Sockport Hydro Ltd

Artist® Ipression of Otterspool Hydro Sheme

AN INVITATION TOINVEST

OBIECTIVE

To raise £750,000 through a share offering to help fund two community hydro schemes in
Sockport and to provide long-term funding for other environmental based projects from any
excessincome generated by the two schemes.

The two sthemes are:

Otterspool Weir - generating approximately 209,000 units (KWh) of green electricity per year,
the equivalent of supplying approx 50 homes and saving approximately 3,500 tonnes of O3 in
itslifetime.

Sringer Weir — generating approximately 330,000 units (kwh) of green electricity per year,
the equivalent of supplying approx 80 homes and saving 5,500 tonnes of QJ in its lifetime.

Thisdocument details and contains an invitation to subscribe for sharesin Sockport Hydro Lid.
Sockport Hydro Ltd will be the first community owned hydro scheme in the Greater Manchester Area.

Sockport Hydro Ltd (Society) hasbeen established asan Industrial and Provident Society for the Benefit
of the Community for the specific purpose of owning a Hydro Hectric Sheme (heme). Sockport

1

PDF created with pdfFactory Pro trial version www.software-partners.co.uk



Hydro Ltd will generate revenue by selling ‘green’ hydro-electricity. Sufficient income will allow
Sockport Hydro Ltd to contribute to other environmental projects within Stockport .

Investing in Stockport Hydro Ltd should be seen as a social investment rather than a commercial
investment.

This document is important and requires that you should read it carefully. If you require any advice you
should consult a bank manager, solicitor, accountant, stockbroker or other independent financial adviser
authorised under the Financial Services Act 2000.

Dated: 9 April 2010

This offer closes at 5pm, 9" June, 2010

Registered office: 1 own Street, Hawk Green, Marple, Sockport, S<6 7JH

The Proposal

The proposal isto install a 54kW Archimedean screw hydro electric scheme at Otterspool weir and a
76kW Archimedean screw hydro electric scheme at Stringer weir, both near Sockport in Greater
Manchester.

Together, the two sshemeswill generate approx 540,000kWh (units) of green electricity per year b
enough for approximately 130 average houses, saving 9,000 tonnes of GO, over an expected lifetime of
40 years.

The technology isthe same asused in the two successful shemesinstalled under the management of
h2ope with local stakeholders (see background information below) for Torrs Hydro New Mills Ltd and
Settle Hydro Ltd, using the same development model asthat proposed here.

Investors should understand that any investment they make isrecognition of their part in the role of
renewable energy and should not expect to make any commercial profit other than a return on their
investment through a stream of interest over the expected 40 year life of the project. For most investors
thiswill prove to be alegacy for future generations.

The Share Offer

Each share in Stockport Hydro Ltd has a nominal value of £1. The minimum shareholding for an
individual is£250 and the maximum (set by law) is£20,000. Shares have to remain invested for at least 3
years (plus 180 days’ notice) after the SSheme startstrading (selling power).

Shares in Sockport Hydro Ltd are not transferable in the way that sharesin, say, British Gas are. They
are termed as ‘withdrawable’ shares - only the issuer, Sockport Hydro Ltd, can buy them. They never go
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up in value and can have their value reduced to zero if Sockport Hydro Ltd isfailing. Whether Sockport
Hydro Ltd buys shares back is at the discretion of the Board which will make decisions based on the
financial situation.

The economics of energy generation means that payback on the scheme will take time. We are seeking
long-term investment (ideally beyond ten years) and investors should consider their commitment to be
long-term in nature.

We are using Wessex Gommunity Assets IPS ‘bencom’ Rules, and have written this offer, in order that
we can apply for advanced assurance of Enterprise Investment Sheme (HS Tax Relief from HMRC as
described below in the section on Tax Relief.

Why we need your Investment
The total sum sought from the share offer is£750,000 as part funding for the estimated total capital cost
of £1,300,000.

If applications are received for an amount that exceeds£750,000 the Directorsreserve the right to scale
down and/or refuse some applications. Should the offer not raise enough in itself, h20PE will seek to
raise the remainder of the equity required from social investors or by increasing the loan or grant
funding.

