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Executive Summary

Local Initiative for Future Energy (LIFE) CGaoperativeJnc., has emerged to provide leadership in

the Region of Waterloo in the development of commuoWyed renewable energy projects. LIFE

is currently developing 2MW wind power project near the village of St Agatha, ON. While the
co-op is likely to expad its portfolio, the current business plan and financial forecasts are based on
this project alone. As of this writing, LIFE is negotiating a supply agreemenEMERCON our
chosen supplier, which will include a comprehensive supply and service paok#geturbine.

Enabled by OntarioOs Green Energy Act (2009), a renewable enegygao help local

communities of investors to participate in the modernization of OntarioOs electrical infrastructure.
LIFE Co-op is among the earliest renewable ene@pps in Ontario, and is well placed to be

among the leaders in getting its project(s) off the ground. The St Agatha Wind Project was recently
approved for fundingfrom the Community Energy Partnerships Progratmchwill provide LIFE

Co-op with up to $20,000 to pursue various peenstruction tasks associated with the project.

LIFE intendsto sell shares in the project to local investors to raise roughly 35% of the overall
capital cos(estimated at $5.8 millionDur initial projections suggest a pgax IRR of 89%, and
investor dividends of between 4% and 6% over 20 yearepJueference shares are redeemable
at a par value (equal to their purchase price) of $50. LIFE is committed to employing local
consultants and service providers where possiié to donating 10% ahareholdereturns to
other local environmental, educational and community initiatives.

Our besicase scenario indicates the turbine could be producing power B30h8d A number of
risks do exist which could delay the commissigndate or even cause the project to terminate.
These are outlined in Secti8n

LIFE aims to attract members and investors who share its values, and who will therefore appreciate
that there is more to OinvestingO than financial returns. Nonetheldssranial forecasts indicate

a healthy return on capital that makes it that much easier to makehhievigstment choice. LIFE

looks forward to serving the demand for socially responsible investment opportunities through this
project.

For further infemation please contact LIFE €, atinfo@lifecoop.caby phone at 866-889-9155
or have a look at our website\w.lifecoop.ca.
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1. The Co-op

The Local Initiatve for Future Energy Goperative Inc. (LIFE C@p) is a renewable energy-co
operative with its head office @he Treehaus Collaborativedfkspace260 King St W.,
Kitchener N2G 1B6 LIFE Co-op was incorporated in 2006, and operates under thepE@tve
Corporations Act (CCA; 1990). LIFE Gap has submitted its Articles of Amendment, to the
Financial Services Commission of Ontario, in order to become a Renewable Enerpgr&iive
in accordance with amendments to the CCA resulting from the GreernyEetrg he ceop has a
dedicated Board of Directors and (asJoly 2011)just over 100members; it has no permanent
employees, but does retain consultants as needed to assist with oparatiodisig a ! time
project manager

LIFE Co-opQs vision i® foster community investments in sustainable resources to reduce our
environmental footprint LIFE is focused on promoting communiyned renewable energy
projects that make wise use of local resources, and that also offer an investment vehicle for
membes who want to invest in renewable energy assets.

LIFEOs planning and operations have centered on two energy technologies: wind and biogas. At
present, its only active project is the St Agatha Wind Projduth is aimed at developirggco
operatively owmed wind turbiné.

As a caeoperative, LIFE Ceap is guided by the eoperative principles, which include democratic
ownership and member involvement in decision making; independence and autonomy; member
economic involvement; education; cooperation witiheo ceoperatives; and concern for

community (See Appendix 4: Guperative Sustainability).

The coop approach to renewable power generation has many advahtggesapshe main

advantage is that it enables the communities where power facilitiexated to reap the many
benefits of participation in renewable power generation. These include the satisfaction of fostering
environmentally friendly electrical power generation, the financial rewards of a sound investment,
and the justified community mre in building and completing such a project in aperative

manner. LIFE Cap envisions its projects providing a means for strengthening local
environmental, business and social networks, and for ensuring that the local community will enjoy
returns fom the ProvinceOs public investment in renewable energy through tHe-Feeidf (FIT)
program. Both factors will increase the communityOs capacity to develop future projects that
generate money, reduce pressure on the environment, and contributaltoawasion.

! A biogas feadiility study and a business plan were completed in 2009, with funding from the Agricultural Co
operative Development Initiative (AGDI). Russ ChristiansoriBiogas Business Pl&@nMarch 2009.

2 A number of these advantages are outlined in the OntariaiBakte Energy AssociationOs (OSEA) "Community
Power Guide Book" \ailable free to OSEA members. Se#p://www.ontariesea.org/under OPublicationsO.
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2. The Project

LIFE Co-op has been interested in developing a wind project since its inception, and tteedirec
have spent countless hours over many yesssarching the wind industry, learning about technical
issues, and examinirtge potential for wind development in Wilmot Township and surrounding
area. After carefully surveying the Township, and conducting a number of preliminary wind
assessments (often atop farm silos) between 2004 and 2007, the Directors {&shailpifity sudy

to determine the best locations and to consider project viabilitye analysis of the wind data
pointed to the area around the town of St. Agatha as the most suitable location for the test tower
and (in time) the turbine.

