Islay Community Wind Project: visualisation of turbine at site, near Castlehill, Isle of Islay

IMPORTANT INFORMATION
The content of this Offer Document has not been approved by an authorised person within the
meaning of the Financial Services and Markets Act 2000. Reliance on this Offer Document for the
purposes of engaging in any investment activity may expose an individual to a significant risk of
losing all of the property or other assets invested.
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1 Executive Summary
This document is an invitation to purchase shares in the Islay Energy Community Benefit
Society (IECBS) which will own the Islay Community Wind Project near Castlehill, Isle of
Islay. The Wind Project will generate revenues to be used for the benefit of local
communities as well providing returns to shareholders, and will also yield environmental
and carbon saving benefits.


The Islay Energy Community Benefit Society (IECBS) wishes to raise up to £750,000 from the
sale of shares to fund the purchase, installation and operation of its 330kW wind turbine
near Castlehill, Isle of Islay (the ‘Project’), which received planning consent on 19th June 2013



Profits from electricity generated by the turbine and the associated feed-in tariff (FiT),
conservatively estimated to be £60-80,000 p.a., will be paid to the Islay Energy Trust (IET) to
be managed and distributed for community benefit in accordance with its charitable
objectives



Based on the information presented in this Offer Document, and subject to the conditions
and assumptions detailed more fully below, we consider that it may be reasonable to
anticipate payment of interest to investors at a level of 4-5% p.a., subject to IECBS Board
approval



One class of £1 shares is on offer: Withdrawable shares, which can normally be withdrawn at
any time provided sufficient funds are available and the viability of the Project is not
impacted



It is intended that subscribers to the first £150,000 (the statutory limit) of Withdrawable
shares applied for should qualify for Seed Enterprise Investment Scheme (SEIS) exemption,
which enables shareholders who are taxpayers to claim income tax relief of 50% on their
investment; all other shares should qualify for Enterprise Investment Scheme (EIS)
exemption for which there is 30% tax relief; in both cases shares must be held for a
minimum period of 3 years



The minimum shareholding is £200 (i.e. 200 £1 shares). The maximum shareholding for
Withdrawable shares is £20,000. Each shareholder has one vote, irrespective of the amount
invested



Carbon dioxide emission savings are expected to be around 600 tonnes p.a.

This document, produced by IECBS, provides more details about the Project, what it means to be a
shareholder and thus a member of IECBS, and the process for applying to purchase shares. It also
outlines the risks associated with holding shares in IECBS.
Whilst our objective is that there will be a reasonable return on investment, purchase of shares in
IECBS should be seen principally as a social rather than a commercial investment, and one which
enables profits to be generated to benefit local communities. Payment of interest to investors is
not guaranteed nor is the return of any capital invested.
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2

Islay Community Wind Project - Description

The Project proposals have been developed by IET, but the final investment decision will be the
responsibility of IECBS, which will become the contracting party for the Project.

2.1 Background
2.1.1 Climate Change
The world’s climate is changing partly as a result of human activities, including use of fossil fuels and
the emission of carbon dioxide into the atmosphere. Most governments have accepted that steps
must be taken to mitigate climate change, and many local, national and international initiatives,
including the generation of electricity from renewable resources such as sun, wind, waves, tidal and
hydro, have been introduced to reduce emissions of carbon dioxide and other gases.

2.1.2 Scottish Government Renewable Targets
The Scottish Government has set a target whereby total electricity consumption in Scotland should
be matched by the quantity of electricity generated from renewable resources by 2020. In addition,
it wishes to see 500MW from local/community renewable energy projects, and has expressed strong
support for community-owned projects. The Scottish Parliament has unanimously passed an allparty resolution supporting the development of the renewable energy industry.

2.1.3 Community Ownership
Community ownership of wind turbines in Scotland, for example on the islands of Gigha, Tiree and
Westray, has demonstrated that significant revenues can be generated for local communities. In
general, wind turbine projects funded by a combination of equity and bank loans have yielded
returns to investors in the range 6-10% p.a. For the proposed IECBS Project, returns will be split
between investors and the community benefit fund - see Section 3 below.

2.2 Islay Community Wind Project
2.2.1 Islay Energy Trust (IET) Investigations into Potential Sites on Islay
After extensive investigations into potential wind turbine sites, IET identified a location near
Castlehill in 2010 (see map on page 6). The landowner, Scottish Natural Heritage (SNH), agreed to a
feasibility study, and Highlands and Islands Airports Limited (HIAL), owner of nearby Islay Airport,
stated that it would not object to a planning application. Planning consent was granted by Argyll and
Bute Council on the 19th June 2013.

2.2.2 Wind Resource & Selected Turbine
A metmast was erected at the proposed location in July 2012. After one year’s operation, average
wind speed recorded is over 8.4 m/s, and turbulence levels are well within acceptable limits. The
selected turbine is the world renowned 330kW Enercon E33, for which a contract for supply,
installation and commissioning has been signed. The total height - ground to blade tip - is 61 metres.
The capacity factor is estimated to be at least 39%, a conservative figure for the west coast of
Scotland.
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2.2.3 Development Work
No significant issues were revealed by studies completed during the development phase, including:
 Visual Impact Assessment - completed by Land Use Consultants in May 2013
 12 months bird survey requested by SNH, completed on 31 March 2013
 Geo-technical Survey - completed by Greencat Renewables in March 2012
 Transport and Access Survey - completed by Collets in December 2012

2.3 Grid Connection
The capacity of the electricity grid on Islay is severely constrained. The connection agreement signed
in July 2013 with Scottish Hydro Electric Power Distribution (SHEPD) provided for a 50kW connection
in December 2014 and then the full 330kW connection once all transmission constraints had been
removed, estimated by SHEPD to be early in 2016. However, a new agreement has been reached
with SHEPD in January 2014 which will allow 330kW of export from 31st October 2014, subject to
possible curtailment in the event that the ScottishPower Renewables (SPR) Sound of Islay Tidal
Project requires its full capacity of 10MW prior to the completion of the transmission constraints.
SPR has stated that the Tidal Project is unlikely to require any capacity before December 2015 and
that the target date for commissioning is 31st October 2016. The Directors of IECBS consider that
there is a low risk of such curtailment, but the duration is unlikely to be more than 3 months in early
2016.
The costs of the grid connection comprise £180,000 as a contribution towards the costs of
reinforcing the grid crossing of the Crinan Canal and £44,000 connection costs. (For funding options
see Section 3.2).

2.4 Community Consultation and Support
From a survey at the Islay Show on 9th August 2011, 92% of respondents supported the project.
Recent, local consultation in support of the Big Lottery application (see Section 3.2 below) has
indicated strong support for the project.

2.5 Lease Agreement and Local Access Agreement
The site location is on land owned by SNH. Diageo have a tenancy agreement with SNH which
includes the right to extract peat for use at the Port Ellen Maltings. Diageo has formally confirmed
that it has no objection to the proposed wind turbine project. A lease with SNH has been agreed,
and will be signed at financial closure. Additionally, an access agreement has been agreed with
Laggan Estate, which will also be signed at financial closure.

2.6 Operating Agreement between IECBS and IET
An operating services agreement is being negotiated between IECBS and IET to enable IET to provide
management and operating services to the Project.

