planning.
She believes that this project embodies the principles of
renewable energy whilst supporting the local community
economically and creating minimal environmental impact.

Energy4All – Key Personnel

Energy4All employs an expert staff of twenty-two. Those
members of staff who will be principally engaged in supporting
HCES will be Paul Phare (who has managed the construction of
two hydro schemes for Energy4All), Annette Heslop and Jim
Lee. Annette Heslop is also a Director of Energy4All.

Shares in HCES for those connected with
the Offer

Directors, staff and consultants of HCES and Energy4All and
their immediate families have taken up 31,100 Shares in HCES,
on the same terms as the public. Directors, staff and consultants
of KCEL, HCES and Energy4All intend to take up 17,500 K
Shares, on the same terms as the public.
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Disclosure statement

Neither Energy4All and its officers nor the officers of HCES or
KCEL have, for at least the past five years, received any
convictions (for any fraudulent offence or otherwise) or been
involved in any bankruptcies, receiverships or insolvent
liquidations or received any public recrimination or sanction by a
statutory or regulatory authority or designated professional body
or been disqualified from any function by any court.

Statement of Conflicts of Interests and
Related Party Transactions

Paul Phare, Annette Heslop and Jim Lee are employed by and
remunerated by Energy4All, which is providing development and
management services to HCES and KCEL.
Directors in the employment of Energy4All shall not participate,
be counted in the quorum or vote on any consideration of the
terms of any agreement between HCES and Energy4All or
between KCEL and Energy4All or on the quality of their
performance as Directors or in relation to any actual or potential
dispute between HCES or KCEL and Energy4All. The Directors
are not aware of any other actual or potential conflicts of
interest.

Remuneration statement

Directors shall not be paid a fee for their service on the Board.
The Directors are acting as Directors because they are
committed to the success of the HCES’s or KCEL’s business,
the ethos they represent, the ability of a community to make a
difference by their own actions and the environmental and
community returns the business delivers.
There are no pension schemes or share option schemes and,
except for the reimbursement of properly incurred expenses,
there are no other benefits for Directors, nor are any intended.

Board Practices

Directors serve in accordance with the Rules. There are no
service contracts for either Directors or the Secretary. As the K
Shares will not be listed, HCES is not obliged to comply with the
Combined Code on Corporate Governance. In view of its size, it
would be impractical for an attempt to comply with the
Combined Code to be made. As a Society, HCES complies with
the registration requirements of the FCA.

Adoption of principles

As a Society, HCES will, whilst trading as a commercial
organisation, strive to promote the International Co-operative
Values and Principles: self-help and self-responsibility;
democracy and equality; honesty and openness; social
responsibility; autonomy and independence; member economic
participation; opportunities for education; and concern for
community.

Major Shareholders

There are currently no major shareholders in HCES and in the
context of a Society such a concept is of limited significance.
There is a principle of one vote per member whatever a
member’s holding and a limit of 100,000 shares (including both
K Shares and other shares) for individuals and for organisations
except other Societies. No individual, organisation or groups of
individuals or organisations has control, given the one member,
one vote governing principle.
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Project
Documentation
Constitutional Document - Rules

HCES – Management Services and Loan
administration agreement

Material Contracts

HECO Construction Contract

A summary of the material agreements in relation to the
Kinlochbervie Project is set out below.

Shareholders’ Agreement

The Kinlochbervie hydro project will be owned by KCEL,
which is owned equally by HCES, Energy4All and KCC.
Those three shareholders in KCEL have entered into a
Shareholders’ Agreement regulating the management and
operation of KCEL including that it will operate as far as
possible in accordance with the Financial Projections and
other information in this Share Offer.

KCEL Loan

The construction and other costs of KCEL are funded by a
Loan from HCES. Interest of £24,000 is paid on the Loan
during construction (a rate of approximately 6.5% for the
anticipated construction period). Interest at a rate of 5% is
paid post Commissioning. The Loan is repayable over 20
years. KCEL may if it chooses and has sufficient cash to
do so, repay capital on the Loan early. These payments of
interest and capital enable HCES to cover the costs of the
investment in KCEL, and to pay interest and repay the
capital on the K Shares. Repayment of K Share Capital is
intended to mirror as far as is prudent and possible the
repayment of the Loan by KCEL.