Upon completing the prieasiblity study, LIFE received a $4000 grant from the Community

Power Fund (CPF) to further explore the projectOs feasibility. In August 2008, with the aid of the
CPF funding and a loan from the Wellingtévaterloo Community Futures Development
Corpomtion (WWCFDC), LIFE erected a sixtyieter wind test tower at a site just West of St.
Agatha, on the property of John Detzler, at 1809 ErbOs Road. The test tower has now been
collecting wind data for more than two full years. For the first year, thendetdransmitted to and
analyzed by Ortech Power Inc., a recognized leader in wind data analysis and consulting. OrtechOs
summary report showed average speeds, directions, and variations, from which calculations of
power yield can be done based on turbirmmufacturer specifications. The wind data analysis
showed an average wind speed at a height of 60m of 6.23m/s, and at 80m of aboutfh&ruk.

two yearsO data was analyze@®EBERCONtechnicians, and suggested an average-ierng wind
speed at theite of 7.2 m/s. Whileltese wind speeds are unlikely to attrmajor wind farm
investmentsthe wind data, power yield calculations, and financial modeling based on tipei¢dT
scheduldsee below), indicate that wind power can be a viable investmesdiftecommunities in

Waterloo Region (see Section 6, OThe ProductO; and attachrmeANQAL FORECAST ST
AGATHA WIND PrROJECTO.*

Through some years of industry research, it has become clear to LIFEOs Directors that few turbine
manufacturers are inested in supplying small projects. Thus LIFE has decided to proceed with a
project plan centered upon the use oEANMERCONmMachine. Headquartered in Germany,
ENERCONis one of the worldOs leading windbine manufacturers, with someo7of the global

market, extensive experience working with small developers, and prelrabletechnology.
ENERCOND<Canadian headquarters are in Montreal, Quetheccompany has a growing number

of projects in Ontario, and is committed to providmgstandingong-term ®rvice forall its

customers

% Khaled Nigim, Linda Laepple, Yvonne Zyma, Reasibility Study, August 2008

* As theENERCONforecasts are based on two full years® data and a more precise methodology, these have been
used as the basis for the financial forecasts.
5
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Depending on theuccess of this first projedtIFE may expand its operations to develop more
turbines in the area. LIFE is currently seeking interested landowners and potential financial
partners. The firswind project s thus a learning opportunity, a flagship to hggperatgublic

attention and interest, and a waybtdld financial and social capital for the-op. For all these

reasons, the first turbine may be seen as a building block for the future, a meanaaswehd.

The turbine will draw attention to LIFEOs pioneering efforts in generating renewable energy under
the ceoperative model in Waterloo Region.

The Project Team

LIFE is led by a volunteer Board of Directors. The Board has retained a project
manager and a number of other consultants to lead project development.

Shane Mulligan, Radicle Consulting B Project Manager

Shane began working with LIFE in July 2010. He leads therdmation of the project and the use
of funds received from ranting agges, including the Community Energy Partnerships Program.
He has led successful grant applications for LIFE with the@@oators Foundation and the CEPP.
ShaneOs background is in political science and environmental politics and policy atelgsis
experienced lecturer and educator, and has taught a range of university courses on politics,
environment, energy, and economic developntgéatecentlysuccessfullicompleted the Go
operative Management Certificate Prograithe Schulich School @dusiness,York University.

Ingo Koenig, Koenig Consultants Inc.b Project Management & Finance

Ingo Koenig joined in a partnership agreement with LIFE in February, 2011. Ingo is Managing
Partner of Koenig & Consultants, Inc., in Torondt://www.koenigconsultants.gaingo has

many yearsO experience in developing renewable energy prafects an owner of a number of
wind farms in Germany. Ingo has built a strong knowledge of issues around renewableardergy
finance, and has made a number of presentations to industry conferences.

AET Consulting, Kitchener B Natural Heritage Assessment

AET (http://www.aetconsultants.cojrhas many yearsO experience in envissriai consulting on
renewable energy projects. AET will be conducting the bulk oivitrlx on assessing the natural
heritage of the project area and providing advice and reports regarding the potential impacts of the
project on birds, bats, and other wild] as well as water body studies.

Ortech PowerbWind Data Analysis

Ortech(www.ortechpower.coljrwas commissioned to receive and analyze and summarize data
from the first year of wind test tower. OrtechOs aimtyas sufficient to encourage LIFE to
continue with the projecOrtech mayechosen tgerform a final analysis in order to satisfy
lenders of the probable energy production.

6
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Arcadian Projects B MET tower erection
Arcadian projects erected LIFEOstivET tower in 2008. LIFE will continue to work with
Arcadian on its future projects.

ENERCON DTurbine Supplier

LIFE has been in contact wWilENERCONSsince early in its development, with both the German
head offices and the Canadian office in Montre&, ENERCONIis one of the leading wind
techndogy manufacturers in the world; a recent analysis by MAKE Consulting rafiK&iRCON
5" in the world, with a global market shareatfout7% .

Efforts to negotiate with other turbine manufacturers revealemhergl lack of interest in working

with smaller project&ENERCONhas proven distinct in this, as it has been very willing to help

LIFE in planning the project, including running an analysis of two yearsO worth of wind data at no
charge ENERCONalso pionered with itsPartnerkonzepservice agreement, which over 90% of
ENERCONDs international customers have signed. LIFE feels confideBNE&RCONoffers the

best product and service agreement available to small projects, and we lookl torwarking

with them.