In the event that the share offer doesnot raise sufficient funds, H20PEmay also decide to install one of
the two schemesin 2010 and the other, subject to obtaining further funds, in 2011.

Shareholder’s fundswill not be used unlessand until the total funding package has been agreed.

Approximate Project Costs:

Project Costs: Otterspool Weir

Capital Expenditure Bequipment and construction: £485,000

Project Management fee to h2oPE £45,000
Development costs: £20,000
(provided at risk by h2oPE)

Total Qosts: £550,000

The following finance package is proposed:

Grant (minimum expected): £100,000

Loan : £200,000

Sockport Hydro Ltd members: £250,000

Total Hnance: £550,000
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Project Gosts: Stringer Weir

Capital Expenditure Bequipment and construction: £685,000

Project Management fee to h2oPE £45,000
Development costs: £20,000
(provided at risk by h2oPE)

Total Qosts: £750,000

The following finance package is proposed:

Grant (minimum expected): £0

Loan : £250,000
Sockport Ltd members: £500,000
Total Hnance: £750,000

All costs are estimates only and subject to confirmation on completion of the detailed scheme design.

The Otterspool scheme has already obtained a grant of £100,000 from the Carbon Challenge Fund
organized by the North West Development Agency, which hasbeen granted subject to regulatory
permissionsand the other finances being raised. Grant money will alwaysbe used to offset the capital
expenditure.

h20PE has previoudy obtained loans for the community companiesin two previoushydro schemesand
are confident that a 17 year loan for £450,000 will be obtained in parallel with the share offer.

Key economic and technical factors on which the financial viability of the scheme dependsare

. Hydrology and water flow conditionsat the plant

. Timing and likelihood of obtaining operational permits.

. Capital costs for the equipment and installation works and programme for installation

. Salesprice for the electricity generated over the next 40 years

. Hficiency of the equipment in converting the movement of water into electrical power for

export.
. Operating and maintenance costs
. Inflation over the next 40 years
. Availability of grant and loan funding
. Interest rate and payback period for the loan

The projected annual revenue for both schemesis estimated to be in the region of £112,000.

The revenue estimate is based upon the price of the electricity and the volume of water that the hydro
scheme is designed for. The price is based on the recent Government legidation which introduced the
Feed in Tariff (FiT) to thiscountry and estimatesof the power likely to be generated by assessing the site
conditions. At present our understanding is that the FiT is guaranteed for 20 years. Thisrevenue figure is

4

PDF created with pdfFactory Pro trial version www.software-partners.co.uk



based on 17.8p/kWh as the FiT element of the price and 3p/kWh as the ‘floor’ price of the electricity.
The volume of water for which the scheme is designed was identified by the hydrology information
contained in the Feadibility Study.

H2ope hasfunded the pre-feasibility, site selection, permitting and other development activitiesand will
provide servicesto the project comprising overall scheme design, capital raising and project
management. Thisisall provided at h2ope’srisk until such time as the project has...

1. Obtained planning permission and financing and
2. Isfully operational.

Pre-tax profits are estimated to be in the region of £82,000 per annum to be shared between the
funders, interest to shareholdersand environmental projectsasdescribed more fully below.

The FAnancial Return on Investment

Interest to members will only be paid in accordance with Sockport Hydro Ltd’saimsto be of benefit to
the community and has a limit in law. Based on the above assumptions about the likely pre- tax profits,
the Directors expect to be able to pay an annual interest on share capital of up to 3%inyears1 to 5, and
the target from year 6 will be 5%or above.

The planned financial return is not high nor is it directly linked to the surplus that Sockport Hydro Ltd
generates. The actual rate will be at the Director’s discretion and the member’s vote agreement. The
rest of the income will be used to provide funding for other environmental schemes within the
geographical area of Sockport MBC.