Energy4All – Development Services Agreement

Under the development services agreement with HCES,
Energy4All will be paid a fee of £30,000, for its work on the
Share Offer to date and until Commissioning in relation to
the Kinlochbervie Site and for its work supporting the
Boards of HCES and KCEL during the fundraising and
construction process.

Energy4All – Management Services Agreement

Under the agreement between KCEL and Energy4All,
Energy4All will be paid a fee of 8% of the revenue of KCEL
to manage and administer KCEL and its hydro project and
also to provide the management and administration
required by HCES in relation to the Loan and the K Shares.
No additional fee will be payable by HCES to Energy4 All
for this work. The contract is for 20 years from
Commissioning.

HCES is paid a fee by KCEL equal to 50% of the net surplus
arising as a result of income at Kinlochbervie exceeding the
P90 projection (used in the Financial Projections in this Offer)
in any financial year. This arrangement is intended to
provide a reserve in case some years do not achieve the
expected results or there are unexpected costs. Any
amounts not required for these purposes is intended to be
applied to community benefit for Kinlochbervie.

The construction contract for Kinlochbervie is an NEC3
short contract awarded to HECO by KCEL. It is a turnkey
contract to design and build the works in accordance with a
detailed specification and works programme. The start date
is 5 February 2021 with completion due by 14 December
2021. HECO has previously built and commissioned five
other hydro Sites in which HCES has taken an interest.
Lease
1 KCEL has entered into a lease with the owners of
the Rhiconich Estate to acquire the property rights
needed to construct and operate the hydro scheme.
2 The lease takes effect from 1 February 2021 and
lasts for a period of 41 years.
3 KCEL is entitled to terminate the lease at the 21st
anniversary of the date of entry if KCEL considers
the scheme is no longer viable.
4. The rent is to be split 50:50 between the crofters
and the landowners.

HECO – Operations & Maintenance Agreements

KCEL has a contract under different terms from the other
HCES Sites. HECO will provide annual servicing and
day-to-day remote management, however as is often the
case with projects of this nature, local volunteers will attend
the Site. Their role will be to ensure intake screens are
clean and they will be trained to perform manual re-starts
and general maintenance.

Grid Connection Agreement, CAR Licence,
Feed in Tariff

The grid connection agreements allowing connection to the
distribution network and export of electricity, and Feed in
Tariff to collect subsidies were arranged by HECO and have
been transferred to KCEL. An application has been made
to transfer the CAR Licence to abstract water from the river
from HECO to KCEL.

Energy Prospects Loan

Energy Prospects has agreed to lend KCEL up to £100,000
to fund its VAT liabilities pending receipt of VAT input tax
and up to £125,000 to fund installation costs prior to receipt
of the KCEL Loan, the timing of which depends on the
receipt of the proceeds from the first Phase of this Share
Offer. Energy Prospects has also agreed to provide KCEL
with the Euro equivalent of £120,000 (required to purchase
the turbine) at a set exchange rate to eliminate exchange
rate movement risks on that sum.

RENEWABLE ENERGY – A BRIGHTER, GREENER FUTURE

HCES is a social enterprise owned by its members and run
for the benefit of the community. Members elect Directors
and each member has one vote in a members’ meeting
regardless of the number of Shares held. Members are
protected by limited liability and are only obliged to
contribute the initial cost of their shares. As a Society,
HCES is governed by Rules, which are approved by,
registered with and regulated by the FCA. A copy of the
Rules is available on the HCES web Site at www.hces.coop

Information on
the Offer
Working Capital Statement

Assuming the Offer is successful, HCES has no need for
additional working capital as it has no employees and few fixed
costs.

•
•
•
•
•
•

Reasons for the Offer and Use of Proceeds

This Offer is being made to:
make a contribution to generating renewable energy
and promoting energy efficiency;

raise the capital required to repay existing loans and
finance the construction of the Kinlochbervie Project;
cover the Offer Costs and the Development Costs;
provide funding for local community projects;

draw as many Members as possible from the local
community;

provide Social, Community and Environmental Benefits.

HCES’s business is to reduce carbon dioxide emissions
through operating renewable energy generation and through
community initiatives. HCES is an ethical organisation and a
social enterprise. It seeks to pay a sufficient return to attract
and retain capital, but is motivated by broader community
objectives.

K Shares

A maximum of £707,000 K Shares of £1 are offered at par
under the terms of this Offer. K Shares are payable in full on
acceptance of an Application on the Terms and Conditions.
The K Shares, which will not be traded on a stock exchange,
have been created under the Co-operative and Community
Benefit Societies Act 2014.

