Share Offer Document

Malvern Community Energy
Co-operative Limited

Share Offer Document

March 2014

1

Malvern Community Energy Co-op Limited

2

Directors’ Letter
Dear Potential Co-op Members,
Malvern Community Energy Co-operative is a unique opportunity for local people
to own part of a 25 kilowatt solar photo-voltaic array on the roof of Malvern Cube.
You are invited to become a member of the co-op, which has been set up by members
of Transition Malvern Hills to build on our achievements to date reducing energy
consumption and carbon emissions in our community. The co-op will sell electricity
at a discounted rate to Malvern Youth and Community Trust, who run the Cube.
Excess will be sold to the grid at a higher rate.We invite subscriptions for between
250 and 10,000 shares priced at £1 each. You will receive a fair return on your
subscription – projected at 3% - along with tax benefits for eligible taxpayers that
could potentially more than double this figure.We also invite donations, which will
allow Malvern Cube to purchase its own shares and benefit from financial returns as
well as reduced running costs. This may be of interest to those who would like to
contribute but who cannot spare the funds for a full subscription.We hope this will
be the first of many solar installations in Malvern but as these projects take time to
develop, we are keen to proceed with the Cube now and make the most of the sun’s
rays over the summer.This Share Offer Document is designed to give you the
information you need to decide if you would like to help us make this happen. If any
of your questions are not answered here, please contact one of the directors and we
will be delighted to help. We hope you do decide to join us and become a member
of Malvern Community Energy Co-operative.
The Directors

March 2014

Declaration
Each of the Directors of Malvern Community Energy Co-operative whose names
are set out below hereby declare that having taken all reasonable care to ensure
that such is the case, the information contained in this Offer Document is to the
best of his knowledge, in accordance with the facts and contains no omission likely
to affect its import.
Sue Edmonds

John Raine

Brian Harper

Robin Coates

David Armitage

Ian Caldwell

Julian Roskams
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Summary of Offer
Summary of Offer to acquire shares in Malvern Community Energy Co-operative
Ltd (‘the Co-op’)

1.

Introduction

The purpose of this share offer is to raise sufficient funds to pay for the installation of
a 25kWp solar array.This is to be installed on Malvern Cube (a youth and community
centre run by Malvern Youth and Community Trust)
The Co-op aims to be generating electricity by the summer of 2014.

2.

Important Information

This document has been prepared on behalf of the Directors of the Malvern
Community Energy Co-op, who are responsible for its contents. Full details of the
terms of the Offer and how to subscribe are set out in this document.Technical and
other words and phrases are defined and explained in the Glossary. This summary
should be read as an introduction only and any decision to subscribe should be made
on the basis of the document as a whole.

3.

The Project

The project’s purpose is to generate electricity from the solar resource available and
to reduce the reliance of the Malvern Hills area on fossil-fuel-derived electricity.
Electricity generated by the array will supply the Cube, with any excess being fed
directly into the local electricity network. It is estimated that the project will displace
the equivalent of 190 tonnes of CO2 over the 20 year life of the project.
The Co-op will generate revenue from the sale of electricity and receive income
from the Feed in Tariff (FiT). A projected annual surplus over expenses will enable the
Co-op to pay interest payments to members and support Malvern Youth and
Community Trust by providing low cost electricity.

4.

The Offer

This Offer Document seeks to raise funds by the issue of Offer Shares at £1, payable
in full on application.
This share offer is designed to be eligible for Seed Enterprise Investment Scheme tax
relief (SEIS). The Co-op will apply for this and subject to approval, will provide the
necessary information so that members who are eligible taxpayers should obtain a
50% tax rebate on the value of their investment. This can be claimed against tax
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owed in the financial year in which the shares are issued or retrospectively, against the
tax payer’s previous year’s tax bill. Current tax legislation has enabled similar community
renewables schemes to qualify for SEIS. However, neither the Co-op’s nor the Members’
eligibility for SEIS tax relief can be guaranteed.
The Share Offer will be opened for applications from 10th March 2014. The closing
date is 9th May 2014 but the offer period may be extended by the Directors.
Those applying for membership should regard these Shares as a long-term investment.
They may subscribe for a minimum of 250 and a maximum of 10,000 offer shares at
their £1 par value.
Returns to Members are calculated according to projected income and expenditure
during the life of the Installation using the assumptions stated in the Offer Document.
The projected rate of return over the expected life of the Project equates to an
internal rate of return (IRR) of 3% over a 20 year project period. Any benefit of tax
relief is in addition to this and with SEIS tax relief of 50% increases the IRR to 8.7%
Shares in a co-operative cannot be traded on a recognised stock exchange and are
not transferable. Members may apply to withdraw shares after the end of the third
year of operation. Share withdrawal may be authorized at the discretion of the
board.
It is the intention of the Co-op to repay members’ share capital at or before the end
of a 20-year period, subject to financial performance and available funds.
Each shareholder, whatever the relevant stake, automatically becomes an equal cooperative member of the Malvern Community Energy Co-op on a ‘one member one
vote’ basis.

5.

Risks

All investment and commercial activities carry risk. Subscribers should take appropriate
advice and make their own risk assessment whilst bearing in mind the social and
environmental aspects of the Project. Those interested in joining the Co-op should
do so only after reading this document in full.
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Business Overview
This section provides details about the Project and the organisations that have put it
together.

6.