Yet to be determined:
Marketing consultants
Engineering and construction team(s)

3. THE INDUSTRY

The energy industry in Ontario is highly regulated, and until recently involved only a small number
of players. Ontario Power Generation (OPG) piams about 70% of OntarioOs electricity supply,

with the remainder produced by Bruce Power (a limited partnership that runs the Bruce Nuclear
Power Plant at Tiverton) and a number of smaller generators. The development of renewable
energy is allowing a lge number of smaller players, including individuals, municipalities, and co
operatives, to participate more fully in the market.

The OPAOmitegrated Power System Plana plan for OntarioOs power supply developnuent f

the next 20 years. The firgeraion of the IPSP, delivered in 200dcuses on Oimproving current
natural gas and renewable power, at a sustainable and realistic cost.O The mamiithg ch

economic and policy environment has encouraged the Ministry of Energy to develop a revised
SupplyMix Directive to steer the OPAOSs revisions to the IPSP. The Supply Mix Directive, recently
closed to public comment, indicates that the IPSP revisions will be based on a number of

® See Wind Energy Market Share 20:MAKE Consultingd http://www.evwind.es/noticias.php?id_not=10822

should be noted that rapid expansion in ChinaOs wind industry in recent years has reduced the global market share of
European manufacturers; two of the top 5 glabahufacturers are now Chinese, and serve primarily the Chinese

market.
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assumptions:

¥ Demand will grow moderately (about 15 per cent) between 26ti(2030.

¥  Ontario will be codtee by 2014. Eliminating codired generation from OntarioOs supply mix will account for
the majority of the governmentOs greenhouse gas reduction target by 2014. Two units at the Thunder Bay coal
plant will be @nverted to gas and Atikokan will be converted to biomass. Two additional units at Nanticoke will
be shut down in 2011.

¥  Nuclear power will continue to provide approximately 50 per cent of the provinceOs electricity supply for the
foreseeable future

¥  Ontario will continue to grow its hydroelectric capacity with a target of 9,000 MW. This will be achieved through
new facilities and through significant investments to maximize the use of OntarioOs existing facilities.

¥ OntarioOs target for clearnewable energy from wind, solar and biergy is 10,700 MW by 201@xcluding
hydroelectric)laccommodated through transmission expansion and maximizing the use of the existing system.

¥ Ontario will continue to grow the clean energy economy througbdhgnuation of FIT and microFIT programs.
This sourcing will represent from 116% of OntarioOs demand in 2018, up from about 3% in 2009. A significant
portion of this will be achieved by the conversion of efir@ld stations to biomass.

While the goernment has not set specific targets for wind power, the planned growth of
renewables, along with the continued commitment to the FIT program, sutpgésenewable
energy as a wholeill grow by some 500% over this period. This suggests ample opp@suioit
new suppliers to enter the industry.

Wind power capacity currently makes up about 3% of OntarioOs electrical capacity (that is, 3% of
all the power that could be producaida given timg and produced about 1.6% of all the electricity
consumedri Ontario in 2009. According to Industry Canada, OWind energy is the fastest growing
renewable energy source in Canada with an average annual growth rate of 60 percent since 1998
with installed capacity increasing from 26 megawatts (MW) in 1998 to 3,A82blsummer of

2010: 950 MW of that was installed in 2009. Canada is expected to experience significant growth
in the upcoming years.(Yet CanadaOs expertise in the wind power supply chain is limited to
blades, towers, base frames, and inverters. Ciyrevind projects depend almost exclusively on
European and U.S. suppliers for turbines and other key components. A 2008 gowrackedt

study entitled OOpportunities for Canadian Stakeholders in the North American Large Wind
Turbine Supply Chaif@howael that there are hundreds of Canadian firms that have or could easily
acquire the technical competence to supply components for wind turbines, and a number have
already made the shift to meet the needs of the new industry. OntarioOs FIT program provides a
key government incentive to building the wind supply chain industry. The principal means is
through the FIT contract stipulation that projects must conform to Odomestic contentO (DC) rules;
for wind projects receiving contracts in 262012, the DC of amject (including Osoft costsO like
engineering work) must be 50% or moféese requirements are intended to spur the industry and
job creation in the province, and there is significant evidence to suggest that they have begun to do
So.

® OOntarioOs Long Term Energy PlanO, Ministry of Energy, 2010, p. 10. Retrieved from
http://www.mei.gov.on.ca/en/pdf/MELTEP_en.pdfJanuary 3, 2011.

" http://www.ic.gc.ca/eic/site/weie.nsfleng/homelanuary 3 2011.

8 http://www.ic gc.caleic/site/weiee.nsf/eng/00146.html
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To be sure, thagh, not everyone is in favour of wind energy. In particular, a number of local

groups have come together to oppose local wind projects, and a vocal coalition exists in Wind
Concerns Ontario (WCO). These protesters are often accused of NIMBYism, butethabtlo

deny that local opposition can make the way difficult for wind developers. Many of the public
concerns with wind OfarmsO center around effects on property values and potential health impacts.
Opponents have engaged in a pattern of attendanceraloeatevents, and speaking

authoritatively about health impacts based on largely anecdotal evidence. While there is certainly
evidence that some lives have been affected by the introduction of wind turbines in certain areas,
there are as yet no validatedentific studies that would suggest direct health effects, and

OntarioOs Chief Medical Officer of Health has stated that there is no scientific evidence to suggest a
direct link between wind turbines and health impaciore recently, the Ontario Ceffje of

Family Physicians and the Registered NursesO Association of Ontario, along with the Asthma
Society of Canada and Ontario Lung Association, have sponsored a series of advertisements in
favour of renewable energy productith.