Background Information: Partnership Arrangement between Sockport Hydro
Ltd and H20PE

1. Stockport Hydro Ltd

Sockport Hydro Ltd, based in Greater Manchester is an Industrial and Provident Society for the
Benefit of the Community. It wasregistered with the Financial Services Authority on the 7 April 2010
with registration number 30943R. It operateson a ‘one member one vote’ principle, irrespective of
the size of amember’s shareholding. The Founding Board of Directors are Ben Alexander, Doug
Everard and Seve Welsh (also founding director of Water Power Enterprises AC(h20PE)), none of
whom will directly receive any financial benefit from the Society, nor are they related in any way.

Brief Biographies of Directors

Ben Alexander

Ben Alexander isa graduate of Birmingham University and after a decade workingin
Engineering became an independent management consultant where he hasworked on many
projects, mainly "making things happen.” Two of the projectsinvolved Energy from Waste
and Green energy where he met Doug Everard one of the three founding directorsof the
Sockport Hydro Sheme. Ben ismarried with adult children at livesin Marple just a few
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minutes away from Otterspool. He also servesasa Gouncillor for Sepping Hill Ward in
Sockport.

Doug Everard

Over twenty years experience in the development, management and financing of power projects
and technologies, including conventional, wind, biomass, waste to energy and more recently small
hydro. Thisexperience includesworking as adeveloper, investor, operator and principal.

Formerly Chief Executive of the New and Renewable Energy Centre, UK renewables centre of
excellence, developing technology companies and national testing facilities for wind, PV, high
voltage electrical, wave and tidal technologies. Including strategic equity investmentsin power plant
equipment developers (small and medium sized companies)

Previously Operations Director for EPR - the UK’s largest renewable energy company - running
project financed wind power and biomass plant. Before that spent 10 years at Kelda plc in a variety
of senior postions including developing and running its renewables and waste businesses, including
two of the earliest commercial wind-farms in the UK. Previously held senior technical positions
within Alstom power station division (conventional QOGT and coal).

MA in Engineering Siences, Pembroke College, Cambridge & MBA from Qanfield Shool of
Management and Fellow Institute of Energy and Member of Board of Governors Joule Centre.

Steve Welsh
Founding director of H20PE. Worked in the Third Sector for 30 years, specialising in social
enterprises. Hasan interest in community owned assetswhich hasinformed the direction of H2oPE

MA in economics.

2.h20PE (Water Power Enterprises)

h20PE was established as a Community Interest Gompany (Company registration 06123471)to

provide specialist services to develop and support community hydro electric schemes in the UK.
H20PE were joint winners with the Co-operative Group of the NEMEX 2009 Renewables Innovation

Award. H20PE has been working prospecting sites within Sockport since the end of 2007. H20PE
has previously been responsible, with local stakeholders, for developing Torrs Hydro New Mills Ltd
(http://www.torrshydro.org/ and shortlisted for the Ashden Award) and Settle Hydro Lid

(http://www.greensettle.org.uk/hydro/, recent winners of the Yorkshire Post Community
Environmental Award, 2010), the country’sfirst two community owned hydro electric schemes.

The Torrs Hydro New Mills scheme, which included a successful £97,000 share offer, started
construction in March 08 and hasproduced 200,000kWh since September 08.

The Settle Hydro scheme, which included a successful £135,000 share offer, started generating
green electricity in December 2009.

Sockport Hydro Ltd hasa contractual Management Agreement with h2oPE, whereby h2oPE
undertakesthe project management of the Scheme from early feasibility, thorough on-site
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preparation and construction through to production of electricity to the grid, in return for fees
detailed later.

To cement this partnership arrangement h2oPEare represented on the board of Sockport Hydro
Ltd for a period of time which will enable the directors of Stockport Hydro Ltd to develop sufficient
capacity to manage the hydro scheme. It is also the intention of both Sockport Hydro Ltd and
H20oPEto maintain a relationship after commissioning both to ensure effective feedback from
performance and lessonslearned on other schemesand to enable H2oPEto improve continually by
gaining information about the operation of the hydro ssheme which will be of benefit to future
sites.