Successful Applicants will receive share statements or
certificates and their details and holdings will be recorded in a
share register to be kept by Energy4All, on behalf of HCES, at
Unit 26, Trinity Enterprise Centre, Furness Business Park,
Barrow-in-Furness, LA14 2PN or any successor business
address. Each person or organisation issued with K Shares
becomes a HCES Member with the membership rights set out
in the Rules.

•
•

The principal rights are:

•

one vote per holding on resolutions of the members,
including in relation to the appointment of Directors;

the right to the return of the original subscription during
the life of the Kinlochbervie Project, subject to available
surplus assets and any new business of HCES, as
determined by the Directors; and
as a member, eligibility for election to the Board.
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Interest on K Share Capital

The Directors intend to pay interest on the balance of each
Member’s account at rates necessary to attract and retain
sufficient capital for HCES’s business purposes, in accordance
with the Projections in this Offer.

Redemption of K Shares

Members do not have the right to withdraw K Share Capital but
the Board has the power to permit K Shares to be withdrawn
or to redeem K Shares. If there is sufficient cash accumulated
in HCES for the purposes of the business, including any
proposed new projects, it is expected to begin a programme of
repaying Members’ K Shares to start in May 2024. K Shares
will be redeemed in proportion to Members’ shareholdings at
the par value of £1.

Taxation of share interest to members

Interest paid on K Shares to HCES Members may be subject
to United Kingdom taxation. It is expected that payments will
be made gross, without deduction of tax, to UK residents
under present rules.

Complaints

Any complaints about this Offer or about the K Shares should
be sent to the Chair of HCES at Unit 26, Trinity Enterprise
Centre, Furness Business Park, Barrow-in-Furness, LA14 2PN.

Shares for children and gifting your K Shares in
your will

Parents and grandparents can buy K Shares in HCES now for
their children and grandchildren or can apply on their own
behalf now with a view to gifting their K Shares to their children
and grandchildren. K Shares can be inherited in accordance
with any instructions you set out in your will. K Shares
purchased on behalf of a child nominee will be held in the name
of the Applicant until the child reaches the age of 16, at this
point the shares will be redeemed and reissued. Share Interest
in respect of the K Shares will be paid direct to the child.
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Te r m s & C o n d i t i o n s
of the Offer
The Offer is open to anyone, over 16 years of age, who
meets the membership requirements of the Rules. Rule 13
Membership states that:

“The Board may at its discretion admit to membership any
individual, corporate body or nominee of an unincorporated
body, firm or partnership who supports the objects of the
Society and who has paid or agreed to pay any subscription
or other sum due in respect of membership for the time being
in force”.

Minimum and maximum holdings

The minimum number of K Shares which can be applied for
is 250 (100 for residents within the IV27 4* postcode area)
and the maximum number in aggregate under both Phases of
this Offer is 10,000. The overall limit for total holdings of
shares and K Shares in HCES is 100,000 (save for other
Societies).

•

Application procedure

•
•
•
•

Anyone interested in responding to this Offer is strongly
advised to consider taking appropriate independent
financial and other advice in relation to the Terms &
Conditions of this Share Offer.
K Shares shall be applied for using either the online
application form or the printed application form starting
on Page 31 following the Guidance Notes on Page 29
By delivering an Application Form, an Applicant Offers
to subscribe, on the Terms and Conditions, for the
number of K Shares specified, or such lesser number
as may be accepted.

You are advised to read the Rules of HCES from
www.hces.coop or contact HCES to receive a paper
copy in the post. If you receive K Shares you agree to
automatic membership of HCES and to be bound by its
Rules.
Once an Application has been made it cannot be
withdrawn.
Location of Kinlochbervie Hydro

The Offer timetable
2021

5 Feb

Phase 1 Offer Period opens

19 Mar

Monies returned on
unsuccessful or scaled down
Applications

5 Mar

20 Mar
31 May

Phase 1 Offer Period ends
unless closed early

Offer results published and K
Share certificates or statements
issued
End of financial year

Summer

Phase 2 Offer Period opens

Sept/Oct

Annual General Meeting

TBC

2022

30 May
31 May

Phase 2 Offer period ends

First payment of interest on K
Share Capital to Members for K
Shares issued under this Offer
End of financial year Sept/Oct
Annual General Meeting

Extension or Reduction of Offer Period

The Directors reserve the right to extend the Offer Period
at their discretion (although the current intention is that
the Offer Period for this Phase 1 of the Offer will not be
extended beyond 5 March 2021).