Co-operatives & Renewable Energy

Co-operative ownership of renewable energy is familiar to many in continental Europe
and has been growing rapidly in the UK in recent years. The first renewable energy
co-operative in the UK was Baywind Co-operative in Cumbria, established in 1997.
There are now renewable energy co-operatives across the UK and across a range of
technologies. Sharenergy Co-op have been the main advisors to this scheme as they
have considerable experience in helping set up community renewable energy schemes,
which can be seen by viewing their website http://www.sharenergy.coop/
Co-operatives using the Industrial and Provident Society form such as this one are
democratic structures with the legal ability to raise money directly from members
of the public. With a ‘one member one vote’ system and a board elected from the
membership, they offer a fair and transparent way to operate a community owned
renewable energy business. They also have the power to prioritise membership
from the local area, ensuring that financial benefits from renewable energy flow to
people in the locality. Industrial and Provident Societies are registered with the
Financial Conduct Authority (FCA).

7.

The Project

Transition Malvern Hills is a voluntary organisation committed to reducing the local
Carbon Footprint and helping to create a more resilient community. In August 2013
it established the Malvern Community Energy Co-operative to find and execute
community scale renewable energy projects locally.
The first project (the subject of this Share Offer) is to install and manage a solar PV
installation on Malvern Cube.This is the building formerly known as the Youth Club
in Albert Road North, Malvern. It is owned by Worcestershire County Council and
leased (for 30 years) to Malvern Youth and Community Trust.
Malvern Youth and Community Trust was set up in 2012 and runs Malvern Cube,
delivering a very wide range of community activities for all ages and abilities. For
further information see http://www.malverncube.com/ and also the supporting
information pack available to view at Malvern Cube, which contains information about
the Cube’s business plan and its accounts .
Sharenergy is a Shrewsbury-based co-operative that helps community groups to
establish community owned renewable energy co-operatives. Sharenergy is a spin-off
from Energy4All, a not-for-profit company that owes its origin to the Baywind
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community wind co-operative in Cumbria. Sharenergy has provided advice to the
Co-op on the project, through the Co-operative Enterprise Hub’s ‘Advice and Training
Programme’.

Malvern Community Energy Co-operative Ltd (‘the Co-op’)
Malvern Community Energy Co-operative Limited was incorporated and registered
with the UK Financial Conduct Authority as an Industrial and Provident Society number
32222R on 16th October 2013. It is domiciled in England, with its registered office at
147 Worcester Road, Malvern, Worcestershire, WR14 1ET.
Malvern Community Energy Co-op has 7 directors. It is one of several renewable
energy co-operatives across the UK being developed with support from Sharenergy
and was established using the Sharenergy Model Rules, which have been used by 34
renewable energy co-ops to date. A copy of Malvern Community Energy Co-op’s
Rules is available on the Co-op website www.malverncommunityenergy.org.
The sole planned activity of Malvern Community Energy Co-op is the ownership and
management of one or more solar arrays in the Malvern Hills area. At the time of
writing the focus of the project is to install and run a 25kWp solar photovoltaic (PV)
array at Malvern Cube, but the Co-op is already pursuing other possibilities with
organisations who own large roofs that face south and have a high electrical power
demand. These would be subject to future Share Offers as they come forward,
providing they did not dilute the return or increase the risk for existing Members. It
is intended that existing Members would be able to increase their shareholdings if
such share offers went ahead, subject to the statutory limit of 20,000 per individual
and they would be given priority in the event of oversubscription.

8.

The Site

The Cube is on the East side of Albert Road North between Como Road and Sling
Lane (shown in red in map overleaf). It is a single storey group of connected buildings,
with flat, felted roofs. The scheme would mount the solar PV panels on weighted
fr ames
(to
avoid
penetrating the felt) at a
15 degree angle to reduce
the effect of wind loading
on the panels. The panels
will be South facing.
The array has full current
planning permission from
Malvern Hills Distr ict
Council and the planning
documentation is linked
from the Co-op website.
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9.

Performance Calculations

The calculations on performance have been made by one of the bidding installers
using the Government’s recommended methodology, the Standard Assessment
Procedure, and checked against other reliable sources for this location. These are
done on a monthly basis as the energy generation is a bell shaped curve (highest in
the summer months with more daylight hours and less cloud cover). There is a slight
drop in the warmest month for high temperature days as solar PV performance
deteriorates when the temperature rises above 25 degrees. However, by having the
panels mounted on frames where air can circulate more easily around the panel, this
effect is lower than if the panels were directly attached to the roof. We have also
made an estimate of the impact the proximity of the Malvern Hills will make on
output. Clearly given the variability in weather patterns in different years the output
will vary, though this should not be a significant variance. There is also an allowance
made in the projections for the progressive deterioration in output of the solar PV
panels in line with the manufacturer’s warranty. We have provided for replacing the
inverters once during the 20 year project life as they have a typical life of 15 years.
The Directors have been measuring the hourly electricity usage of the Cube since
July 2013. By adjusting these figures to show how much electicity is used during
daylight hours it has been possible to estimate more accurately than is often the case
what proportion of the Cube’s electricity usage is likely to be supplied by the PV
panels. This has helped to inform what the financial benefit to the Cube is likely to be.
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The variables have been fed into a bespoke financial model to calculate the projected
return to Members and at what price the Co-op can afford to supply electricity to
the Cube.

10. The Array
The Co-op will be installing a 25kWp array, although the roof is large enough for a
bigger array, but the District Network Operator has limited the Co-op to this size
due to restrictions in the local electricity network. A larger array would require
expensive upgrades to the grid locally. The panels and inverters will be chosen based
on their value for money over the 20 year life of the scheme (this is the life of the
FIT), taking into account performance, cost, reliability and durability.