2.7 Power Purchase and Sales Agreement (PPA)
Quotations from SMARTEST Energy and Good Energy have been received for the purchase of power
generated by the turbine, and are being considered (see Section 3.3.1 below). The full power
purchase agreement (PPA) is still to be agreed.
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2.8 Environmental Benefits
It is estimated that electricity generated by the Enercon E33 turbine is equivalent to the electricity
consumed by around 300 homes. Carbon savings are expected to amount to around 600 tonnes p.a.

2.9 Advisers
IET and IECBS have been advised by:
Technical Advisers:

Dr. Colin Anderson
Fiona MacGillivray, Bird surveys
Felix Wight and Iona McDonald, Community Energy Scotland
Malcolm Younger, Land Agent

Solicitors:

Wright, Johnson and Mackenzie
Burness Paull

Accountants:

Scott-Moncrieff

Community Benefit Society:

Dave Hollings, Co-operative Mutual Solutions
Co-operative Enterprise Hub
Co-operative Development Scotland

2.10 Schedule of Forthcoming Activities (estimated dates)
Action
Launch of IECBS Share Offer
Close of Share Offer
Confirmation of Turbine Purchase
Installation & Commissioning

Date
14 January 2014
31 March 2014
14 March 2014
Late 2014*

(* Subject to turbine delivery and grid connection - see Section 5.8.1)
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3 Financial Information and Funding Strategy
3.1 Total Project Cost
The table below shows the estimated total cost of the Project, and the funders.
Table 1: Estimated Total Project Cost
Item
Cost (£)
Development work: feasibility 197,158
studies, surveys, metmast, grid
deposit,
turbine
deposit,
technical advice, planning fees,
project management
Grid upgrade & connection
214,000

Supply,
installation
and
835,219
commissioning turbine, costs of
share offer and contingency
Total
1,246,377
Notes:
1.
2.
3.
4.
5.
6.
7.
8.

Funded by
CCF1 grant - £82,876
HIE2 - £16,828
IET3 - £28,021
CARES4 loan - £69,433
Big Lottery grant5 - £180,000
IECBS6 shares or CARES4 loan
- £34,000
IECBS6 shares
REIF7 loan
SIS8 loan

CCF - Scottish Government’s Climate Challenge Fund
HIE - Highlands and Islands Enterprise
IET - Islay Energy Trust
CARES - Scottish Government’s Community And Renewable Energy Scheme - loan
approved £107,000 (to be repaid on financial close, interest 10% p.a.)
Big Lottery Growing Community Assets, Stage 2 application submitted.
IECBS invitation to raise up to £750,000 through share offer
REIF - Scottish Government’s Renewable Energy Investment Fund. A formal
application has been submitted to REIF to apply for up to £900k, over 10 years
SIS - Social Investment Scotland - has been approached and has indicated it could
invest up to £250k, over 10 years.

3.2 Funding Strategy






The total cost of the project is £1.25m
For the grid upgrade costs, the Big Lottery was approached for a grant amounting to £180,000;
stage 2 of the application process is underway, and the result will be known during January
2014. If unsuccessful, the Directors have approached other funders
The Scottish Government’s Renewable Energy Investment Fund (REIF) has been approached for
a 10-year loan of up to £900,000
Social Investment Scotland (SIS) has indicated it would consider lending the project up to
£250,000, over 10 years
The IECBS share offer objective is to raise up to £750,000 through the sale of Withdrawable
shares
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If more than £750,000 is raised, surplus funds will be used as described in Section 5.5 below
All monies raised will be held in a holding account and drawn down as required. In the event
that a decision not to proceed is made, all monies raised will be returned in full, but without
interest, to the parties concerned

3.3 Financial Forecasts
Conservative estimates have been used in arriving at the results given below.

3.3.1 Revenue



The amount of electricity produced by the wind turbine is expected to average 1,041MWh p.a.
The revenue received by IECBS from the Project will come from the sale of electricity (4.65
p/kWh quoted by SMARTEST Energy), and FiT payments for electricity generated (18.04 p/kWh,
2013/14 figure) both inflated by the Retail Price Index (RPI) annually and paid quarterly for the
next twenty years

3.3.2 Expenditure






Operating expenses which include for example annual maintenance and insurance
Depreciation period is 20 years, and is equivalent to the capital repayment fund set aside to
cover share withdrawal, share repayment at the end of the project, and/or re-investment
Rent with SNH: estimated at 6% of gross revenues
CARES loan is £107,000: covers costs of development, project management, proportion of grid
connection; is repayable at financial close of Project; written off if the Project does not proceed
Interest paid to shareholders is assumed to be 4% p.a.

3.3.3 Results







The financial forecasts shown in Table 2 below assume that £750,000 is raised by the share offer
and a 1 December 2014 start-up
Table 3 shows the impact on the community fund in the event that less than £750,000 is raised
Internal rate of return (20 years) for the Project is 25%; payback period is 7 years
Details of the financial flows between IECBS, IET and shareholders are contained at Annex F
If the Lottery application for £180,000 is unsuccessful and a loan is required, the project remains
profitable but the annual community benefit fund payments could be reduced by up to £40,000
p.a.

The Table below illustrates the projected income, costs and community dividend assuming £750,000
raised through IECBS and £180,000 from the Big Lottery (BL).
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Table 2: Projected Income and Costs, assuming IECBS £750,000, BL £180,000
(£)

2014

2015

2016

2017

2018

2014-2034

Gross revenue

19,666

235,995

240,721

246,739

252,907

5,667,187

Operating expenses

-10,214

-68,568

-69,827

-71,187

-72,582

-1,765,437

Loan interest
Shareholder interest

-16,912
0

-14,379
-30,000

-13,156
-30,000

-11,831
-30,000

-10,396
-30,000

-101,733
-570,000

Net profit

-7,460

123,048

127,739

133,721

139,929

3,230,017

0
0

-39,474
-14,738

-39,474
-15,961

-39,474
-17,286

-39,474
-18,720

-750,000
-186,504

-7,460

68,837

72,304

76,961

81,735

2,293,513

Share
repayment
fund
Loan repayment
Community Fund

The Table below illustrates the projected income, costs and community dividend assuming £300,000
raised through IECBS and £180,000 from the Big Lottery.
Table 3: Projected Income and Costs, assuming IECBS £300,000, BL £180,000
(£)