Consequences if the Offer does not raise
£707,000

If this Offer does not raise the required amount for the
Kinlochbervie Site, HCES will consider appropriate steps
including extending the Offer, KCEL seeking further loan
finance or not taking up the Kinlochbervie Project. If
ultimately there is insufficient cash to pay for the Project,
any excess will be returned to Applicants. However, the
amounts raised in the first Phase will not be returnable if
for any reason the Project does not proceed, as they will
have been spent on the Project.

RENEWABLE ENERGY – A BRIGHTER, GREENER FUTURE

Eligibility

Commitments and confirmations by Applicants

•
•
•

Each Applicant, on submission of an Application Form, confirms
that he/she/they:
Is committed to the objects of HCES;

•
•

meets the eligibility criteria;

is not (unless it is a Society) making multiple applications
for more than 10,000 K Shares (or more than 100,000
shares in HCES inclusive of the K Shares applied for in
total);
is not relying on any information or representation in
relation to the K Shares, HCES, or the Project which is
not included in this Offer Document; and

shall provide all additional information and documentation
requested by HCES in connection with their Application,
including in connection with taxation,
anti-money-laundering or other regulations.

Any person signing an Application Form on behalf of another
person undertakes they are authorised to do so.

•

Procedures on receipt by HCES of Applications

•
•
•
•
•
•

Offer cheques/bankers’ drafts may be presented following
receipt and may be rejected if they do not clear on first
presentation.
Surplus Application Monies may be retained pending
clearance of successful Applicants’ cheques.

Applications may be rejected in whole, or in part, or be
scaled down, without reasons being given.

Application Monies in respect of any rejected or
scaled-down Applications shall be returned direct through
the banking system via BACS to the account number on
the Application Form no later than one month after the
end of the Offer Period.
No interest is payable on submitted Application Monies
which become returnable.
Applications on incomplete or inaccurate Application
Forms may be accepted as if complete and accurate.

HCES reserves the right not to enter into correspondence
with Applicants pending the issue of share statements or
the return of Application Monies.

The results of the Offer will be published on the website
www.hces.coop within 6 weeks after the Offer has been closed.
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Plan of distribution and allotment

This Offer Document is the only public Offering in respect of
the K Shares.
Phase 1 of the Offer will be closed on 5 March 2021.

If the Offer is oversubscribed, the Directors shall, in their
discretion, determine the appropriate allocation which may
include giving Applicants local to the Site priority. Applications
may be scaled down.

Multiple Applications will be admitted providing that they do not
result in a Member (other than a Society) holding more than
10,000 K Shares from this Offer or more than 100,000 shares
in HCES in total.
Welcoming letters and share statements will be issued to
successful Applicants.

Governing Law

The Terms and Conditions of the Offer are subject to
English law.

Third Party Information and documents
available for inspection

General information sourced from third parties in this Offer
Document, in particular Energy4All, has been accurately
reproduced and as far as the Directors are aware and are able
to ascertain from available information, no facts have been
omitted which would render the reproduced information
inaccurate or misleading.
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Glossary
Allt Dearg

Allt Laghain (Laggan)

Annual General Meeting
Application

Application Form

Project or Site at Glen Moriston, Inverness, IV63 6YN

Project or Site at Glensgaich, Bottacks, Dingwall, IV14 9AE

Project or Site at South Laggan Forest Entrance, Spean Bridge, Invergarry, PH34 4EA

The annual general meeting of HCES held in accordance with its Rules
An application for K Shares on the Terms and Conditions

The form to this Offer Document on Page 31 and the Guidance Notes on Page 29

Applicant

An applicant for K Shares through submission of an Application Form

Board

The Board of Directors of HCES

Commissioning

This is the point in time when a Commissioning Engineer certifies that the installed equipment
is operating according to its design and has been fully tested under all operating conditions

Application Monies
Baywind
CAR

CARES

Community benefit

Development Costs
Directors

Energy4All

Energy Prospects
FCA

Feed in Tariff or FiT

Feed in Tariff Accreditation
Feorline Burn

Financial Projections
Financial Year

FIT Export Rate
HCES

HECO
Hydro Plant

Hydro Turbine

K Share Capital

K Shares

The total gross sum realised by this Offer

Baywind Energy Co-operative Ltd (registered industrial and provident society number
28354R), founder and part-owner of Energy4All, registered address Unit 26, Trinity Enterprise
Centre, Furness Business Park, Barrow-in-Furness, Cumbria, LA14 2PN