Tax Relief

The selling of electricity isan eligible activity for Enterprise Investment Sheme tax relief purposes.
Shareholderscan apply for capital gains tax savings and an income tax reduction worth 20%of their
investment after the start of trading.

We are confident that our share offer will be in receipt of approval from HMRCduring the share offer
period, allowing our investorsto apply. The investor’s personal circumstanceswill affect HVIRC's
decision in each case.

The rulesfor Enterprise Investment Sheme tax relief require a minimum investment of £500 for a
period of over 3 yearsfrom the start of trading (not the date of the investment). Applicationsare made
by the investor to HMRCdirect, not by Sockport Hydro Limited, and so wecannot give guarantees.

http://www.hmrc.gov.uk/eis/ is HMRCsown information site which explains the application procedures
but, if you are unsure, please seek professional advice.

Timetable

Please also see the Investment Information below for the Issue of Sharesfor the Directorsview of
potential risks to this project.

Thisproject issubject to the successful application of regulatory permissions. The status of these
permissionsisasfollows:

Otterspool Sringer
Planning Permission - End May 2010 End May 2010
determination date
Abstraction License May 2010 May 2010
Construction Sart 1¥uly 2010 15 2uly 2010
Gommissioning November 2010 November 2010

All grantsawarded to the scheme are subject to these regulatory permissionsbeing granted.

The regulatory permissionswill follow a due legal process and Sockport Hydro Ltd Directorswill need to
review the project in the event that these permissionsare not granted. All moniesraised by thisshare
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offer will be held in a holding account until the decision to go ahead with the project hasbeen made.
If adecision NOT to go ahead ismade, all moniesraised through the share offer will be returned IN
FULL to the partiesconcerned.

Should the applications for regulatory permissions prove successful then the construction of the Sheme
could commence by July 2010 and commercial production of electricity expected by December 2010.
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Investment Information for the Issue of Shares
Thisdocument details and contains an invitation to subscribe for sharesin Sockport Hydro Ltd
It isimportant and requiresyour detailed attention.

1. Investment Information

Please read thissection carefully it setsout the details of becoming a member (ie shareholder) in
Sockport Hydro Ltd. Membership isopen to individuals, corporate bodies, voluntary organisations
and public sector investors.

2.Legal Information

Thisdocument isissued by Sockport Hydro Ltd, registered number30943R, asan Industrial and
Provident Society incorporated in England and Waleson the 7 April 2010 under the Industrial and
Provident Societies Act 1965.

3. Shareholdings

The minimum shareholding which you can apply for under this prospectusis£250 and the maximum
is£20,000, except for other Industrial and Provident Societiesand Local Authoritieswhich have no
limit on their investment. Larger sumscan be made available to Stockport Hydro Ltd as donations,
grantsor loans. Please contact the Secretary at the registered address for further information.

The directorsintend to conduct the business of Sockport Hydro Ltd to enable shareholdersto apply
for tax relief under the Enterprise Investment Sheme (where applicable). To comply with the
requirements of HVI Revenue and Qustomsfor the Enterprise Investment SSheme, the rules of
Sockport Hydro Ltd require shareholdersto hold their sharesfor a minimum term of 3 years. The 3
yearswill begin to run when Sockport Hydro Ltd beginsto trade with a trade recognised under the
Enterprise Investment Sheme.

Please NOTE Stockport Hydro Ltd and itsdirectors do not guarantee that any particular investment
in Sockport Hydro Ltd will be eligible for tax relief under the Enterprise Investment Sheme. Thisis
an issue upon which individual potential investors should seek their own advice.

All applications are subject to the termsset out in the Rules of Sockport Hydro Lid.

4.Voting

Each member hasone vote regardless of the size and value of their shareholding. It is

proposed that investor memberswill be kept informed of Sockport Hydro Ltd’sservicesand
developments through a combination of newdetter, website, the annual reportsand the Annual
General Meeting.

5.Interest on your Investment
Provision ismade in the Sockport Hydro Ltd Rules for paying interest on the share capital at such
rate or rates asmay be determined by the Board of Directorsfrom time to time.