11. Electricity Sales
The electricity produced by the array will be sold to Malvern Youth and Community
Trust and any that is surplus to their requirements will be exported into the local
grid.The Co-op will receive both the ‘deemed’ export tariff, which assumes that 50%
of the electricity produced is fed into the grid, and the Feed-in Tariff for all the electricity
generated. Both increase annually with inflation. Pre-registration for the Feed-in Tariff
will be sought in March in order to assure that the rate of Feed-in Tariff currently in
force (12.57p/kWh) will apply for this project. Pre-registration holds the current rate
for 12 months and the array must be generating before the end of this period.
At the time of the share issue, the price Malvern Youth and Community Trust will pay
is 6.3p/kWh (increased annually in line with RPI) compared to their current day time
rate of 11.51p/kWh and approximately a third of current household energy tariffs.
This benefit will increase over time if energy prices continue to increase above inflation.

12. Malvern Youth and Community Trust and its role locally
The mission of Malvern Youth and Community Trust is “to provide affordable, high
quality accommodation in a well maintained, well resourced, safe and secure building,
within which a very diverse range of providers can come together to offer a varied
and exciting programme of activities for young people and the local community”.
As the young people (for many of the activities) can’t pay to hire the building the
very low hire charges for other groups need to cover the costs of running the
building. There is also a considerable amount of volunteer effort to keep the costs
down. One of the most expensive fixed costs are the utilities and in order to meet
the Cube’s mission, these costs together with all other running costs need to be
minimised. One means of achieving this is to obtain electricity at well below market
price. The Co-op electricity will also not be subject to the uncertainties associated
with fossil fuel price increases. (over twice inflation for the last 10 years). Instead
the Co-op will link increases in price to RPI. The difference between the Co-op
electricity prices and the market prices equates to the social benefit this scheme is
delivering and is a part of creating a viable youth and community centre for the
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community run by the community. It is worth remembering that the Cube and all
its services and facilities only exist today because a group of community minded
volunteers campaigned to be allowed to run it rather than the County Council
following their plan to demolish the building.
More on the Cube’s activities can be found on http://www.malverncube.com/index.html
and also the Share Offer information pack available to view at Malvern Cube.

13. Project Timeline
This is an indicative timeline showing planned progress of the Project from this point
onwards:
9th May 2014

Planned conclusion of Share Offer.

23rd May 2014

Firm orders placed for PV Array. Share certificates issued
to members of the Co-op.

Mid June 2014

Installation starts on site [when weather permits].

End of June 2014

Completion and commissioning of array.

July 2014

First Co-op AGM.

End of October 2014

SEIS approval expected (4 months after generation started)

July 2015

Second Co-op AGM.First payments of share interest to
Co-op Members

14.

Legal Agreements

A lease is in place between the building owners (Worcestershire County Council
WCC) and Malvern Youth Community Trust (MYCT) who run the building, dating
from May 2012, with an unexpired term of 28 years. WCC have agreed to issue a
Licence to allow MYCT to sub lease the roof space to Malvern Community Energy
Coop and make the necessary minor changes.These documents (the licence and the
sub lease) will be drawn up with an option and so will take effect when the Share
Offer has been successfully completed. These documents form the legal basis on
which the Co-op will occupy the relevant part of the roof where the panels will be
installed and associated ancillary equipment on the site.

15.

Future Schemes

One of the goals of Malvern Community Energy Co-operative is to initiate local
renewable energy generation in our area. The establishment of the solar array at
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Malvern Cube is the first stage in this process. With this demonstration model and
the knowledge and lessons learnt from the set-up process the intention is to develop
other projects.
Other roofs have been identified and investigated in the local area and some of those
which meet the relevant criteria have already been approached. Malvern Community
Energy Co-operative will continue to develop these options.
The benefit to members is that additional roofs will provide additional renewable
energy generation, may improve returns and strengthen the long-term robustness
and viability of the whole scheme. Within this Co-op structure no other schemes will
be entered into that would reduce the return proposed in this Share Offer.
Malvern Community energy Co-operative is offering members of the Co-op first
refusal on taking up further shares, in any future share offers that are conducted for
more solar or other community renewable energy projects locally (which are only
pursued if the return is as good or better for members). This is of course subject to
the legal limit of 20,000 shares for any individual in a co-operative. The limit to
shareholdings in this share offer is 10,000 due to the small size of the share offer.
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Financial Projections
The anticipated total cost for the array and associated installation and project costs is
£32,127
Financial Projections prepared and approved by the Board are summarised here.The
figures are based on quotes received and projections made by the Co-op. The
Directors take responsibility for the reasonableness of the projections in this Offer.
Projected returns to Members are calculated according to projected income and
expenditure during the life of the Solar Array Installation. The Co-op will commence
operations when electricity and FiTs revenues commence. The projected finance
model includes the return of members’ capital over a 20 year period.
At the end of the 20 year program the Co-op may choose to replace the array or
not and continue in business or wind up, according to the business of the Co-op at
that time.

16. Seed Enterprise Investment Scheme Tax Relief
The Co-op intends to apply for Seed Enterprise Investment Scheme (SEIS) tax relief
for this share offer.
This can be a significant
benefit to taxpayer s,
irrespective of the
amount of shares
subscribed for or the rate
at which Income Tax is
paid.