Controlled Activities Regulation certificate issued by the Scottish Environment Protection Agency
The Community and Renewable Energy Scheme which provides independent and ongoing
support for all aspects of community energy project development, administered by Local
Energy Scotland

Payments to be made by HCES from allocated income for the benefit of the local communities
thereby helping HCES to deliver its objectives
The costs of developing the Sites

The directors of HCES

Energy4All Limited (registered company number 4545379 and registered office at Unit 26
Trinity Enterprise Centre, Furness Business Park, Barrow-in-Furness, LA14 2PN), a non-profit
distributing company established by Baywind to promote, advise and manage
community-related renewable energy projects in the UK
Energy Prospects Co-operative Limited (registered number 30879R) whose registered
address is at Unit 26 Trinity Enterprise Centre, Furness Business Park, Barrow-in-Furness,
Cumbria LA14 2PN, a co-operative whose mission is to support and develop co-operative
community energy
The Financial Conduct Authority

A government programme designed to promote the uptake of a range of small-scale and
larger scale renewable and low-carbon electricity generation technologies.

The date when a Site has been successfully commissioned and the Feed in Tariff rate has
been accredited by Ofgem
Project or Site at Strathlachlan Forest, Cairndow, Scotland, PA27 8DB

The financial projections comprising the projected income and expenditure and returns to
Members of HCES for the twenty years ending 2041 including the assumptions on which they
are based, as set out on page 17
A financial year of HCES which at the date of this Offer is a year ending on 31 May

A payment guaranteed by the Government (linked to RPI) granted to renewable generators for
the electricity they export to the grid
The Highland Community Energy Society Limited (registered society number 7771), a Society
for the Benefit of the Community formed to take up the community stake offered in up to six
new hydro projects in the Highlands of Scotland. Registered address: 64 Rederech Crescent,
Hamilton, Lanarkshire, ML3 8QE
Highland Eco-Design Ltd (registered company number: SC353940 and registered office at
Burnside, Cloan, Auchterarder, Perthshire, PH3 1PP Incorporated in 2009, member of the
British Hydropower Association and Scottish Renewables

All of the construction works including the Hydro Turbines required to generate electricity at
the Sites

A turbine that harnesses the energy of flowing water to produce electricity for distribution into
the public electricity network or private wire
Members’ K Shares in HCES

Ordinary K Shares issued as a result of this Share Offer

RENEWABLE ENERGY – A BRIGHTER, GREENER FUTURE

Achlain

Kinlochbervie
KCC

KCEL
kW

kWh

Lease

Littleton Burn
Loan

Loan Notes

Maximum Capital Sum
Members
MW

MWh Megawatt hour
Offer or Share Offer
Offer Costs

Offer Document
Offer Period

Project or Site at Easan Garbh, Rhiconich, Scotland, IV27 4RL

The Kinlochbervie Community Company incorporated in 2008 and registered with Companies
House (Reg. No. SC347082). The Company is also a charity with Scottish Charity Number
SC043794.
Kinlochbervie Community Energy Limited (Registered Number 7839, registered address 64
Rederech Crescent, Hamilton, ML3 8QE)
Kilowatt, a unit that measures power and is equal to 1 thousand watts

A unit that measures energy and is equal to the energy produced by a generating device of 1 kW
power capacity when operating at full power output continuously for the period of one hour
A lease of land required for the Sites in the Project

Project or Site at Inchmagrannachan, Dunkeld, Scotland, PH8 0JS

The loan from HCES to KCEL to fund the construction, development and working capital of KCEL
The SPVs have issued loan notes to raise capital for building and installing the Hydro Plants

£275,000 in the first Phase of this Offer, £432,000 in the second Phase of this Offer, making
£707,000 in total which is the maximum amount HCES is currently seeking to raise for the Project
through the two Phases of this Share Offer
Members of HCES

Megawatt, a unit that measures power and is equal to 1 million watts

A unit that measures energy and is equal to the energy that can provide the power of 1 MW for the
period of one hour
The Offer of K Shares in HCES contained in this Offer Document

The expenses incurred by or on behalf of HCES in issuing this Offer Document and managing
the Offer
This formal financial promotion document setting out the Offer

The period for which the Offer will remain open in two Phases (including any extension) as set out in
the timetable on Page 25

Operations and Management An agreement between the SPVs or KCEL and HECO for the operation and management of the
Sites Agreement or O&M Contract

Operator

The company that is operating the hydro scheme. This will be KCEL for the first 20 years of operation

P90

P90 production means that there is a 90% chance that in any given year production will be at least at
that level.