6. Nomination option

In the event of the death of a shareholder, the repaid value of the shares will normally be added to
the estate for probate purposes. You may (if you so wish) elect to nominate arecipient for the value
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of the shares (but only up to £5,000) and thus (under current legidation) remove the value of the
shares (up to £5,000) from your estate for probate purposes (but not tax purposes).

7.Risk Factors
The directorshave identified the following risks:

. The price of electricity can go down aswell asup

. Changesin Government legidation may affect the scheme.

The volume of water in the River Goyt may vary due to unusual weather patternswhich
may reduce the flow of water.

The Abstraction License isdue to be reviewed in 2017.

. The project may be delayed due to technical, financial or legal matters.

. There may be interruptionsto the generation of electricity caused by financial or legal
matters.

. There may be interruptionsto generation of electricity caused by mechanical/electrical
failure of equipment.

. There may be circumstancesin which the natural fall of the river isdamaged, causing an
interruption to generation of electricity.

. The capital costs are based on estimates gained prior to this share issue. Any subsequent
increase in capital costswill be met by the grant monies and monies raised in this share
issue.

. Regulatory permissions may not be granted

The Directorswill seek to protect against these risksthrough prudent management practices.

8. Social Investment
Investing in Sockport Hydro Ltd should be seen more asa social rather than a financial investment.
Sockport Hydro Ltd doesnot guarantee a safe haven for your money.

Sockport Hydro Ltd is permitted to pay interest on your shares. The society will pay only alow rate
of interest on money paid for its sharesand may pay no interest at all. Please note:

* Bylaw we cannot offer agenerousinterest rate
*  We are unlikely to pay more than a nominal interest to our shareholdersfor several years.

Shares in Sockport Hydro cannot be sold or traded and there is no prospect of them ever being
worth more than their nominal value.

You may lose the value of your shares. Asan Industrial and Provident Society, Stockport Hydro Ltd
doesnot need to be authorised by the Financial Services Authority to take deposits by issuing these
shares. It isnot regulated, to the extent that it is taking deposits by issuing shares. Therefore, the
money you pay for your sharesis not safeguarded by any depositor protection scheme or dispute
resolution ssheme. Stockport Hydro Ltd haspaid up capital and reservesof £3. If insufficient money
israised for the scheme you will receive your money back in full.

10

PDF created with pdfFactory Pro trial version www.software-partners.co.uk




Cur shares are not GnvestmentsOfor the purposes of the Financial Services and Markets Act 2000.
Therefore, you do not have the level of protection that you might otherwise be offered by the Act.
In particular, this document does not need approval (and has not been approved) by an Gipproved
personOunder Section 59 of the Financial Servicesand Markets Act 2000.

This issue of shares is not regulated by the Financial Services and Markets Act 2000 or subsidiary
regulations. This document is not regulated by the Prospectus Regulations 2005. Those regulations
do not apply because there is a specific exemption for industrial and provident societies that
conduct their business for the benefit of the community.

You should buy shares only with money you can afford to have tied up, without interest, and
without capital appreciation, for several months or longer. You should buy shares only with money
that you are prepared to lose.

The Rulesof Stockport Hydro Ltd are available for your inspection by contacting Steve Welsh atE
Steve.welsh @h2ope.co.uk or
Lower Mount Farm, Mount Lane, Todmorden, OL14 8D (registered address of H20PE)

9. Terms and Conditions for applying for Shares

a. Your Application
You cannot withdraw your application for shares after we receive your application form.

The Directorsdo not have to accept your application for shares. They may decide not to issue shares
to you or may allocate you less sharesthan 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.

b. Your Payment

The Directorswill acknowledge receipt of your cheque and application. They may cash your cheque
asoon asit isreceived. Sockport Hydro Ltd will hold your money on trust for you in a separate
account until Directorsconsider your application, which will be after the offer closes.

The Directorswill return your money to you (within twenty eight daysof the Board of Directors
meeting at which we consider your application) if they decide not to issue sharesto you. If they
decide to issue fewer sharesto you than you applied for, they will return the balance to you (within
twenty eight daysof that Board of Directors meeting).