EIS Income Tax relief example
Mary is a qualifying taxpayer who invests £10,000 EIS
qualifying shares. The EIS relief available is £3,000
(£10,000 at 30%). If her income tax liability for the year
(before EIS relief) was, for example, £8,000 she could
reduce it to £5,000 as a result of her investment.
If she invested in SEIS qualifying shares the relief would

SEIS Income Tax relief, if
be £5,000 and her income tax liability would be reduced
available, is 50% of the
to £3,000.
value of the shares, which
qualifying Members can
For full details see http://www.hmrc.gov.uk/eis/ and http:/
claim back against income
/www.hmrc.gov.uk/seedeis/.
tax for the financial year
in which the shares were
issued (or the previous year). Shares qualifying for SEIS must then be held for 3 years.
If shares lose value then members can set this loss (minus the initial relief) against
income for tax purposes in that year (or the previous year). The SEIS scheme also
allows for relief of Capital Gains Tax under certain circumstances.
The Board will endeavour to ensure that this Share Offer qualifies for SEIS tax relief.
Advanced Assurance of eligibility will be applied for from HMRC and similar schemes
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have been approved. However, the Directors are not in a position to absolutely
guarantee eligibility. Subscribers should take their own advice as to whether they are
eligible for this relief.

17. Assumptions
The Financial Projections are based on the following principal assumptions:
1)

That annual energy production of the Installation will be in line with the
estimates made. In the event that the predicted energy production falls below
the projected levels the revenues of the Co-op will be reduced. In the case of
a technical fault, the Co-op will endeavour to make sure that this is covered
by warranties and/or insurance, including for losses incurred as a result, where
possible.

2)

Current expectations relating to the global energy market, the UK electricity
industry, UK Government policy, and the desirability for and promotion of
electricity from renewable sources, will remain reasonably consistent and
favourable to the Installation over the next 20 years, resulting in continuing
demand for electricity and related Environmental Attributes produced by the
Installation.

3)

Prices at a reasonably similar level to those currently obtainable will be achieved
through the life of the Installation (after allowance for annual inflation).

4)

Operation and maintenance costs will be incurred from the start of operations.
It is assumed that operations and maintenance costs will rise no faster than
the income.

Projections and assumptions such as these are inherently less reliable over longer
time spans.

18. Notes on the Financial Projections
1)

The total cost of the Installation is £30,627, which is based on a fixed price
quotation from Solar Solutions Malvern.

2)

Inflation on all income and expenditure is set at 2.5% per annum over the 20year period, except for exported electricity which is modelled at a 3.5%
annual increase.

3)

Income is based on the combined value of the Feed-in Tariff and electricity
sales being 18.32p/kWh (average), which is considered a reasonable estimate.

4)

Depreciation of equipment is straight-line over the 20-year period and creates
a fund to pay back Members’ capital. Capital is here modelled as being returned
to Members annually after year 3 subject to the maintenance of a contingency
reserve within the Co-op.

5)

Business rates are set at £100/year, although in practice these may be lower
due to reliefs available for renewable energy technologies.
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6)

Insurance costs are set at £450/year – this is based on a quote from a reputable
broker.

7)

Administration costs of the Co-op are set at £900/year. This is based on the
Co-op undertaking its own administration and covers FCA fees and
preparation of accounts. The Co-op will produce annual accounts and as a
small business will apply for the exemption from audit. It is the intention to
use Sharenergy’s administration service which should become possible
financially once additional buildings are added to the project, which is our
intention, through subsequent share offers.

8)

Interest on cash in bank is set at 3%.

9)

All profits are allocated to depreciation charge or paid as interest to Members
so the projections do not predict a liability for Corporation Tax. Note that
Members are likely to be liable for Income Tax on their returns from investment.

10) Normal monthly cash expenditure is expected to be small and will be amply
covered by the generation and FIT income. The Projections anticipate that
Malvern Community Energy Co-op will be cash positive each year from the
commencement of operations.
11) Projections are based on a 20-year FiT period, which corresponds to the
approximate working life of the array.
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19. 20-year income and expenditure projections

15

Malvern Community Energy Co-op Limited

16

Risk Factors
All investment and commercial activities carry risk, and subscribers should take
appropriate advice and make their own risk assessment whilst bearing in mind the
social and environmental aspects of this investment opportunity. Attention is drawn
to the following:

20. General investment risks
a.

The value of shares can fluctuate according to the value of the underlying
business.

b.

Offer Shares will not be transferable or traded on a recognised stock exchange.

c.

Members wishing to withdraw their share capital will be able to apply to the
Board for this purpose after the third year of operation. Withdrawal of share
capital is at the discretion of the Board.

21. Renewable energy industry risks
a.

Government policy towards renewable energy may change. However
throughout the operation of the FiT and previous similar schemes such as
ROC and NFFO, the Government has maintained the commitment to the
process of ‘grandfathering’ which ensures that whatever tariff a project is
registered for at the commencement of operation, will remain the same for
the duration of the FiT period (20 years).Therefore, revenue from FiT for the
Co-op should not be affected by any future changes to the FiT.This payment
is also index linked to RPI.The figures used here are those currently in force.

b.

Any changes to the FiT that occur before the array is commissioned could
result in a change to projections, or in the worst case, non-viability of the
project. However, it is the intention of the Co-op to apply for pre-registration
to ensure that the current FiT level is available (even allowing several months
for delays in construction).

c.

New technology inventions and developments may render existing
technologies and equipment obsolete. However, photovoltaic panels are a
stable technology and the chosen panel has a high level of efficiency so
technological advances of this magnitude within the life of the project are
considered unlikely.

d.

Long-term changes to weather patterns could result in lower levels of
production. However, there is no evidence that the Co-op is aware of that
this will affect energy production at this site.

e.