2015

2016

2017

2018

19,666

235,995

240,721

246,739

252,907

5,667,187

Operating expenses

-10,214

-68,568

-69,827

-71,187

-72,582

-1,765,437

Loan interest
Shareholder interest

-28,330
0

-45,976
-12,000

-41,753
-12,000

-37,180
-12,000

-32,228
-12,000

-258,145
-228,000

Net profit

-18,877

109,451

117,141

126,371

136,098

3,415,605

0
0

-15,789
-50,874

-15,789
-55,097

-15,789
-59,670

-15,789
-64,622

-300,000
-619,465

-18,877

42,788

46,255

50,912

55,686

2,496,140

Gross revenue

Share
repayment
fund
Loan repayment
Community Fund

2014
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4 Islay Energy Community Benefit Society (IECBS)
4.1 What is a community benefit society?
A community benefit society, or ‘Bencom’ as it is sometimes known, is registered under the
Industrial and Provident Societies Acts 1965-2002. Its main purpose is to conduct business for the
benefit of the community. It is similar to a co-operative, the main difference being that a Bencom
benefits the wider community, whereas a co-op gives priority to the benefit of its members. The
main features are:
 Bencoms are governed by their rules and operate within the framework laid down by the
Industrial and Provident Societies Acts, with directors, an annual general meeting and
regular accounts. The directors, elected by members, are legally responsible for running the
society in the interests of the local community
 Maximum investment for Withdrawable shares is £20,000
 Each shareholder member (or investor - the terms are interchangeable) only has one vote
irrespective of the value of his/her investment; shareholders may be paid interest at a rate
“necessary to obtain and retain enough capital to run the business”
 Offers of Withdrawable shares in Societies for the Benefit of the Community are exempt
from the requirements for an approved prospectus set out in section 85(1) of the Financial
Services and Markets Act 2000, as the shares are not classed as a controlled or specified
investment under the Act. This means the cost of the share issue is minimised
 A Bencom can adopt an ‘asset lock’, which means that, in the event of dissolution or winding
up, any assets (after repayment of Withdrawable shares) must be used for the benefit of the
community or distributed to another society with similar aims, rather than shared amongst
its members

4.2 Governance of IECBS
The Islay Energy Community Benefit Society (IECBS), with its registered office at Custom House,
Bowmore, Isle of Islay, PA43 7JJ, has been registered with the Financial Conduct Agency as a
community benefit society (No. 2776RS) as defined by the Co-operatives and Community Benefit
Societies Act 2003.
The Founder Members of IECBS (biographies are shown at Annex A) will act as Directors until the
first annual general meeting (AGM), which is expected to be held shortly after the closure of the
share offer. Thereafter, the Directors will retire by rotation and elections will be held at each AGM.
The Board will comprise up to 10 Directors, of whom one-third will be appointed by IET, and up to 7
elected by IECBS members, with the ability to co-opt a further 2 Directors. The Directors, who will
not be paid, will oversee the long-term strategic management of IECBS, and there will be
opportunities at each AGM for all shareholders to discuss future plans and developments.
Other features:
 Each shareholder has one vote, irrespective of the sum invested; shareholders can be
individuals or organisations, e.g. companies with Islay connections
 Accounts will be independently examined by an accountant; they are submitted to the FCA
once a year, and are open to public inspection.
 The interest rate paid to shareholders (members) will be determined each year by the
Board. It is expected that IECBS may be able to pay 4-5%
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4.3 Community Benefit Funds
IECBS will pay sums annually to IET under the terms of a Deed of Covenant. The amounts payable
will be calculated from IECBS profits, i.e. revenues less operating and administrative costs, rent,
contribution to shareholder repayment fund, loan interest and repayments, interest to shareholders
and tax. The amount paid to IET is deductible from any IECBS corporation tax liability, and is
expected to be £60-80,000 p.a.
IET itself is a charitable company, governed by its own members, with a Board of Directors, elected
by members. Its overall aim is to develop renewable energy projects for the benefit of the
community whilst reducing Islay’s carbon footprint. IET’s charitable objectives can be summarized
as follows: to promote the voluntary sector; to advance environmental protection by promoting
more efficient use of resources; to advance education in relation to energy matters; to relieve
unemployment; to prevent or relieve fuel poverty; and to promote, support and/or operate other
projects and activities which further charitable purposes for the benefit of the community.
A ‘Needs Analysis’ in support of IET’s application to the Big Lottery for £180,000 to cover grid
upgrade costs was conducted by SKS across the Islay, Jura and Colonsay communities. Its key
findings were that the three priority areas for funding are:


Energy efficiency and relief from fuel poverty; supporting local businesses (community not
for profit businesses a priority); and older people



Strong support for IET receiving a proportion of the turbine income to continue the
development of renewable energy projects for the benefit of the community



Significant support for the development of a Community Endowment Fund, which would
invest in local economic projects, particularly in the renewable energy sector

To support these priorities, three funding streams are proposed:
1.

Community Investment Fund, offering large-scale investment in community owned operations
which will generate further income
2. Small Grants Fund, directed towards community organisations which meet the needs identified
in the community consultation
3. Energy Fund for improving home energy efficiency and relief of fuel poverty, which will offer
support for vulnerable clients in accessing government grants and schemes as well as offering
grants and emergency payments to eligible applicants

Although the allocation of funds for community benefit will be the responsibility of IET, its Board will
take account of recommendations made by an independently appointed Grant Advisory Panel (GAP).
Procedures and processes for the distribution of funds, including applications and decision criteria,
are currently under discussion.
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5 IECBS Share Offer and Risks
5.1 Who can invest?
Membership of IECBS is open to individuals and corporate bodies (whether private sector, third
sector or public sector). A share application form can be found at the end of this offer document.

5.2 Share Classes
IECBS has decided to offer one class of shares, allowing a maximum investment of £20,000, per
person or organisation:
Withdrawable - which may be withdrawn, subject to the consent of the Board and in accordance
with the Rules of IECBS and applicable law; minimum investment £200; applications to be for sums
in multiples of £50; maximum investment £20,000 (husband and wife or partners may each invest up
to £20,000). Shares qualifying for SEIS and EIS exemption must be held for a minimum of 3 years.
The Board of IECBS will endeavour to ensure that this Share Offer qualifies for EIS and SEIS tax relief.
Advanced Assurance of Eligibility has been obtained from HMRC. However, the Directors are not in a
position to absolutely guarantee eligibility. Investors should take their own advice as to whether
they are eligible for EIS or SEIS tax relief.
It is intended that the first £150,000 of Withdrawable Shares applied for will be eligible for SEIS
exemption, and that the remaining Withdrawable shares will be eligible for EIS exemption. To take
advantage of this exemption, you have to be a taxpayer.
All applications are subject to the terms set out in the Rules of IECBS. A copy of these Rules can be
viewed at IET’s office, or downloaded from the IECBS website.

5.3 Membership and Voting Rights
Each shareholder becomes a member of IECBS, and is entitled to one vote on formal resolutions
(and election of Directors) at General Meetings, irrespective of the amount invested.

5.4 Minimum Level of Applications and Return of Funds
For this offer, IECBS is issuing up to 750,000 shares of £1 each. Minimum investment is £200. In the
event of a shortfall in raising the capital required from this share offer, the Directors will endeavour
to fill the gap with commercial loans. For example, the Scottish Government’s Renewable Energy
Investment Fund (REIF) has indicated it can be used to fill a gap in funding, and an application for a
loan has been made (see Section 3.2 above).
All monies raised will be held in a holding account and drawn down as required. In the event that a
decision not to proceed is made, all monies raised will be returned in full, but without interest, to
the parties concerned.

5.5 Potential Surplus of Applications
The first £150,000 applied for under the SEIS exempt scheme will be allocated in order of date
applications are received. Thereafter, if applications are received in excess of the maximum
subscription under the Offer, the Directors will give priority to residents and/or property owners on
Islay, Jura and Colonsay, and to members of IET. Directors may also decide to issue more shares and
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use the surplus funds to repay any loans. Also, a waiting list may be established of investors to
replace those who may wish to leave the IECBS and withdraw their funds.
In due course, IECBS may issue further shares should further capital be required to fund other
renewable energy projects, but these would be managed separately from the funds for this Project.