Phase

A Phase of this Share Offer

Pelton Turbine

Power Purchase Agreement
Project(s)

Risk Factors
Rules

Secretary

Services Agreement

Shareholders’ Agreement
Site(s)

Society
SPV

Stake or community Stake
Summary

Terms and Conditions
Turgo turbine
VAT
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An impulse water turbine which extracts energy from the impulse of moving water on the turbine’s
paddles.
(PPA), or electricity power agreement, is a contract between two parties, one which generates
electricity and one which is looking to purchase electricity (the buyer). The PPA defines all of the
commercial terms for the sale of electricity.
An individual hydro project at one of the Sites, or a number of hydro projects at the Sites

The risk factors in relation to a subscription in K Shares which are set out at Pages 9 and 10

The Rules of HCES, a copy of which may be viewed at www.hces.coop

The secretary of HCES, who has the responsibilities set out in the Rules
The services agreement between HCES and Energy4All

The agreement between KCEL and HCES setting out the terms on which KCEL is to be managed
An individual Site on which Hydro Turbines are being constructed or are operational

A registered society for the benefit of the community or a bona-fide co-operative society formed
under the Co-operative and Community Benefit Societies Act 2014 and its predecessors

A Special Purpose Vehicle limited company which holds one of the existing individual Sites on which
a Hydro Turbine has been constructed.
An interest consisting of both share capital and Loan Notes in a SPV
The summary of this Offer Document set out on pages 4 to 7

The terms and conditions of the Offer contained in this Offer Document pages 25 and 26

Is a modified Pelton turbine designed to handle a greater volume of water than a Pelton of the same
diameter. It has advantages over the Pelton turbine in certain applications.
Value Added Tax
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Guidance Notes

For completion of Application Form for K Shares in HCES

The Offer is open to individuals, Societies and other
organisations who support the aims of HCES. It is only
possible to purchase K Shares in HCES by completing the
Application Form either online or the printed version on Page
31. These notes are designed to help you complete the
Application Form. Before completing the Application Form
you should consider taking appropriate financial and other
advice, particularly in relation to any aspect of the Offer
Document which is not clear to you.

•
•
•

Your attention is particularly drawn to:

•

The Social, Community and Environmental Benefits of
HCES described on Page 12.
The Risk Factors on Pages 9 and 10 which describe
risks relating to the K Shares.

The specific Terms and Conditions of the Offer set out
on Pages 25-26 because by completing the Application
Form you will make an irrevocable promise to take up
K Shares, which may be accepted by HCES.
The Rules of HCES (a copy of which is available to
view at www.hces.coop or can be obtained by post)
because in buying shares you will become a Member
of HCES and bound by these Rules.

K Shares:

The price of each K Share is £1. You should decide how
many K Shares you want to buy and put that number in the
box. The minimum number is 250 (£100 for Residents within
the IV27 4* postcode area). The maximum number in
aggregate under both Phases of this Offer is 10,000 (except
for subscriptions by other Societies).

Please indicate on the Application Form how many K shares
you wish to subscribe for in the second Phase of this Offer.
Annual interest payments on K Share Capital will be based
on the number of K Shares you hold, but you will only have
one vote, regardless of the number of K Shares or other
HCES shares you hold.

Application:

The number of K Shares you apply for will not necessarily be
the number of K Shares you will receive. If the Offer is
oversubscribed your application may be scaled down, or
even rejected in its entirety. However you will have the
opportunity to invest in Phase 2 of the Offer.

Declaration:

In submitting the Application Form, as an individual, you are
personally making an irrevocable and enforceable promise to
take up K Shares in HCES. If you are applying on behalf of
an organisation or on behalf of another adult individual, you
are personally representing that you have been expressly
authorised to do so.
Non-UK residents must take responsibility for ensuring that
there are no laws or regulations in their own country of
residence that would prevent them from investing in or
receiving income from a UK Society.

Under applicable anti-money laundering regulations, you may
be required to produce satisfactory evidence of your identity
and it is a condition of the Offer that you do so as requested.