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

f.

Operational costs may rise faster than anticipated during the life of the Project.
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22. Risks specific to Malvern Community Energy Cooperative
a.

Equipment failure due to exceptional circumstances would increase
maintenance costs and this would impact on the Co-op’s income. However,
warranties and insurance will be in place in the event of mechanical breakdown
of the equipment and will cover at least some loss of income for associated
periods of business interruption. Accidental and malicious damage will also
be covered under insurance, as well as public liability cover.

b.

Risks associated with tenure:(i) Worcestershire County Council owns the
Cube on which the solar panels will be placed. Malvern Youth and Community
Trust leases the Cube from Worcestershire County Council.The lease is a full
repairing lease and expires in 2042. The terms of the lease mean that
Worcestershire County Council cannot terminate the lease early unless
Malvern Youth and Community Trust is unable to ensure there are 15 hours
per week of positive activities for young people (this is currently considerably
exceeded). If Malvern Youth and Community Trust becomes unviable during
the course of the lease the building would revert to WCC. Should Malvern
Youth and Community Trust have its lease terminated, then the Worcestershire
County Council will accept no liability for the sub lease and are free to terminate
this with Malvern Community Energy Co-op.
To date MYCT has progressively increased its hire revenues and significantly
improved the building with modifications to allowing the simultaneous hiring
of the many different types of rooms. Currently as part of a transitional
arrangement 20% of the running costs are supported by a grant of £10,000
per annum from Malvern Hills District Council.This grant is guaranteed until
May 2015. The current rate of increase of use and revenue means if that
grant was not renewed the Cube would still be viable and able to meet its
operating costs from hire revenues. To date building improvements and
developments have attracted grants and this is the normal basis for funding
capital spending for buildings of this type. There is considerable community
and political support for the building and its activities and services. Nevertheless
despite the success to date, to meet its projections, this share offer is dependent
on the Cube staying viable for the next 20 years.
To provide additional information about the Cube’s current and projected
performance Malvern Youth and Community Trust have assembled a folder
of their documents and this is available to view at Malvern Cube. It includes
accounts for the first year of trading, business plans, charts to show how the
usage/footfall has increased and the range of community users.
The relevant licence, option and sublease have not yet been signed. The Coop is working on this and is aiming to ensure they will be in place before the
end of the Offer period. However, if these are not in place by this time, then
the Directors will not spend any of the funds raised until they are signed.

c.

Should Malvern Community Energy Co-op find that the sub lease is terminated
for any of the reasons given above then the directors will attempt to negotiate
a new lease (as political priorities may change), and if this is not possible,
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ultimately realise the residual value of the capital items and distribute this to
the members on a pro rata basis, according to their shareholdings at that
time.
d.

The Cube has a flat felted roof (it was reroofed approximately 10 years ago)
with a normal life of 20 years. We have therefore allowed for the removal
and reinstallation of the PV panels so that the roof can be re-felted within the
payback period of the solar panels. An estimate has been obtained for this at
today’s prices and has been projected forward to when the roof will have to
be replaced. The resultant sum of £2,500 will be set aside in a maintenance
budget for this purpose.

e.

The risk of vandalism of the panels is marginally higher than for some other
community installations, as the Cube is a single storey flat roofed building.
The Co-op will therefore ensure this is covered within the insurance policy.
In addition a figure of £1,000 has been allowed to invest in measures to
reduce the possibility of access and the need for it, (normally associated with
balls from the hard court going onto the roof).
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Management and Administration
This section provides details on the Board and the running of the Co-op.

23. The Board
The current board of 7 members is a transitional board, for the purposes of setting
up the Co-op, running the Share Offer and overseeing the installation of the array.
Board elections from the new membership will be held at the first AGM following
the Share Offer.

Sue Edmonds – Director
I am a physicist, systems engineer and parent. I want to see
a future where our kids will have all the energy they need.
This means we need to use our energy supplies with care
and find new sustainable ways to supply our energy needs.

Brian Harper – Director
I am a scientist, design engineer, technician and craftsman
who operates local high tech companies mainly involved
in gas lighting, building energy sur veys and biomass
renewable energy. My interest is to support and help guide
this community effort to harness energy from the great
nuclear reactor in the sky and so reduce fossil fuel
consumption.

David Armitage – Director
I work for the Malvern Hills Area of Outstanding Natural
Beauty and have often witnessed all the good things that
happen when local communities come together with focus
and resolve. Malvern Community Energy has both these
qualities, plus the added bonus of addressing social and
environmental sustainability. All these things I have faith in
and am pleased to help manifest that faith.

John Raine – Director
As a Green District and County Councillor, I have been eager to see more action in
our local area to harness more renewable energy and to reduce dependency on
carbon-based fuels. In the prevailing political and financial climate it is hard to see the
statutory sector – and local government in particular – being able to provide sufficient
leadership in this regard. So it falls to the community sector to pick up the challenge,
and this, in fact, offers many advantages, not least the flexibility, commitment and
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passion that volunteers and co-operative organisational
forms tend so naturally to bring to such challenges. As a
result, I am delighted that this venture is underway and I
support it wholeheartedly. I have every confidence that it
will be successful and that it will make a big difference by
helping us in our ambition to transform our local area from
having one of the country’s largest carbon footprints to
one that leads the way towards a sustainable energy future.

Julian Roskams – Director and Company
Secretary
I am a Green Party district and town councillor, and am currently
the mayor of Malvern. I joined the Malvern Community Energy
Co-op as I believe resilient communities need to control their
energy generation and that reliance on fossil fuels is no longer
sustainable.