5.6 What can an investor hope to receive from a shareholding in IECBS?
5.6.1 Interest
By law, the interest payable to shareholders in community benefit societies is limited to what is
“necessary to obtain and retain enough capital to run the business”. As soon as the Project is
generating revenues, IECBS aims to pay 4-5% p.a. interest on the balance of each member’s
shareholding, subject to financial performance in the previous year. However, IECBS cannot
guarantee any particular level of financial return. Specific risks are listed in Section 5.8 below,
entitled ‘Risks to Investors’ (pages 18-20).
At 4% interest, £1,000 worth of shares would attract £40 p.a. in interest. Over 20 years at 4%, a
£1,000 investment could therefore attract a total of £800 in interest payments, before tax.

5.6.2 Seed Enterprise Investment Scheme (SEIS) Exemption
It is intended that the first £150,000 shares of Withdrawable shares applied for will qualify for 50%
tax relief and other tax benefits under the Seed Enterprise Investment Scheme (SEIS). The Board of
IECBS will endeavour to ensure that this Share Offer qualifies for SEIS tax relief. Advanced Assurance
of Eligibility has been obtained from HMRC. However, the Directors are not in a position to
absolutely guarantee eligibility. Investors should take their own advice as to whether they are
eligible for EIS or SEIS tax relief.
Under SEIS rules, shareholders taking advantage of this exemption will only be entitled to withdraw
funds after the third year. There is no minimum investment level for SEIS tax relief, other than the
IECBS minimum of £200. To take advantage of this exemption, you have to be a taxpayer. More
details of SEIS are shown at Annex C.
SEIS example:
For each £1,000 subscribed, your tax liability is reduced by £500 in the year you subscribe; i.e. total
net cost of the share purchase would be £500. The investment would still attract annual interest
payments of £40, at 4% interest, thus giving an effective pre-tax return, in year one, of over 8%
p.a. (Note: interest is taxable). There are also significant capital gains and inheritance tax reliefs
available. www.hmrc.gov.uk/seedeis/

5.6.3 Enterprise Investment Scheme (EIS) Exemption
IECBS is proposing that, after the first £150,000 of share applications, all remaining shares
(Withdrawable) will qualify for 30% tax relief under the normal Enterprise Investment Scheme (EIS).
The Board of IECBS will endeavour to ensure that this Share Offer qualifies for EIS tax relief.
Advanced Assurance of Eligibility has been obtained from HMRC. However, the Directors are not in a
position to absolutely guarantee eligibility. Investors should take their own advice as to whether
they are eligible for EIS or SEIS tax relief.
Under EIS rules, shareholders taking advantage of this exemption will only be entitled to withdraw
funds after the third year. There is no minimum investment level for EIS tax relief, other than the
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IECBS minimum of £200. To take advantage of this exemption, you have to be a taxpayer. More
details of EIS are shown at Annex C.
EIS example:
For each £1,000 subscribed, your tax liability is reduced by £300 in the year you subscribe; i.e. total
net cost of the share purchase would be £700. The investment would still attract an annual
dividend of £40, assuming 4% interest, thus giving an effective pre-tax return of just under 6%, in
year one. (Note: interest is taxable). There are also significant capital gains and inheritance tax
reliefs available. www.hmrc.gov.uk/eis
Applications for tax relief are made by the investor to HMRC, not by IECBS. If necessary, investors
should seek professional advice. “The tax reliefs available under the EIS are of course not considered
to be avoidance of tax” (HMRC Guidelines).

5.6.4 Share Repayment
Holders of Withdrawable shares have the right to withdraw shares, subject to notice, Board
approval and availability of funds. In the long term, the intention is to redeem all Withdrawable
shares at the end of the Project, expected to be 20 years, at the original subscription price.
Inflation will reduce the value of the original investment over time.
IECBS will create a capital repayment fund which is expected to enable shareholders wishing to
withdraw funds to be able to do so. The financial forecast at Table 2 shows the provision which is
expected to be made for the repayment fund.
Note the 3-year restriction on withdrawing shares qualifying for SEIS and EIS exemption in Section
5.6.2/3 above (applies from the start of trading, not the date of subscription). Also, at the end of the
Project, the Board of IECBS may offer members the option to decide to re-invest funds in other
projects.
Return example:
£1,000 worth of shares subscribed for today, could yield interest payments totalling £800 over the
20-year life of the Project (assuming annual average interest rates of 4%). The intention is that the
holder of the Withdrawable shares will be able to withdraw the shares at any time, or at the end
of the Project, subject to Board approval.

5.6.5 Share Value
It is important to remember that investing in shares in IECBS is not like investing in shares in a
private company, where the value of shares can go up or down. With community benefit societies,
the actual share value will not increase. Any increase in value of the assets of IECBS will accrue to the
community. In addition, it should be noted that the rules of IECBS allow for the possibility that the
value of a member’s shares could be reduced if the liabilities of the IECBS plus the amount of its
issued share capital exceeds its assets, and you could lose the money that you have invested.

5.7 Shareholders and Community Benefit
Investment in community benefit societies is normally made for socially motivated or philanthropic
reasons, rather than solely personal wealth creation. Investors in IECBS will be enabling the
generation of funds that will be used to benefit the local community. The community benefit is
assured via IECBS’ Deed of Covenant, which requires profits to be paid to IET for distribution in
accordance with the latter’s charitable objectives. Notwithstanding, IECBS will be managed in such a
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way that investors can reasonably expect returns of 4-5% of the sum invested, subject to Board
approval.

5.8 The Risks to Investors
Those promoting investments in societies such as IECBS are obliged to carefully list all the potential
risks to investors. Risks can be separated into two main categories: those which are specific to this
investment and general investor risks.

5.8.1 Risks Specific to this Investment


Grid connection. The capacity of the electricity grid on Islay is severely constrained. The
connection agreement signed in July 2013 with Scottish Hydro Electric Power Distribution
(SHEPD) provided for a 50kW connection in December 2014 and then the full 330kW connection
once all transmission constraints had been removed, estimated by SHEPD to be early in 2016.
However, a new agreement has been reached with SHEPD in January 2014 which will allow
330kW of export from 31st October 2014, subject to possible curtailment in the event that the
ScottishPower Renewables (SPR) Sound of Islay Tidal Project requires its full capacity of 10MW
prior to the completion of the transmission constraints. SPR has stated that it is unlikely to
require any capacity before December 2015 and that the target date for commissioning the Tidal
Project is 31st October 2016. The Directors of IECBS consider that there is a risk of such
curtailment, but the duration is unlikely to be more than 3 months in early 2016.
The costs of the grid connection comprise £180,000 as a contribution towards the costs of
reinforcing the grid crossing of the Crinan Canal and £44,000 connection costs. (For funding
options, see Section 3.2.)