The money will belong to Stockport Hydro Ltd (and the Directors will no longer hold it on trust for
you) as soon asthe Directorsissue sharesto you (to the extent that they take it as payment for
shares).

The company will not pay you interest on any money it returnsto you.

c. Your promisesto us
You promise that:
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Your cheque will be honoured on presentation.

* You, asan individual, are at least 16 yearsof age.

You have authority to sign the application form. If you are signing it for another person, you will
provide the Directorswith evidence of your authority to sign if they ask to see it.

You will supply uswith proof of your identity and address, if the Directorsask for it. We may need
to do thisto comply with the Money Laundering Regulations 2003. The Directors may have to
hold back your sharesuntil they see this.

* You are a British Gtizen and resident in the United Kingdom

10. Demutualisation — protection from “carpet-baggers”

You may not benefit financially from your sharesif Sockport Hydro Ltd converts, or transfersits
businessor iswound up. In thiscase, the only financial benefitsyou may receive from your shares
are the possibility of interest (at alow rate).

11. The possibility of the return of the money you pay for your shares.

The directors draw your attention to your obligations under rule 14 of Stockport Hydro Ltd’s Rules,
regarding the windfall if the Society converts, transfers its business, or is wound up. Should any
greater financial benefit come into your hands, it will belong to such charity or community benefit
society aswe may nominate from time to time. You are to hold the benefit on trust for that charity
or community benefit society. To secure that (and your obligations under Rule 14.2 of our Rules) you
appoint as your attorney the person holding office (from time to time) as our Secretary. That
appointment is irrevocable. Your attorney has power to sign ®on your behalf Ban undertaking for
which we may ask in accordance with Rule 14.3.

12. Miscellaneous
* The law of England appliesto these terms.
* The courts of Ehgland and Wales have non-exclusive jurisdiction.
* You will be bound by the rules of Sockport Hydro Ltd (as may be amended from time to
time) if the directorsissue sharesto you.

Theregistered office for Sockport Hydro Ltd is:

1 Crown Sreet, Hawk Green, Marple, Stockport, X6 7JH

Advisers and Bankers
Solicitors: - Coffin Mew LLP, Kings Park House, 22 Kings Park Road, Hampshire, SO15 2UF

Bankers: - The Royal Bank of Sotland
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How toinvest - Individual Applicants

To become a member requires the purchase of shares. Each share costs £1. Each shareholding member has one
vote, regardless of the size of their shareholding.

For this offer, the minimum shareholding is £250. The maximum permissible shareholding is £20,000. Applications
must be received at the office of Sockport Hydro Ltd no later than 5pm, 9 June 2010.

Application form
I/We wish to become amember of Stockport Hydro Ltd in accordance with the rules, & apply for:

£250 (min) £500 (min for | £1,000 £2,000 Other £20,000 Max
BSTax Relief)

of Ordinary shares, and enclose payment for that amount (cheques payable to Stockport Hydro Ltd).

Name and address:
First name(s) in full

Last name
Address
Telephone
E-mail

For joint applications, all applicants (up to 4 persons) must sign in the space below...

Agreement
| am at least 16 yearsold.

| agree to be bound by the Terms and Gonditionsincluded in the attached prospectusand the Rules of Stockport
Hydro Ltd

I understand that the Society’s Board may reject my application and does not have to tell me why it hasbeen
rejected.

Data protection & money laundering

The data provided by you on thisform will be stored within a computerised database. This data will only be used
for STOCKPORT HYDRO LTD purposesand will not be distlosed to a third party. It isa term of the offer that to
ensure compliance with the Money Laundering Regulations 2003, STOCKPORT HYDRO LTD may at its absolute
discretion require verification of identity from any person seeking to invest.

Sgned asadeed

Date

Please return, enclosing your cheque, to: Sockport Hydro Lid, 1 Grown Sreet, Hawk Green, Marple, Sockport, K6 7JH

For more information please contact Seve Welsh at steve.welsh@h2ope.co.uk
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