4. The Rules

OntarioOAction Plan on Climate Change aims for major reductions in greenhouse gas (GHG)
emissions by shifting to renewable energy sources and actively building a culture of energy
conservation and efficiency. The action plan targets Ontario to reduce GHG esiiessonper

cent below 1990 levels by 2014; by 2020, to 15 per cent below 1990 levels; and by 2050, to 80 per
cent below 1990 levels. Wind energy systems have a role to play since they reduce greenhouse gas
production by producing energy with no harmfoiissions.

Wind energy has been at the forefront of OntarioOs renewable energy planieiagsincethe

2006 release of the Renewable Energy Standard Offer Program (RESOP). Wind and solar were the
two main renewable energies upon which the RESOP mweeslahowever, due to the pricing

structure, which granted a rate of $0.11/kWhviiord projectsand $0.42/kWh for solaonly wind

projects were financially attractive, and solar made little headway under the program.

Under OntarioOs ne®reen Energyrad Green Economy ACGEA), the Minister of Energy
direcedthe Ontario Power Authority (OPA) to develop a "feedariff program”. The Feedn-

Tariff Programbuilds on the experience with the RES@Rd offersa new pricing scheme in

which wind poweiis purchased at a rate of $0.135/kWh to $0.15/kWh, and solar at rates of $0.443
to $0.802/kWh (as of August, 2010).

® http://www.news.ontario.ca/mohltc/en/20@6/newreportfrom-ontarioschief medicatofficer-of-healthsaysthere
is-no-directcausallink-between.htm| the CMOOs full report is at
http://www.health.gov.on.ca/en/public/publications/ministry reports/wind_turbine/wind_turbine.pdf
¥Doctors and nurses back wind and solar poWeronto Star, April 11, 2011. Online at
http://www.thestar.com/business/markets/article/9729dstorsand-nursesbackwind-andsolarpower.
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The GEAreceived Royal Assent on May 14, 2088d is widely seen &@3the most advanced piece
of renewable energy legislature in North Ainar®" The required regulatory changes and policies
that flow from it include a range of measures shown in Table 3.

Table 3: Key Measures Included in OntarioOs Green Energy Act

More Renewables Culture of Conservation

1. Creating a new attractive feéualtariff regimeba pricing 1. North American leading energy efficiency

system for renewable energthat will guarantee rateg standards (Energy Star) for househafgbliances,
and help spark new investment in renewable energy including efficient use of water

generation, increase investor confidence and acces 2.  Mandatory home energy audits prior to sale of
financing homes

2. Establishing the Oright to connectO to the electridity| 3. Making energy efficiency a central tenet of
for renewable projects OntarioOs Building Code

3. Establishing a streamlined approvals process, inclug 4. Green Ontario government and broader public
providing service guarantees for renewable energy sector buildings; including the developmeit

projects and a Renewable Energy Facilitator conservation plans

TheFIT programdictates theules, contracterns, and pricingavailableto prospective renewable
energy generators like LIFE @p. The tariffs are differentiated by energy soifael type,
generation capacitynd the manmeby which the generation facility is uset&ployed, installed or
located"® The FIT program was launched in September 20Gthle 4 shows the Feéd Tariffs
currently availablédrom the Ontario Power Authority.

Table 4: Feedin Tariff Price Schedule™

Renewable Fuel Size Price Community
($/kWh) [ Adder ($/kwh) | Price Escalator
Biomass
" 10MW $0.138 $0.004 20%
> 10MW $0.130 $0.004 20%

" Green Energy Act Allianceyww.greenenergyact.ca/Page.asp?PagelD=122&ContentID=V5914, 2009

12 Green Energy Act Alliance. (2009YlcGuinty Government Announcement Positions Ontario as Renewable Energy
Leader Retrieved November 6, 2009, from source:
www.greenenergyact.fRage.asp?PagelD=122&ContentID=1314&SiteNodelD=215&BL_ExpandID=

13 Ontario Power Authority. (2009FIT Price ScheduleRetrieved November 6, 2009
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Biogas
Onfarm " 100kW $0.195 $0.004 20%
Onfarm > 100kW " 250kW $0.185 $0.004 20%
" 500kW $0.160 $0.004 20%
> 500kW " 10MW $0.147 $0.004 20%
> 10MW $0.104 $0.004 20%
Waterpower
" 10MW $0.131 $0.006 20%
> 10MW " 50MW $0.122 $0.006 20%
Landfill gas
" 10MW $0.111 $0.004 20%
> 10MW $0.103 $0.004 20%
Solar PV
Rooftop " 250kW $0.713
Rooftop > 250kW " 500kW | $0.635
Rooftop >500 kW $0.539
Ground Mounted < 10kW
Ground Mounted > 10kW $0.443 $0.01
Wind
Onshore Any size $0.135 $0.01 20%

The FITprovisiors of the GEAreflect akey element of successfetforts to enable renewable
energy elsewhere, and have been widely used in Europe, China, and in partsaof 3dmee 23 of
27 European states have some form of FIT program, and these are clearly connected to the
expansion of renewables on that continefhg implication of this provision in the bill is that
Ontario plans to more closely follow successful pcadtielsewhere.