The risk of malfunction of the wind turbine system. Modern wind turbines are reliable, and
manufacturer warranties and guarantees and regular maintenance offer some protection. A
warranty package is under negotiation with Enercon (the turbine supplier), which can be found
on the IECBS website



New technology may render existing technologies obsolete. Such events need long lead times
and are unlikely to make existing projects redundant



Wind resource will vary from year to year. The metmast in place indicates average wind speeds
over 8.4 m/s. The assumption in the economic model is conservative at 7.7 m/s. Weather
patterns do change and there will be years where the wind resource is less than usual. However,
the reverse is also the case, and long-term weather variability may be more extreme



Electricity prices may fall. Most experts and commentators hold the view that electricity prices
are more likely to increase over the long term



Failure of the electricity network. Will be covered by insurance



This government, or any future government including any Scottish Government in the event of
independence, may change the terms of the FiT scheme as it applies to established wind
turbine installations. The FiT scheme is scheduled to operate for 20 years from the date of
registration, and FiT tariffs are index-linked (to RPI). The current government has promised that
it ‘will not act retrospectively’ and will not change the FiT tariff rates for systems already in
place. But this guarantee does not necessarily bind future governments over the next twenty
years. Although neither the government nor taxpayers directly pay the FiTs because they are
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funded by the utility companies (and eventually through the electricity bills of householders),
the government could possibly decide to cut the tariff rates paid on existing installations, but
there would be significant opposition from the renewables industry


IECBS may incur extra costs, thus reducing the income available for distribution to investors.
We have identified all currently anticipated costs and have made provision for these as set out in
this document. However, unforeseen additional costs may arise and this will reduce the amount
of distributable profits, and hence may impact both the returns to shareholders and the funds
available for community benefit



IECBS cannot buy shares from investors who want to sell them. A share repayment fund will be
established from the start of the Project



The financial forecasts set out in this Share Offer Document are not guaranteed. All financial
projections set out in this document are based on assumptions which IECBS consider reasonable,
but are subject to variation and are not guaranteed. As set out in this document, there are a
number of factors which could reduce the amount of energy produced by the turbine

5.8.2 General Investor Risks


Interest on share capital: Each year, the directors will recommend what interest rate should be
paid on share capital. The directors have discretion to recommend a lower than projected rate
of interest or a nil rate of interest. This recommendation will be voted on at annual general
meetings. Interest is paid gross and is taxable. It is your responsibility to declare these earnings
to HMRC. Interest will be credited to your nominated bank account



Change of tax treatment: The tax treatment of any investment will depend on the investor’s
individual circumstances and may be subject to change in future



Risk capital: Your investment is fully at risk. If the business fails, you may lose some, or all, of the
money you have invested. Before investing, you should read the risk factors section of this
prospectus



Withdrawable share capital: You can withdraw some or all of your investment, subject to the
rules of the society, which state the notice period for withdrawals. You cannot sell or transfer
your Withdrawable shares to another person. The directors have the right to refuse your
request for withdrawal at their sole discretion. A member may nominate any individual or
individuals to whom any of their shares in IECBS at the time of their death may be transferred



Share price: Withdrawable share capital is non-transferable, which means that the value of
shares is not subject to speculation. Shares remain at their paid-up value, unless the directors
decide to write-down the value of shares, in order to protect the financial stability of IECBS



Financial Conduct Authority (FCA): IECBS is not authorised by the FCA and this share offer is
exempt from the general restriction (in section 21 of the FSMA) on the promotion of invitations
or inducements to engage in investment activity. This Offer Document has not been approved
for the purposes of section 12 of the FSMA or otherwise authorised by the FCA. If the business
fails or you believe that the business has not acted appropriately, you have no right of complaint
to the Financial Ombudsman nor recourse to the Financial Services Compensation Scheme



Directors’ declaration: Due care has been taken in preparing the offer document, a process
which has been overseen by the directors. Information and opinions contained in this document
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have been drawn from various sources and are repeated in good faith and are fair, true and
accurate at the time of writing. The intention is to enable informed investment decisions to be
made. No guarantee, representation or warranty is made that any projected returns will be
achieved


Suitability: This Offer Document does not constitute investment advice. The investment offered
may not be suitable for all of the recipients of this document. Investors are accordingly advised
to consult an investment adviser authorised under the FSMA who specialises in investments of
this kind before making their decision



Disclaimer: This Offer Document is issued by IECBS. Neither IECBS nor any of its directors,
officers or employees give or offer any investment advice to potential investors in relation to the
application for investment in the company, nor as to whether such an investment is suitable or
appropriate for a potential investor. IECBS does not accept any liability for any loss howsoever
arising, directly or indirectly, from the issue of this Offer Document or its contents, nor from any
reliance placed upon them

5.9 Related Documents
The following documents can [or will be available to] be viewed at IET’s offices and on the IECBS
website:
 Rules of IECBS
 Registration letter for IECBS
 Planning consent documentation
 Power Purchase Agreement
 Lease Agreement with SNH
 Access Agreement with Laggan Estate
 Feasibility study and survey documents mentioned in Section 2
 HMRC letter giving assurance that IECBS will be eligible for SEIS and EIS exemption
 Contract with Enercon for supply of turbine
 Enercon Maintenance and Warranty Agreement
 Grid Connection Agreement
 Deed of Covenant between IECBS and IET
 Operating Services Agreement between IECBS and IET
 SKS’ Needs Analysis Report
 SKS’ Governance and Set up of Community Fund
 IET Memorandum and Articles of Association
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6 The Application Process
IECBS is offering to sell up to 750,000 new shares of £1 each in the society.
Minimum application is £200; maximum for Withdrawable shares is £20,000, in blocks of £50.
Applicants should complete and submit the attached application form by 31st March 2014.
Applications will be accepted strictly in order of receipt. This is particularly important, firstly to
distinguish those entitled to SEIS exemption (first £150,000 of shares applied for), and secondly in
the event that the offer is over-subscribed (see Section 5.5 above).
Only one application per person or body will be accepted and the application must be accompanied
by a cheque or postal order for the appropriate sum or notification of bank transfer.
Applicants will receive a receipt detailing the date that their application was received.
IECBS will hold your money in its bank account until the Directors consider all applications, which will
be after the offer closes. Share certificates will be sent to all successful applicants.
The Directors do not have to accept your application for shares. They may decide not to issue shares
to you or may allocate you fewer shares than you applied for. They do not have to give any reason
for their decision. Your application will be considered for approval at the first convenient Board of
Directors meeting after the closing date for the offer, and therefore you should not expect an
immediate response.
The Directors will return your money to you (within 28 days of the Board of Directors meeting at
which they consider your application) if they decide not to issue shares to you. If they decide to issue
fewer shares to you than you applied for, they will return the balance to you (within 28 days of that
Board of Directors meeting).
The company will not pay you interest on any money it returns to you.
SEIS and EIS certificates will be forwarded to those shareholders seeking the respective exemption.
Applicants should note the contents of Section 3.2 above:
‘All monies raised will be held in a holding account until a decision to proceed with the Project is
made. In the event that a decision not to proceed is made, all monies raised will be returned in full,
but without interest, to the parties concerned.’
And also Section 5.5 above:
‘The first £150,000 applied for under the SEIS exempt scheme will be allocated in order of date
applications are received. Thereafter, if applications are received in excess of the maximum
subscription under the Offer, the Directors will give priority to residents and/or property owners on
Islay, Jura and Colonsay, and to members of IET. Directors may also decide to issue more shares and
use the surplus funds to repay any loans. Also, a waiting list may be established of investors to
replace those who may wish to leave the IECBS and withdraw their funds.’
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6.1 Application Form for Shares Purchase
[SEE NEXT PAGE]
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For use by individual applicants

Application Form for the Purchase of Shares in Islay Energy Community Benefit
Society Limited
I wish to become a member of Islay Energy Community Benefit Society Limited in accordance with
the Rules of the Society and apply for:
Withdrawable shares to the value of:

£

For this offer the minimum shareholding is £200 and the maximum £20,000.
I wish to pay by (please tick appropriate box)

Bank Transfer

Bank Transfer
Please transfer to the following account:
IECBS Ltd A/c No 10018463 Sort Code 80-05-52
Please use applicants name as the reference
attached to the transfer.