Ian Caldwell – Director & Treasurer
I am a long standing suppor ter of green energy and
community. I have solar PV on my own roof and have invested
in four other energy co-ops. I am treasurer of Malvern Hills
transition. I have worked in Malvern for 20 years and have
lived there for 6 years.

Robin Coates – Director
My career included a civil engineering major sites project
manager, an MD for a water and effluent treatment design
and contracting company, and as a consultant helping people
to work together in more creative ways for major international
companies and in the public and charitable sectors. Now
retired, my passion about our misplaced dependence on fossil
fuels and need to reduce our carbon footprint has led me to
found Colwall Greener www.greener.colwall.info (amongst
other groups) and to devote my energy to Transition Malvern
Hills www.transitionmalvernhills.org.uk.
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24. Current and intended shareholdings of Directors
The total intended shareholdings of Directors and their direct family members’ amounts
to £3,250.

Disclosure
None of the directors of Malvern Community Energy Co-op 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 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.

25. Conflicts of Interests
Two of the Directors of Malvern Community Energy Co-op are also directors of
Malvern Youth and Community Trust.

26. Remuneration
No remuneration has been paid by the Malvern Community Energy Co-op to the
Directors. When the Solar Installation is generating electricity each Director will be
entitled to claim fees and/or expenses not exceeding £50 p.a. in addition to travel
expenses. Directors’ share applications will be met in full, but there are no pension
schemes, share option schemes and except for the reimbursement of expenses,
there are no other benefits for Directors of Malvern Community Energy Co-op.

27. Board Practices
Directors serve in accordance with the Rules. There are no service contracts for
them or the Secretary. Malvern Community Energy Co-op will have no employees
and the business is not dependent on key individuals. Day-to-day operations will be
managed by the Co-op under the supervision of the Board. The Board will bear
ultimate responsibility to the Members.
As an Industrial and Provident Society, Malvern Community Energy Co-op complies
with statutory requirements and those of the Financial Conduct Authority. As the
Shares will not be listed, Malvern Community Energy Co-op is not obliged to comply
with The Combined Code on Corporate Governance.

28. Administration
Malvern Community Energy Co-op will undertake all administration for its business
until such time as the Co-op is able to afford a contract from a provider such as
Sharenergy.
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29. Accounts
Malvern Community Energy Co-op was incorporated on 16th October 2013. Its
financial year-end is 31st December. At the time of commencing share issue, except
for the issue of 7 shares at par to the founding Directors, no other transactions had
taken place.

30. Dividend Policy
Members’ Shares will attract a payment of interest annually in arrears and there is
currently no policy to pay dividends (see glossary for the definition of dividends).
Interest rates will vary according to financial performance.

31. Legal Proceedings
There have been no governmental, legal or arbitration proceedings relating to the
Project or Malvern Community Energy Co-operative and none are pending or
threatened which could have a significant effect on the financial position or profitability
of the Co-op.

32. Rules of Malvern Energy Co-operative
Industrial and Provident Societies, such as Malvern Community Energy Co-op, are
governed by Rules approved by the Financial Conduct Authority (not by Memorandum
and Articles of Association). A copy of the Rules is available from the Co-op.
General information sourced from third parties in this Offer Document has been
accurately reproduced. As far as the Directors are aware and are able to ascertain
from information published by that third party, no facts have been omitted which
would render the reproduced information inaccurate or misleading.
MCEC strives to promote co-operative Values and Principles:
•

Self help and self-responsibility

•

Opportunities for education

•

Member economic participation

•

Honesty and openness

•

Democracy and equality

•

Concern for community

•

Autonomy and independence

•

Social responsibility

•

Co-operation among co-operatives
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33. Reasons for the Offer and use of proceeds
This Offer is being made so that:
1.

A 25kWp solar photovoltaic array can be constructed and commissioned.

2.

Members may benefit from Malvern Community Energy Co-op owning the
Solar Photovoltaic Installation.

3.

The Cube may benefit from lower carbon electricity at a lower price than
grid electricity, which will help to enhance its long term viability as an important
community resource.

4.

Members may be as far as possible drawn from the local community.

5.

Malvern Community Energy Co-op and its Members are able to make a
contribution to promoting renewable energy and reducing the negative effects
of reliance on non-renewable energy sources and their effects on Climate
Change.

34.

Offer Shares

32,500 (thirty two thousand and five hundred) ordinary Shares of £1 are offered at
par and payable in full on acceptance of an application on the Terms and Conditions
of this Offer Document.The Shares, which will not be traded on any stock exchange,
have been created under the Industrial & Provident Societies Act 1965.
Successful applicants will receive share certificates and their details and holdings will
be recorded in a share register to be kept by the Co-op (or any organisation it
subsequently appoints to provide administrative services). Each person or organisation
issued with Shares becomes a Member of the Co-op, with membership rights defined
in the Rules. The principal rights are:
a.

One vote per holding on resolutions of the Members, including in relation to
the appointment of Directors.

b.

The right to receive a proportionate annual interest payment as a return on
the investment in shares (subject to available profits).

c.

The right to the return of the original investment periodically (subject to
available surplus assets and any new business of the Co-op).

d.

As a Member, eligibility for election to the Board.