Payment:

Please pay direct through the banking system into the
HCES’s bank account. Please quote your surname and date
of birth as a reference and pay to Account Number:
27784456 Sort Code: 40-51-62. Alternatively, attach a
cheque or banker’s draft, drawn on a UK bank or building
society, for the exact amount shown in the box under
‘Amount to subscribe’. If there is a discrepancy between the
two, or if the cheque is not honoured on presentation, your
Application Form may be rejected without further
communication.

Optional:

Personal details:

It will help with the launch of other renewable energy social
enterprises if we can identify the most effective means of
communicating with potential Members. We would be
grateful, therefore, if you would indicate on the Application
Form how you first heard of HCES, if you are not already a
Member of an existing Energy4All related enterprise.

For legal reasons children cannot become Members. If you
wish to acquire K Shares as a trustee or nominee on behalf
of a child you may need to take advice on any tax
implications, and please note that the maximum of 10,000
includes any K Shares purchased as a nominee for a child.
K Shares issued in these circumstances can be redeemed
and re-issued to the child when he or she becomes 16 and
the Board will endeavour to assist with that intention where
requested. If you do wish to take the K Shares as a nominee
or trustee of a child, please indicate that intention as shown.

As a Member, you will receive various communications
throughout the year. It will help to reduce paperwork (and
carbon dioxide emissions) if we contact you by email. Please
provide your email address on the Application Form. Your
details will only be used by HCES and Energy4All Ltd (if you
opt in to receive information from Energy4All) and will not be
passed on to other organisations. You can view our privacy
policy at www.hces.coop. If you subscribe for K Shares and
are unsuccessful you can request to have your data deleted
from our database by contacting info@hces.coop.

You may apply as an individual, or if you are properly
authorised, on behalf of a Society or other organisation.

Communications and Privacy Policy

Thank you for considering taking part in
The Highland Community Energy Society
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Applying for K Shares
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•
•
•
•
•

Important: before completing this Application Form you must:

Read the accompanying Share Offer of Highland Community Hydro Society Limited (“Highland CES”)
(the “Offer Document”);
Pay special attention to the Social, Community and Environmental Benefits set out on Page 12 of the
Offer Document;
Pay special attention to the Risk Factors set out on Pages 9 and 10 of the Offer Document;

Consider whether you need to take financial advice or other advice in relation to the Terms and Conditions
of the Offer contained in the Offer Document; and
Read the Rules of Highland CES from www.hces.coop (the “Rules)

Declaration (if applicable, also on behalf of an applicant organisation)

•

I confirm my understanding that:

•
•
•
•
•
•
•

and when accepted by HCES, this Application forms a contract subject to the law of England on
the Terms and Conditions of the Offer Document;

an Applicant who/which is not UK resident is responsible for ensuring that this Application complies with
any laws or regulations applicable outside the UK to which he/she/it is subject; and

if the Offer is oversubscribed, it is possible that an otherwise eligible Application will not be accepted in
part or in whole.

I confirm that:

•

I have read the Offer Document, including the Social, Community and Environmental Benefits, Risk
Factors and the Guidance Notes to this Application Form;

I support the aims and objectives of Highland CES as set out in the Offer Document;
I am over 16 and the Applicant meets the Offer eligibility criteria;

Highland CES is hereby authorised to make such enquiries as are deemed necessary to confirm the
eligibility of this Application;

the Applicant is not (unless a Society) making an application or multiple applications for a total of more
than 10,000 K Shares or 100,000 shares in HCES in total

the Applicant is not relying on any information or representation in relation to the Shares, Highland CES or
the Site which is not included in the Offer Document;

the Applicant shall provide all additional information and documentation requested by Highland CES in
connection with this Application, including in connection with anti-money-laundering, taxation or other

regulations applicable to Highland CES; and HCES with the assistance of Energy4All will perform identity

checks on applicants using a secure third-party provider as part of their anti-money laundering, prevention
of fraud and customer due diligence checks.

if submitting this Application on behalf of any person/organisation I am doing so with express authority.

RENEWABLE ENERGY – A BRIGHTER, GREENER FUTURE

•
•

this Application may be withdrawn if a supplementary Offer Document is issued, but not otherwise, and, if

Online Application
Due to requests from members we have added an online form
for applying for K Shares.
If you would like to apply for K Shares online please complete
the form here:
https://hces.coop/kinlochbervie-application

The site uses HTTPS data encryption to prevent your data being read during
transit.
Once you have completed your application you will need to transfer your
money via BACS through your bank.
Please pay to The Highland Community Energy Society
Sort Code: 40-51-62 Account Number: 27784456

Note: All electronic payments must include a reference when arranging your payment.
Please use applicant surname & date of birth.