The Green Energy Act (GEA) also amends theoerative Corporations Act. It allows renewable
energy ceops to generate and sell to the grid as much electricity as they are able, without regard to
the amount of energy their members arescomng. This makes renewable energyops exempt

from the standard eoperative "business with members" rule (also known as the 050% RuleO).

The amendments also allenenewable energy eops to distribute their surplus in any way they
choose, as set bin their bylaws:* These measures make it much easier fespratives to form
around and benefit frotiis new field of activity.

5. The Technology

After extensive consultations with potential turbine suppliers, LIFBEbas decided to work
with the German firmENERCON in developing this projecENERCONIis one of the leading
turbine manufactureiig the world, supplying abou®4d of the global wind markecENERCONhas

4 See OTipfor Renewable Energy Gaperatives Relating to Articles of Incorporation and AmendrieRtnancial
Services Commission of Ontario, tetp://www.fsco.gov.on.ca/english/regulatefaps/tipsrenew.asp

11
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played a strong role in advancing community wind projects in Europe, and leadeddc

commitment to do so in Ontario. After considerable consultation with the company, along with the
pro-bono analysis of site information and wind dateEBNERCONTtechnicians, LIFE has decided

that its aims will be best achieved with a 2 MMMERCONturbine, the EB2. The E82 has a

rotational diameter of 82m, and a total swept area of 5,28Itrwill produce power at wind

speeds as low as 2m/s (g¢ntspeed), and produces its maximum power output-anis3 while

finally cutting out between 284mk.

5.1 Energy Yields

Our wind data from the test tower attached irsummarizedorm (Appendix FBunder
constructiof. According to the summary analyfism ENERCON the average windoged at
60m is approximately 6rb/s,and at 98nbthe planned huheightbis approximately 7.2 m/s.

Gross energy yields, as calculatedElyERCON indicate a power production potential of
approximately 6,412 MWh/year. We have taken a reduced estishi@#é) on which to base our
financial projections. The lower estiteagives power production of 5,771 MWh/yedhedata
thusindicate a healthy wind with sound energy production potential.

5.2 OperationX Maintenance

Once the turbine is commissioned and testedE(g RCONtechnicians), its operatiaa
effectively asomated and managed by internal control systems. Efficiency and power output will
be subject to remotmonitoring through th&ENERCONSCADA remote monitoring system.

ENERCONSCADA has been a proven system for remote wind farm control and

monitoring formany years and is also a vital elemenENMERCONDs service and

maintenance concept. Introduced in 1998, this dependable system is now used in more than
6,500 wind turbines worldwide. It offers a number of optional functions and interfaces to
connectENERQON wind farms to the grid while meeting demanding grid connection
regulations. Due to its modular desi§NERCONSCADA expansion is simple and

flexible and can be adapted to custorsgecific applications. Since adaptation to the

respective technical and@omic conditions of wind farm projects is excellent
ENERCONSCADA assures maximum output valdés.

The SCADA system will aleEENERCONof any malfunction, thus expediting serviened any

repairs that might be needdeNERCONguarantees 97% operabilityder its O&M service

agreement (Partnerkonzept, see below); in recent years they have maintained approximately 98.5%
operating ability among their turbines.

1SENERCON, OENERCON Wind Turbines: Technology and ServiceO, p. 31.
12
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Through theENERCONService Information Portal, data gathered under the SCADA system can
also be mnitored remotely by the Gop. Power output and quality will also be monitored by the
Local Distribution Company, Kitchen&ilmot Hydro, through their metering system.

ENERCONoffers a comprehensive maintenance agreement under the title of Partaptkonz

(EPK). As the name suggests, the relationship is one of partnership, involving sharing of risks and
a clear stake in the project BNERCON "#$%!&'()!*+!,!1#-! .[.012/  348)&%$)(&5#)(6!
784&#9%%$4!():k 1#- I5&H9%4&5FP0$9()! 7848&#9%38%!45?Y01()!. @A!(?$%%9%6¥.B

The Partnerkonzept covers 100% of maintenance and repairs, including parts, required as a result
of normal wear and tear. (It does not cover damage from accidents, lightning strikes, etc., or third
party damages.)

The agreement entails annual fee based on turbine output, withfixad cost range fothe first
five years of $3@00 (min.) to $45,000 (max.) per yetusin goodwind years, the owner will
pay more t&ENERCON and in poor years will pay lesBhe price for the first fivgrears is shared
50% byENERCON in years €12, the range is $6000- $85,000. The agesnent will be subject
to renegotiation after 1years.

Terms of the PartnerKonzept Maintenance Agreement:

Warranted Availability: 95 % for the wind farm per year for the first two years,
and 97 % thereatfter.