Cheque/Postal Order
Please attach a cheque/postal order for the
amount shown, made payable to IECBS Ltd.

Cheque/PostalOrder

Name and address
First Name
Surname
Address

Town/City
Postcode
Telephone Number
E.mail
SEIS and EIS tax relief
HMRC has given IECBS advance assurance that its proposals satisfy the requirements of the scheme. The first
£150,000 invested will be eligible for SEIS, with the remaining eligible for EIS. This will be allocated on a first
come first served basis to applicants who have declared themselves eligible as UK taxpayers.
* De l e te a s a ppropri a te
I would*/would not* like my investment to be included in the initial £150,000 of shares. I
am*/am not* a UK taxpayer

Priority Application
If we raise more investment than we require, priority will be given to applications who live, or have
property on Islay, Jura and Colonsay, or who are members of Islay Energy Trust. * De l e te a s a ppropri a te
I do*/do not* live or have property on Islay, Jura or Colonsay.
I am*/am not* a member of Islay Energy Trust.

Agreement
I have read the Share Offer Document, including risk factors
I wish to become a member of Islay Energy Community Benefi t Society Limited
I agree to be bound by the Terms and Conditions of the Share Offer Document and Rules of Islay Energy Community Benefi t
Society Limited (see islayenergycbs.com)
I understand that the Directors of Islay Energy Community Benefi t Society Limited may reject my application, and are not
obliged to explain why.

Signed as a Deed
Signature
Name
Date
Please send your completed application form and cheque/postal order, if applicable, to Islay Energy
Community Benefit Society, First Floor, Custom House , Bowmore, Isle of Islay, PA43 7JJ.
Data protection and money laundering
The da ta provi de d by you on thi s form wi l l be s tore d wi thi n a compute ri s e d da ta ba s e . Thi s da ta wi l l be us e d for I s l a y
Ene rgy Communi ty Be ne fi t Soci e ty Li mi te d purpos e s a nd wi l l not be di s cl os e d to a ny thi rd pa rty. I t i s a condi ti on of the offe r
to e ns ure compl i a nce wi th the Mone y La unde ri ng Re gul a ti ons 2003, I s l a y Ene rgy Communi ty Be ne fi t Soci e ty Li mi te d ma y a t
i ts a bs ol ute di s cre ti on re qui re ve ri fi ca ti on of the i de nti ty of a ny pe rs on s e e ki ng to i nve s t.
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For use by corporate applicants (private, public or third sector)

Application Form for the Purchase of Shares in Islay Energy Community Benefit
Society Limited
We wish to become a member of Islay Energy Community Benefit Society Limited in accordance
with the Rules of the Society and apply for:
Withdrawable shares to the value of:

£

For this offer the minimum shareholding is £200 and the maximum £20,000.
We wish to pay by (please tick appropriate box)
Bank Transfer
Please transfer to the following account:
IECBS Ltd A/c No 10018463 Sort Code 80-05-52
Please use company/charity name as the
reference attached to the transfer.

Bank Transfer

Cheque/PostalOrder

Cheque/Postal Order
Please attach a cheque/postal order, for the
amount shown, made payable to IECBS Ltd.