We hope you find this process easier.

Please Note:

“

“

During the current
Covid-19 crisis it would be
preferable for Applicants to
make a BACS payment
rather than sending
cheques due to
government restrictions
and possible postal issues.

Thank you for considering an investment in
Highland Community Energy Society Ltd

Offer Application

O F F I C E U S E O N LY :
URN:
B AT C H :
INITIAL:

The Highland Community Energy Society Registered No.7771
P L E A S E U S E C A P I TA L S A N D B L A C K I N K

Amount to invest

I apply to be a member of and wish to invest a total amount of £
in The Highland Community Energy Society Limited on the Terms
and Conditions of the Offer Document dated 5 February 2021 at the price of £1 per K Share. You must invest at least £250 (£100 for Residents within the IV27 4**
postcode districts) but not more than £10,000.

Individual Applicant details
Title (Mr/Mrs/Ms/other):
Address:

Forenames:

Town:

Surname:
County:

Post code:

Date of Birth:

Email:

Telephone:

Mobile:

If Applicant is nominee for a child
Child’s name:

Child’s date of birth:

Child’s address (if different from above):

Payment Details

Post code:

During the current Covid-19 crisis it would be preferable for Applicants to make a BACS payment rather than sending
cheques due to government restrictions and possible postal issues.

I have paid by bank electronic transfer/Bacs to ‘Highland Community Energy Society Ltd’
Please pay to Sort Code: 40-51-62 Account Number: 27784456
Date payment made:
All electronic payments must include a reference when arranging your payment. Please use applicant surname & date of birth.

I enclose a cheque or banker’s draft crossed A/c Payee to the value indicated above, payable to ‘The Highland Community Energy Society Ltd’
I understand that the cheque supporting this application will be presented for payment following receipt and I warrant that it will be paid on first presentation.

Signature

Note: If paying by BACS signature not required.
Day-time Telephone No. (for any enquiries in relation to this Application):

Date:

Send your completed Application Form by email to: info@HCES.coop .If paying by Cheque, post to:

The Highland Community Energy Society Ltd, Unit 26, Trinity Enterprise Centre, Furness Business Park, Barrow in Furness, Cumbria, LA14 2PN

Annual Share Interest Payments

The Highland Community Energy Society Ltd pays share interest due by electronic transfer via BACS. To receive your share interest please provide the following details:

Bank Account No:

Sort Code:

Name on account:

We would be grateful if you would inform us how you first heard of this Share Offer:
Energy4All

Social Media

Word of Mouth
I intend subscribing for

Local Press

Leaflet/ Poster

Existing HCES Member

Other/

Please specify

K Shares in the second Phase of this Offer. *Completing this section does not legally bind you to making this future purchase.

Opt-in to Energy4All

If you would like HCES to share your contact details with Energy4All in order to receive information about its work, investment opportunities, projects
and Energy4All’s Newsletter, please tick this box:

*You can stop receiving information from Energy4All at any time by emailing info@energy4all.co.uk Your personal information will be processed securely, strictly in line with
data protection laws and in line with Energy4All’s Privacy Notice which can be read here www.energy4all.co.uk/privacy-policy

Notices by email and documents on our website - To help reduce paper costs (and CO2 emissions), The Highland Community Energy Society and Energy4All would like to send you notices and

information by email and refer you (by email) to documents posted on the The Highland Community Society and Energy4All website. By signing this form you are consenting to receiving such notices by email
and accessing documents through the website.

R E N E W A B L E
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–
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THE HIGHLAND COMMUNITY ENERGY SOCIETY

THE HIGHLAND COMMUNITY ENERGY SOCIETY LTD

ADMINISTRATION ADDRESS: UNIT 26 TRINITY ENTERPRISE CENTRE, FURNESS BUSINESS PARK, BARROW-IN-FURNESS, LA14 2PN

TEL: 01229 821028 EMAIL: INFO@HCES.COOP WEBSITE: WWW.HCES.COOP
REGISTERED ADDRESS: 64 REDERECH CRESCENT, HAMILTON, LANARKSHIRE, ML3 8QE