35. Interest payment/dividend
Interest will be paid on the balance of each Member’s account at rates reflecting
annual financial performance. Each Share also carries a right in theory to an equal
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part in any declared dividend, although it is not the intention to declare dividends in
addition to annual interest payments. The date on which entitlement to interest (or
any dividend) arises will be announced each year. It is envisaged that any interest (or
dividend) unclaimed for a period of 7 years will be cancelled for the benefit of all
Members.There are no restrictions on interest and dividend payments and no special
procedures have been established for non-resident holders.

36. Voting rights
Each Member has one vote, regardless of the number of Shares held. There are no
pre-emption rights.

37. Rights to share in profits/surpluses
All Members are entitled to share in interest (and dividends) declared out of annual
profits, such payments to be divided equally between the total Shares in issue. This
means that a Member with 10,000 shares has a single vote but will receive interest or
dividends on all 10,000 shares. When the Installation comes to the end of its life
Members may choose to liquidate the Co-op, in which case assets will be realised
and the net proceeds applied in re-paying Members’ share capital. Any surplus will be
paid to Members pro-rata in accordance with the number of Shares then in issue.

38. Redemption provisions
Redemption of Shares may take place in accordance with the Rules. Members do not
have the right to withdraw share capital but the Board of the Co-op has the power
to permit Shares in the Co-op to be withdrawn by agreement between the Board
and the Member. Members can apply for withdrawal of share capital after the third
year of operation. In addition, the Board has the power to return capital to Members
at its discretion.

39. Taxation
Interest payments made to Members will be subject to United Kingdom taxation. It
is expected that payments will be made gross and investors will be responsible for
declaring this income on their tax returns.

40. Provisions on death of a Member
In accordance with the Co-op’s Rule 22, on the death of a member of the Co-op,
their shares can be transferred to their personal representative, who can keep them,
apply for withdrawal of the share capital or transfer them to any other person who
qualifies to be a member of the Co-op.
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Terms and Conditions
41. Eligibility
The Offer is open to anyone, over 16 years of age, who meets the membership
requirements of the Rules.

42. Minimum and maximum holdings
The minimum number of Shares that can be applied for is 250 and the maximum is
10,000 for this Share Offer only (due to the scale of the sum being sought).

43. Application procedure
a.

Anyone interested in responding to this Offer is strongly advised to take
appropriate independent financial and other advice.

b.

Shares shall be applied for using the Application Form following the Guidance
Notes.

c.

By delivering an Application Form an Applicant offers to subscribe, on the
Terms and Conditions contained in this Offer Document, for the number of
Shares specified, or such lesser number as may be accepted.

d.

An Applicant who receives Shares agrees to automatic membership of Malvern
Community Energy Co-op and to be bound by its Rules.

e.

Once an application has been made it cannot be withdrawn.

f.

Multiple subscriptions will be admitted providing that they do not result in a
Member (other than an Industrial and Provident Society) holding more than
10,000 Shares (a limit intended to be unique to this Share Offer. The statutory
limit for individuals is 20,000 shares).

44. The Offer timetable
The Offer will remain open until 9th May 2014. The Share Offer may, if necessary, be
extended by the Board at its discretion. If a sum less than the Offer total is raised, the
Board will not proceed with the development of the Installation. All Application
Monies will be returned in full to the Applicants as soon as is practical. None of
Malvern Community Energy Co-op, its Directors or advisors will be responsible for
loss of interest or any other benefit suffered by Applicants during the period the
monies are held by the Co-op.
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45. Confirmations by Applicants
Each Applicant, on submitting an Application Form, confirms that he/she/it:
a.

Meets the eligibility criteria.

b.

Is not (unless an Industrial and Provident Society) making multiple applications
for a total of more than 10,000 Shares.

c.

Is not relying on any information or representation in relation to the Offer
Shares, Malvern Community Energy Co-operative, or the Installation which is
not included in this Offer Document.

d.

Shall provide all additional information and documentation requested by
Malvern Community Energy Co-op in connection with their application,
including in connection with taxation, money laundering or other regulations.

e.

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

46. Procedures on receipt by Malvern Community Energy
Co-operative of Applications
1.

Offer cheques/bankers’ drafts will be presented on receipt and may be rejected
if they do not clear on first presentation.

2.

Surplus Application Monies may be retained pending clearance of successful
Applicants’ cheques.

3.

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

4.

Application Monies in respect of any rejected or scaled-down Applications
shall be returned by crossed cheque, payable to the Applicant, to the postal
address on the Application Form, or by bank transfer, no later than one month
after the end of the Offer Period (as extended).

5.

No interest is payable on submitted Application Monies which become
returnable.

6.

Applications on incomplete or inaccurate Application Forms may be accepted
as if complete and accurate.

7.

The Co-op reserves the right not to enter into correspondence with
Applicants pending the issue of share certificates or the return of Application
Monies.

8.

Results of the Offer will be published on the Project website and by press
release within one month after the Offer has been closed.
In the case of oversubscription, Directors’ applications will be met in full and
the Directors shall, at their discretion, determine the appropriate allocation
of Shares on the principle that priority will be given to applications from
those living closest to the site by postcode.

9.

Share certificates will be issued to successful Applicants within one month
after the end of the Offer Period.
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47. Pricing, trading and dealing arrangements
The Board has resolved to offer Shares at their par value of £1. As the Co-op intends
paying interest on Members’ shares each year such that retained profits will not
accumulate, the underlying asset value of each Share is likely to remain at £1 and any
Share redemption will take place at par.
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Guidance Notes
48. Applying for Shares
The Offer is open to individuals, Industrial and Provident Societies and other
organisations. It is only possible to purchase Shares in Malvern Community Energy
Co-op by completing 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 Risk Factors section which describes risks relating to an investment in
the Offer Shares.