Official name and address of corporate applicant.
Company/Charity Name
Address

Town/City
Postcode
Telephone Number
E.mail
Registered Number
Contact Name

Agreement
We agree to be bound by the Terms and Conditions included in the Share Offer Document and the Rules
of Islay Energy Community Benefit Society Limited, which can be viewed at the website
islayenergycbs.com
We understand that the Board of Directors of Islay Energy Community Benefit Society Limited may reject
our application and is not obliged to tell us why it has been rejected.
Signed as a Deed
Director/Trustee
Director/Secretary
For and on behalf of
Date
Please send your completed application form and cheque, if applicable, to Islay Energy Community Benefit
Society, First Floor, Custom House , Bowmore, Isle of Islay, PA43 7JJ.
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Annex A - Founding Members
Mr Ken Maclean
Ken McLean lives on Islay and works for NHS Highland. He has a degree in accountancy and has
worked as financial controller for several companies, including more than a decade of experience
managing a wholefood bakery cooperative; he was an active member of the Scottish Wholefood
Collective. He is a keen supporter of community ownership and control of green energy production
utilising local natural resources. Ken has been a member of IET since its inception and was IET’s
Treasurer for a period
Mrs Lindy MacLellan
Lindy MacLellan has worked for IET since 2009. She was initially responsible for delivery of the
Carbon Savings Project, which helped to deliver the Home Insulation Scheme on Islay, and is
currently Project Officer for the Islay Community Wind Turbine Project. Lindy’s previous work
experience has included roles with Scottish Natural Heritage, Islay Community Access Group and
Islay Natural History Trust.
Ms Jenni Minto
Jenni Minto moved to Islay two years ago. After she qualified as a Chartered Accountant, she
worked for BBC Scotland for 18 years in a variety of management roles supporting programme
makers in the budgeting and management of productions. She became the Business Executive
responsible for ensuring the efficient and effective management of Radio Scotland, Gaelic, Learning
and the BBC SSO. Jenni is the treasurer of Islay Energy Trust and works part-time in the Museum of
Islay Life.
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Annex B - Glossary
Asset lock: Prevents an organization being sold and the assets being distributed amongst its
members. Assets must be given to another asset-locked organization with similar objectives. This
provision can be adopted by a community benefit society.
Board or Board of Directors: Means all those persons appointed to perform the duties of directors
of IECBS working in an unpaid capacity.
Capacity Factor: The capacity factor or load factor of a wind turbine is the ratio of actual energy
produced in a given time, compare with its full potential. Over a year, the actual output of a wind
turbine will vary according to wind speeds. A typical turbine located on the west coast or islands of
Scotland is expected to produce between 35% and 45% of its theoretical maximum output over a
year. This is what is called the turbine’s capacity or load factor
CARES: The Community and Renewable Energy Scheme is the Scottish Government’s loan scheme
for local and community-owned renewable energy projects. For successful projects, loans are repaid
in full plus 10% interest at the commencement of the project. For projects not reaching financial
close, the loan is written off.
CCF: Climate Challenge Fund. A Scottish Government fund designed to help community
organizations reduce their carbon footprints.
Corporation Tax: IECBS will be liable for Corporation Tax on the profits it makes from its operations.
However, donations to charities are deductible from taxable profits.
Deed of Covenant: A deed of covenant is a legal document which records the obligation of one
individual to pay a specified sum to another for a specified number of years. The individual making
the payment deducts tax at the basic rate and thus pays a net amount on which tax relief is
obtained. If the recipient is a registered charity the payer can obtain tax relief up to his/her higher
rate whilst the charity can claim back the amount deducted. In other words, it is a tax-effective way
for individuals to give to charity.
Enterprise Investment Scheme (EIS): The Enterprise Investment Scheme offers tax rebates and
capital gains tax (CGT) and inheritance tax (IHT) reliefs to those investing in new shares in qualifying
small companies. Investors investing in these companies will receive a form (EIS 1) that can be filed
with HMRC, potentially reducing their tax bill by 30% of the value of their investment. IECBS has
received confirmation from HMRC that the shares of the community benefit society will be eligible
for EIS relief. There is a requirement that shares be held for a minimum of three years in order to
qualify for EIS exemption. For SEIS, see below.
FCA: Financial Conduct Authority (has replaced the FSA - Financial Services Authority - as the
financial conduct regulatory authority in the UK)
Feed-In Tariffs (FiT): Feed-In Tariffs are the government’s principal means of encouraging
investments in smaller scale renewable energy technologies such as wind turbine installations. The
owners of wind turbines receive payments for each kilowatt hour of electricity generated and this
payment increases by the rate of Retail Price Inflation (RPI) in April each year. The big electricity
companies are responsible for making the Feed-In Tariff payments to qualifying installations. The
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current Feed-In Tariff payable on 330kW wind turbines is 18.04p/kWh, and this is payable for twenty
years.
HIE: Highlands and Islands Enterprise
HMRC: Her Majesty’s Revenue and Customs
FSMA: Financial Services and Markets Act 2000
Grant Advisory Panel (GAP): Decisions on the distribution of grants from the community fund will be
made by an independent Grant Advisory Panel (to be appointed), which will receive and assess
applications, and give guidance to Islay Energy Trust which will manage the fund, and award the
grants.
Income tax: Personal income tax is paid by individuals on their income from salaries, self
employment and investment and savings income, and dividends.
Islay Community: The residents, property owners, businesses and other organisations on the Isles of
Islay, Jura and Colonsay.
Islay Community Wind Project (ICWP): The 330kW wind turbine near Castlehill, Isle of Islay and
associated equipment to be owned and operated by IECBS.
Islay Energy Community Benefit Society (IECBS): A community benefit society (No. 2776RS) set up
to carry on any business for the benefit of the community by developing and operating a renewable
energy project, or projects, on or in the seas around the Isle of Islay.
Islay Energy Trust (IET): The Islay Energy Trust is a charitable limited company, no. SC285020; and
OSCR charity no. SC037819. It is controlled by its members, who are residents or own property on
the Isles of Islay, Jura and Colonsay. IET’s objectives are to develop renewable energy projects for
the benefit of the local communities and to reduce the local carbon footprint.
Kilowatt (kW): A kilowatt is a unit of power, including electrical power. The wind turbine near
Castlehill will deliver 330kW of electricity at wind speeds above around 2 metres/sec (m/s).
Kilowatt hour (kWh): A kilowatt hour is a unit of energy. A kilowatt of power continuing for one
hour is equivalent to one kilowatt hour (1 kWh). At wind speeds above around 2 m/s, the wind
turbine near Castlehill will produce 330 kWh of energy.
Membership rights: When you purchase shares you become a member of the society. As a member,
you have the right to attend and vote at general meetings, elect directors, stand for election as a
director, and to inspect the share register of the society. All members have one vote, regardless of
how much they have invested.
PPA: Power Purchase and Sales Agreement
Renewable Energy Investment Fund (REIF): A multi-million pound renewable energy investment
fund (REIF), geared to stimulating greater levels of private finance into innovative green power and
renewable district heating projects in Scotland. Initial priorities for the REIF are wave and tidal
energy, community-owned renewables and renewable district heating, as well as other projects with
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a focus on innovative renewable energy technologies. The Fund is designed to complement existing
public and private sector finance schemes available in Scotland, providing bespoke investment deals
typically involving loans, loan guarantees and equity finance alongside co-investment partners. The
fund will be delivered by the Scottish Investment Bank on behalf of the Scottish Government and its
enterprise agencies.
Retail Price Inflation (RPI): The government has two main measures of inflation, Retail Price Inflation
and Consumer Price Inflation. The payments made to registered renewable energy sources, such as
wind turbine installations, go up in April each year by the rate of Retail Price Inflation as measured
by the RPI index.
Rules: The Rules of IECBS set out how the Society governs itself. They are recorded in a formal
document that is lodged with the Financial Conduct Authority.
Scottish Investment Bank (SIB): SIB is a division of Scottish Enterprise that provides investment
funds to support company growth in Scotland.
Seed Enterprise Investment Scheme (SEIS): The Seed Enterprise Investment Scheme offers tax
rebates and capital gains tax (CGT) and inheritance tax (IHT) reliefs to those investing in new shares
in qualifying small companies. Investors putting in £500 or more into these companies will receive a
form (EIS 1) that can be filed with HMRC, potentially reducing their tax bill by 50% of the value of
their investment. IECBS has received confirmation from HMRC that the shares of the community
benefit society will be eligible for SEIS relief. There is a requirement that shares be held for a
minimum of three years in order to qualify for SEIS exemption.
Shares: Shares will be £1 in value
SNH: Scottish Natural Heritage
SKS: SKS Scotland Community Interest Company, contracted by IET to carry out the ‘Community
Needs Analysis’
Social Investment Scotland: Social Investment Scotland (SIS) is a registered Charity and Social
Enterprise which provides business loans to Third Sector organisations. SIS aims to support the
creation and growth of charities, community organisations and social enterprises that have the
capability to make sustainable social impacts.
Withdrawable shares: Shares that can be withdrawn on request at the same value as they were
bought. They benefit from exemption to the rules governing share issues which makes them easier
to use and cheaper to administer. A period of notice is required before withdrawal, and the Board of
IECBS may decline to return money paid for Withdrawable shares or suspend withdrawal rights (for a
fixed period, or indefinitely). Withdrawable shares are not protected by the Financial Services
Compensation Scheme, and investors do not have access to the Financial Ombudsman Scheme.
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Annex C - Enterprise Investment Schemes - EIS AND SEIS
Enterprise Investment Scheme - EIS
Seed Enterprise Investment Scheme - SEIS
General
‘EIS is designed to help smaller higher-risk trading companies to raise finance by offering a range of
tax reliefs to investors who purchase shares in those companies ............. The tax reliefs available
under the EIS are of course not considered to be avoidance of tax.’ (HMRC Guidelines).
Income Tax and other reliefs are available to individuals who subscribe for qualifying shares in a
company which meets the SEIS and EIS requirements, and who have UK tax liability against which to
set the relief. Investors need not be UK residents.
The intention is that investors subscribing for shares in the first tranche of £150,000 to be raised
qualify for SEIS relief. Above that threshold, investors subscribing for shares will qualify for EIS relief.
Confirmation of Advance Assurance of these exemptions has been received from HMRC.