Duration of EPK Agreement: 12 years

Costs Year 1 B5: $0.009 / kWh
(minimum per WEC: $30,000; maximum per WEC: $42,500)

Costs Year 6 B12: $0.018 / kWh
(minimum per WEC: $60,000; maximum per WEC: $85,000)

As the anticipated power output from this project (in kWh) would put us above the maiRKim
cost per turbia, we have budgeted for the maximum.

* ENERCON, OENERCON Wind Turbines: Technology and ServiceO, {59.56
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6 The Market

6.1 Marketing the Power

The market for grieconnected renewable power production is by no means an opéh one.

Currently, he OPA sets the price for power purchase, determines when a project candxtanh

to Othe gridO, and directs local distribution companies (LDCs) to arrange connections and monitor
safety and other requirements. As a producer, LIF®oan only sell its power under a FIT

contract (unless it is willing to sell at the wholesaiegy which would be insufficient to deliver
reasonable returnsr to a distributor like Bullfrog Power, which is currently unable to compete

with the FIT contract rates. TheOPA isthusthe sole customer forlEE CoopOs electricity

product

At this point, then, the key to successfully developing the business is to 1) @eontectunder

the FIT progranand 2) successfully develamd markethe project. Given the potential for

political (and policy) changes, LIFE believes that time is of Hsemlce, and hopes to secure a
contract offer during the summer of 2011. LIFEQs application to the FIT program was submitted in
April 2011(OPA FIT-FIXJQMU), and the OPA aims to respond within 60 days. Once the contract
offer is received, the marketing tfe electricitypthe producbis effectively taken care of.

6.2 Marketing the Project

As noted, the FIT price and 3@ar contracts are designed to make a reasonable profit available to
renewable energy producers. LIFE-@o aims to make these profésailable to the community of
investors. LIFE alsmtendsto contributean amount equal tb0% ofshareholder returrts local
community projects through its Community Development Fund

The main promotion that will be undertaken by LIFE&@Dwill be inattracting local citizens to

become members in the-op, and to encourage members to invest in the projéet economic

model requires investment from community members and LIFEOs share structure allows citizens of
all walks of life who support the emenment and renewable energy to invest in the project. The
pooling of community capital through the-operative model is one of the key advantages offered

by LIFE Cooperative Inc.

Community meetings, kitchen table meetings with families, local mederage, a simple
brochure, regular newsletters and updates (mailed out electronically), and the LdpEn@€bsite
havebeenthe main promotional vehicles usteddate Recently, LIFE moved its office into central
Kitchener, with the hope of improving oppuanities to reaclout to the urban communities of

7 Grid-connected is to be distinguished from @pifiO electricity generation for use by homeowners or small industry.
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Kitchener, Waterloo, and Cambridge, whose populations together total near 500,000 potential
memberihvestors.

LIFEOsnembership agreement requires new members to commit to purch&imss5A
Preferenceéhares, at par value 0$50 each, within 6 months of our offering statementdein
receipted. This is a minimum; LIREill be encouraging members to invest a larger amount, and
will direct its marketing efforts toward an (average) investment of $100ther ceops, such as
Toronto Renewable Energy @p (TREC) have dund that individual investmeit a wind project
co-op may averagabout $1000, while corporate investment pushes the average Higtieking

with aconservative estimate of $100®estrrentper member (both individual and corporate),

LIFE aimsto attract a minimum of 2000 local citizens and companies to become members (2000
members x $1000/member = $2,00@08mounting to approximately B#of the total project

cost). To date we have jusD0 members, but the -@p continues to ramp up its promotional work,
and has worked to insure a presence at various agriculture and energy events in the local area and
regionally. The ceop is currently investigating opportunities and costs for hirnofeggsional
marketing consultants to help achieve our membership dd&s:aimsto buildits membership to

200 by the end of 2011, and to reach 2000 by our commissioning date (est. summer 2013).

6.3The Shares

Shares in LIFE Cmoptake two formsMembership or common shares, and Preference or
Preferred shares.

A membership sharemust be purchased by each individual or bodg esndition of

membership in the eoperative. The cost, or Opar vattie©f a membership share is $1The

share has no expidate. Membership shares are redeemable upon a memberOs withdrawal from the
co-operative. The GopOs Articles of Incorporation authorize the issue of up to 3000 membership
shares, for a total capitalization of $525,000.

Preference Sharean be purchaseoy members (currently) and nramembers (only after an

offering statement is receipted). The Opar valueO of all Class A Preference Shares is $50. Preference
shares are the primaryviestment vehicle for the emp. They do not expire, and are redeemable

upon demand, subject to limitations indicated within theoperative Corporations Act.

LIFE Co-op is authorized by its Articles to issGéass APreference Shares in up to four OSeriesO
Al A2 A3 ,and A4

Series A.1 shares are designated as receavi20% premium over other Class A shares. This is
intended to encourage early investors, who are taking a higher risk in the early development stage
of the ceop and the project. Series A.1 is limited to 4,000 shares, for a total investment of
$200,000. Tis figure of $200,000 is a limit imposed by the-Guerative Corporations Act for €o

18 personal communicatiomith Evan Ferrari, former Director of TREC
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ops to raise funds through debt instruments. Thus thepGoms to finance its early development
costs through Series A.1 sharasd to reward investors who contribfii@ds at this stage. Series
A.1 shares vil no longer be issued once the-op receives a receipt from tRénancial Services
Commission of Ontario (FSCO)

Each member, as a requirement of membership, commits to purchasing 5 Preference Shares ($250
total par value) within 6 months of the-operative having its offering statement receipted by the
FSCO. Investors should keep in mind that Series A.1 shares will not be available after the date on
which the ceop receives a receipt from the FSCO.