•

Terms and Conditions of the Offer. By completing the Application Form you
will make an irrevocable offer which may be accepted by Malvern Community
Energy Co-op.

•

The Rules of Malvern Community Energy Co-op. In buying Offer Shares you
will become a Member of the Co-op and will be bound by those Rules.

49. Amount to invest
The price of each share is £1.You should decide how many shares you want to buy
and put that number in the box.The minimum number is 250.The maximum for this
Offer is 10,000 including other Industrial and Provident Societies. Annual interest
payments will be based on the number of Shares you hold, but you will only have one
vote, regardless of the number of Shares you hold.

50. Personal details
You may apply as an individual or, as long as you are properly authorised, on behalf of
an Industrial and Provident Society or other organisation.
Persons under 16 years of age cannot become Members. If you wish to invest as a
trustee or nominee on behalf of a child you may need to take advice on any tax
implications. Please note that the maximum investment of £10,000 includes any shares
purchased as a nominee for a child. Shares issued in these circumstances will be
transferred to a child when he or she becomes 16. If you do wish to take the shares
as a nominee or trustee of a child, please indicate that intention as shown on the
Application Form.

51. Priority Application
The number of Offer Shares you apply for will not necessarily be the number of
Shares you will receive. If the Offer is over-subscribed your application may be scaled

Share Offer Document
down, or even rejected in its entirety. All applications are welcome, but in the event
that the Offer is oversubscribed, the Directors will endeavour to give priority to
those living closest to the Cube.

52. Declaration
In signing the Application Form as an individual you are personally making an irrevocable
offer to enter into a contract with Malvern Community Energy Co-op. If you are
signing on behalf of an organisation or on behalf of another individual you are personally
representing that this is in accordance with due explicit authorisation.
Non-UK residents must take responsibility for ensuring that there are no laws or
regulations in their own country that would prevent them from investing in or receiving
income from a UK co-operative. Under 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.

53. Payment
Please attach a cheque or bankers draft, drawn on a UK bank or building society, for
the exact amount shown in the box under ‘Amount to invest’. If there is a discrepancy
between the two, or if the cheque is not honoured on presentation, your application
may be rejected without further communication. You may also pay by bank transfer.
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Glossary
Applicant An applicant for Offer Shares through submission of an Application Form.
Application Form The form in this Offer Document which must be completed to be
returned in accordance with the Terms and Conditions of this Offer and the Guidance
Notes.
Application Monies The total gross sum realised by this Offer.
Board The Board of Directors of Malvern Community Energy Co-operative Ltd.
Climate Change The phrase widely used to describe changing weather patterns as a
direct result of global warming.
CO2 Carbon dioxide, a natural gas emitted during the burning of fossil fuels and
regarded as the main cause of global warming.
Malvern Community Energy Co-operative Ltd. Registered Office: 147,Worcester Rd,
Malvern, WR14 1ET (Registered Industrial and Provident Society number 32222R).
Malvern Community Energy Co-op Shares Ordinary shares of £1 in Malvern
Community Energy Co-op.
Directors The directors of Malvern Community Energy Co-op.
Dividend (in a co-operative society) is a discretionary allocation of profit paid to
members, based on the members’ transactions with the co-operative society and
not on the amount of capital invested.
EIS Enterprise investment scheme for tax relief
FiT (Feed in Tariff) Incentive for electricity generation introduced by HM Government
on 1st April 2010 under powers from the Energy Act 2008.
Installation in this Offer Document refers to the PV installation and associated electrical
equipment.
Inverter Changes the direct current produced to the alternating current used by the
grid
IRR Internal Rate of Return
kW (kilowatt) A unit that measures power and is equal to 1 thousand watts.
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kWh (kilowatt hour) A unit that measures energy and is equal to the energy that can
provide the power of 1kW for the period of one hour.
kWp kilo Watt peak The unit of maxiumum power for a solar panel.
Offer The Offer of Shares in Malvern Community Energy Co-op contained in this
Offer Document.
Offer Costs The expenses incurred by or on behalf of Malvern Community Energy
Co-op in issuing this Offer Document.
Offer Period The period during which the Offer will remain open (including any
extension) as set out in the Offer timetable in this document.
Offer Shares New shares of £1 in Malvern Community Energy Co-op, offered at par
on the Terms and Conditions and payable in full on application.
Operating cash flow How much cash a company has been able to generate from
the operations of its business.
Project The proposed ownership and operation by Malvern Community Energy Coop of a Solar Photovoltaic Installation at Malvern Cube, Albert Rd North, Malvern,
Worcestershire, WR14 2YF
Projections The financial projections for Malvern Community Energy Co-op set out
in this document.
Rules The Rules of Malvern Community Energy Co-op, available on demand by using
the contact details set out on the back of this Offer document.
SEIS Seed Enterprise Investment Scheme giving tax relief see section 18
Sharenergy Sharenergy Co-operative Limited. An Industrial and Provident Society
(registered no. 31237R) Registered at The Pump House, Coton Hill, Shrewsbury, SY1
2DP.
Site the location of the proposed Solar Installation.
Terms and Conditions The terms and conditions of the Offer contained in and
constituted by this Offer Document.
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For enquiries relating to this share offer contact Robin Coates.
01684 540284
The project website with further documents is available at:
www.malverncommunityenergy.org

This co-operative project has been developed with advice from:
The Co-operative Enterprise Hub’s Advice and Training Programme, Transition Malvern
Hills and Sharenergy.

Printed with the support of Malvern Hills District Council.