1. Enterprise Investment Scheme (EIS)
Benefits of EIS tax relief:
 30% income tax relief on the amount invested
 Capital gains tax deferral available for gains realised within three years before, or up to 12
months after investment
 100% relief from inheritance tax liability where EIS qualifying investments are held for more
than two years
 No tax payable on disposal
Income Tax Relief examples:
Example 1
Angela invests £2,000 in the tax year 2013-14 (6 April 2013 to 5 April 2014) in EIS qualifying shares.
The EIS relief available is £600 (£2,000 at 30%). Her tax liability for the year (before EIS relief) is
£1,500 which she can reduce to £900 as a result of her investment.
Example 2
James invests £2,000 in the tax year 2013-14 in EIS qualifying shares. The relief available is £600, as
above. His tax liability for the year (before EIS relief) is £450. James can reduce his tax bill to zero as
a result of his EIS investment, but loses the rest of the relief available.

2. Seed Enterprise Investment Scheme (SEIS)
Benefits of SEIS tax relief:
 50% income tax relief on amount invested
 Capital gains tax deferral available for gains realised within three years before, or up to 12
months after investment
 100% relief from inheritance tax liability where SEIS qualifying investments are held for more
than two years
 No tax payable on disposal
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Income Tax Relief examples:
Example 1
Angela invests £2,000 in the tax year 2013-14 (6 April 2013 to 5 April 2014) in SEIS qualifying shares.
The SEIS relief available is £1,000 (£2,000 at 50%). Her tax liability for the year (before SEIS relief) is
£1,500 which she can reduce to £500 as a result of her investment.
Example 2
James invests £2,000 in the tax year 2013-14 in SEIS qualifying shares. The relief available is £1,000,
as above. His tax liability for the year (before SEIS relief) is £750. James can reduce his tax bill to zero
as a result of his SEIS investment, but loses the rest of the relief available.
There is a 'carry-back' facility which allows all or part of the cost of shares acquired in one tax year to
be treated as though the shares had been acquired in the preceding tax year. The SEIS rate for that
earlier year is then applied to the shares, and relief given for the earlier year. This is subject to the
overriding limit for relief each year. Please note that there is no SEIS rate for a year earlier than
2012-13, so there is no scope for carrying relief back before that year.

3. How do I claim my tax relief?
You cannot claim tax relief until the company has sent in an application form (EIS1) which will be
issued four months after the company has started trading, or when 70% of the funds raised via SEIS
have been spent.
You can make a claim on your Self Assessment tax return for the tax year in which the shares were
issued. If you have an EIS3 / SEIS3 form for a year for which you have not yet received a tax return,
you can request a change to your PAYE tax code, or an adjustment to any Self Assessment payment
on account due. You will still have to make the claim itself on your tax return when you get it.
If the shares were issued in a year for which it is too late to make or amend a Self Assessment, or if
the claim is for capital gains re-investment relief, you must also complete the claim part of the claim
form and send it to your tax office.
You can claim relief up to five years after the 31 January following the tax years in which the
investment was made.
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Annex D - Disclaimer
This Offer Document is exempt from the general restriction (in section 21 of the Financial Services
and Markets Act 2000 (”FSMA”)) on the communication of invitations or inducements to engage in
investment activity as follows:
In relation to Withdrawable shares - on the grounds that the Offer Document is a communication
which falls within the exemption provided under Article 35 of the FSMA (Financial Promotion) Order
2005 (“FPO”) for certain communications made by industrial and provident societies.
The directors of Islay Energy Community Benefit Society Limited have taken all reasonable care to
ensure that the information contained in this Offer Document is accurate at the time of publication.
The information contained in this Offer Document has been prepared in good faith, but it has not
been independently verified and no guarantee is given as to its accuracy. This Offer Document is not
intended to constitute investment advice. Investors should be aware that any financial investment
involves a degree of risk and investors could lose all or a substantial amount of their investment.
Any forward-looking statements and financial projections or estimates are also included for
information purposes only and involve significant elements of subjective analysis and judgement.
No guarantee, representation or warranty, whether express or implied, is given that any of the
projections will be realised and no reliance should be placed on them.
IECBS does not accept any liability for any loss howsoever arising, directly or indirectly, from the
issue of this Offer Document or its contents, nor from any reliance placed upon them.
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Annex E - Islay Energy Trust
All the development work for the Islay Community Wind Project, to date has been carried out by
Islay Energy Trust (IET), and in future, i.e. up to and beyond commissioning, IET will continue to
provide operational services to the Project covering project delivery, administration and
maintenance. Details will be specified in an Operating Services Agreement between IECBS and IET.
IET Board of Directors
IET has a strong, active and diverse Board of Directors, all of whom are volunteers. The Board
includes Directors appointed by Jura and Colonsay who assist in keeping the local communities
informed of progress. Brief details of Board members are given below:
Philip Maxwell, IET Chairman, was Business Development Vice-President with Shell International Gas
and Power and Shell shareholder representative on the Board of Oman LNG LLC. During a 22-year
career, he also held senior executive roles in Shell’s oil, coal and renewables’ divisions.
Dr Malcolm Ogilvie, IET Vice-Chairman, is the project’s environmental adviser and has recently
retired from SNH’s Scientific Advisory Committee after 10 years on its West Areas Board. Malcolm is
an internationally renowned ornithologist.
George Dean, was Executive Director of Buhrmann NV responsible for the paper merchanting
division, and non-executive Director of an Australian subsidiary.
Stephen Harris is Deputy Head Teacher of Islay High School.
David Hobhouse, Appointed Director from Colonsay, is a farmer and Community Councillor.
Kirsten Laurie is the South Islay Development Officer.
Islay McEachern is a Director of McEachern Bros., and a Community Councillor.
Jenni Minto, IET Treasurer, is a qualified chartered accountant and was a Business Executive at BBC
Scotland.
Gus Newman is Managing Director of StormCats Ltd.
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Annex F - Islay Community Wind Project (ICWP) - Financial Flows
Islay Energy
Trust (IET)
Islay Energy
Community
Benefit Society
(IECBS)

Islay Community
Wind Project

Grant Advisory
Panel (GAP)

IECBS
Members

Community Benefit

CARES/REIF
Loans

Community Benefit to IET, for distribution to community
Annual interest to members
Capital + development expenditure funded by IECBS equity and CARES/REIF loans
CARES and REIF loan repayments & interest
Community benefit distributed by IET, on recommendation from GAP
Net profit from electricity sales + FiT (Feed-in Tariff), less costs
Operating Service Agreement (OSA) between IET and IECBS
Notes
 IECBS raises money from share offer to pay wind turbine capital costs; owns wind turbine
 REIF loan covers shortfall, if any, between IECBS equity and total project cost
 IECBS pays fees to IET for Project OSA (e.g. turbine operations monitoring), and fund
administration
 IECBS pays annual interest to shareholders (members)
 IECBS pays profits (after dividend, loan repayment and loan interest) as ‘gift-aid’ to IET
 GAP - panel elected/selected; independent of IET; assesses applications and recommends
to IET Board distribution of funds for community benefit
 IET (charity) distributes community benefit after recommendations from GAP
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Annex G - Thank you to …

Fiona MacGillivray, Bird Survey
Dr. Colin Anderson, Technical Advisor
Malcolm Younger, Land Agent
Daniel Roy, IECBS Logo Designer
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Annex H - Useful Contacts
Islay Energy Community Benefit Society
Custom House
Bowmore
Isle of Islay
PA43 7JJ
Phone: 01496 301413
E.mail: info@islayenergycbs.co.uk
Website: www.islayenergycbs.com
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