** All shares in an Ontario Ceoperatives are Opar valueO shares; these shares retain their original
dollar value, and are not traded on any market. All share purchases, redemptions, and transfers are
subject to approval by the Board of Directors.

6.4 Your Investment Your Electricity

A key to marketing oupower productiorwill be an appeal to the contribution to personal energy
usage, and to carbon emissions reductions, that each investor can nwakdingy to Statistics
Canada, the average Ontario householduwoes roughly 1000kwWh/month, or 12,000kWh/year, of
electricity. Our expectations of the imeOs production are about 8,000 kWh/year, which is
enough to power 475 homes.

So how much would each household need to invest in order to entirelyitsabectricity bills? In
simple terms (excluding inflation, depreciation, and remaining capital after 20 year), the calculation
can be done like this:

$5,800,000/ turbine x 1 turbine / 475 homes = $1210/ home.

This figure represents a 100% offset otikehold energy consumption to renewable fuels. In
addition, it would also represent 100% community financing. That is, if 475 lvamee® invest a
little over $12,D0 each, they will be able to finance the project outfizdmd this will also
generat@owe equivalent tdl00% of their electricity us€.

LIFE does not seek 100% financing from members, but ainevésdge roughly 35% shareholder
equity, with the remainder provided by debt financimis would work out to:

$5,800,000/ turbine x 1 turbine/ 475 homesx 0.35 = $4,274 home.

191 IFEDs forecasts suggest dividends for members of around 5% per year, but if the project were fully financed
through member equity this rate would likely be significantly higher, in the orde®®§.8At 9%, a $12,090
investment would return $1080 per yeahich would offset a significant portion of the average homeOs electrical bill.

1€
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Thus for a modest investment, LIFEOs members can enjoy the knowledge thetapesr
contributingtheir full share of renewable power to OntarioOs electrical grid.

Nonetheless, there is more to energy produdhian the income, as an important advantage of

wind energy technology is not just in the energy produced, benigy replaced Producing

electricity from wind turbines can be expected to offset the amount of power that must be produced
from coal or ntaural gas, fossil fuels which contribute to global warmang air pollution, and the

supply of which is steadily diminishing

Under the FIT contract, the OPA enjoys rigtatsall OEnvironmental Attribut@sgaird from the
project. This would, we belieyinclude any claims tbenefits derived fronemissions reductian
Neverthelesd,IFEQs investorsanjustifiably understand what they are doingisabling the

Province, through th®PA, to reduce OntarioOs carbon emissidngestors cafwe believe)enjoy

the knowledge that a $2000 investment will enable the OPA to offset carbon emissions by about
one tonne annuallyrhat$2000 investment wouldhusmeet an individual®s OOne Tonne
ChallengeO for the next 20 years!

6.5Added Value

The manyaddedberefits of the project can be categorized as ecological, economic, and community
benefits

Ecological/Environmental Benefits
¥ Areduction in greenhouse gas emissions of up to 1000 t/year.
¥ Education through local community meetings, environmental fairs,
enegy tours, and working with other local environmental groups.
¥ Building awareness and acceptance of renewable energy.
¥ Proving the model of communiywned power.

Economic Benefits
¥ Overall returns (pr¢ax IRR) for the project in the-8% range.
¥ Dividends tdocal investors of 4% for 20 years.

¥ LIFE is committed to employing local businesses where possible for
development, construction and operations.

Community Benefits
¥ The project, and profits, will be owned by community members and other Ontario residents

¥ LIFEOs Community Fund will distribute 10% of returns to community initiatives, including
further environmental and educational efforts.

¥ Community ceoperation can help build a sense of pride and collective achievement.
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LIFE Co-op aims to attract membeaied investors who share the values that are achieved here, and
believes that an awareness of these benefits provides a significambnetary benefit to those
investors. Unlike some other naontracted benefits, these vald&sur personal value@arenot
transferable to the OPA under the FIT contract. TheyOre ours to enjoy.

6.6 Market Analysis:How much interest is there in Green investment?

It is difficult to obtain data on individual investment decisions, and this is key to projecting local
interest in supporting the project as an investment option. However, we certainly see broader trends
in Canada that suggest citizens are interested in investing in renewable energy, both as individuals
and as a collective. One indicator is the gdraraportfor wind development as an alternative to

coal and nuclear expansioinother is the growth of Ogreen investment fundsO, which, along with
other sectors of Osocially responsible investmentO, have enjoyed greater than 20% growth in recent
years. As CanadaSscial Investment Organization suggestse@Qundamental economic changes

being wrought by climate change, resource depletion and other issues are driving investors to this
sector with greater and greater frequency. We believe this trend will contthue.O

LIFE Co-op is seeking investors from the local community, especially Wilmot Township, but also
the greater Region of Waterloo. The Region has a population of almost 500,000 (2006 census gave
478,121), andlemographically the Region has a younger, wealttnd betteeducated population

than the Provincial average. The Region also has a significant OgreenO community, represented in
local organizations like CREW (Community Renewable Energy Wateaod Sustainable

Waterloo Wefeel confident thathereare well over2000 willing members/investors among this
population Our challenge now is to find them.

7  The Money

Financial Forecastsare attached in a separate file.

Not least among the reasons why peggile LIFE is for the chance to share in thedincial returns
from its projects. Our financial projectioase based on tteENERCONE-82; ourconservative

wind data analysis suggests that at our site this machine will predowb, 771 MWh (MegaWatt
hours) per year. Under the FIT progreates in eféct (as of September 201 &) communitybased

wind project such as ours will receive $145/MWh for power, which indicates a total revenue from
the project of over $836,000 per year.

20 OCanadian Socially Responsible Investment Review 20080, p. 28.
http://www.socialinvestment.ca/doments/caReview2008.pdf
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The financial forecast for LIFE GopOs Wind Project is based on sevgraksumptions

1)

2)

3)

4)

5)

6)

7

Power production of 5771 MWh/year. Our forecast averages this by month,
though we are aware théietre will be fluctuationsandenergy yield will likely be
lowerin summer and higher in winter. LIFE intends to maintdinancial reserveo
ensure that costseacovered throughout the ydsafore dividends are paid to members.

Lease payments of $18,000/yeaA landlease agreement will be concluded based
on the lease option signed in January 2011. The option stipulates a rental payrakent eq
to the greater of 2% of gross revenues (i.e. receipts from the OPA under the FIT
contract), and $18,000 per year.

Power is sold at $145/MWh.The FIT contract rate, including the community
adder, is $145/MWh. If our yield meets forecasts, the projenild generate some
$836,000 per year from the sale of electricity.

Operation at 97%. Our O&M arrangement witENERCONprovides for a

guaranteed operating capacity of 97%. If the turbine is not performing at this rate,
ENERCONwill compensate LIFE. In adkiibn, our fuel costs are zero! The Service
Guarantee is valid for a iar term, after which an extension can be negotiated.
Assuming increased maintenance will be required in later years, we have increased the
rate for years 1-20 by 50% over years B2.

Member equity equal to 35% of total costs Member apital will cover roughly
35% of the initial outlay. Lender financing will cover the remaining 65%. The loan
amount will be in the range of $3.8 millicat an interest rate of 8%, amortized over the
20years of the project life. This will result in regulaanpayments of some $380,000
per year, against a projected revenue of $836,000.

Office costs of $60,000/yealife will maintain an office an@nestaff person

Within the context of the wind pregt, a partime office manager will work in

conjunction with a limited number of contracted professionals. We expect office costs
of around $60,000 per yeawe anticipate these will rise to $90,000 or more if LIFE
expands its operations.

Total operatig costs, including staff, office expenses, consultants, maintenance,
insurance, and lease payments, are expected to be around $185,000/year.

These assumptions give an annual surplsoofe $28,000 per year, which will be divided among

1) retained earnigs to maintain a reasonable reserve fund,guadnvest in future projectandor

for redemption of shares, dstermined?2)taxes, 3dividendson Preference Shares (est.
$120,000/year = 6% returrgnd 4)dividendsto membersin cash and/or shareBhe precise
allocations are variable, and we have devetop number of possible scenarios, which outline
different decisions on share redemption and surplus. Our two preferred scenarios are as follows.
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Scenario 1: 100% redemptiohshares
1) Member shareare redeemed 100% within 20 years, and no further projects are developed.
Depreciation is represented by share redemptions
2) Retained earnings targeteri$500,000 for project disposal in year 21.
3) Income for the cap is taxed at 13% Federal and 12% Praainc

And the following results: ~
4) Approximately $10,000 delivered through LIFEOs Community Fund.
5) Dividend payments average %lannually, totaling $200,000 over 20 years.

St Agatha Wind Project Scenario 1

Business costs

$88k Redeemed shares
(depreciation) Community Fund
$97k $15k
Income Tax
.ﬁ‘ O"&MI. ' $34k
NET INCOME —
Loan payments $208k ividends R
135k eserve
$3.85k . A < Fund
$25k

Figure 3.1: Revenues and Income, Scenario 1 (full Redemption of Shares)

Scenaio 2: No redemption of shares
1) Member shares are redeemed only as requemtedeplacements are issued
2) Retained earnings aemthusiasticallyapplied to developing further renewable energy

projects (with comparable returnsyhile reserving $500,000 fa@roject disposal in
year 21.

3) Income for the cap is taxed at 13% Federal and 12% Provincial.

And the following results:

4) Approximately $32M00 delivered through LIFEOs Community Fund.
5) Dividend payments average25% annually, totaling $259,0000ver 20years

2C
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6) Over $1.amillion available for leveraging into future projects.
7) IRR of 14.4%.

St Agatha Wind Project: Scenario 2

Business costs,

$88k
0&M,
$90k Dividends,
$147k
NET Income,
Loan payments, $305k

Community Fund,

$16k
e

Retained Earnings,
$109k

Income Tax, $33k

Figure 32: Revenues and Incom8¢enario 2 (No Redemption of Shares)

These two scenarios represent OextremesO of a business plan, with the principal distinction

between them being the plan for redeeming shares. LIFE expects to pursue further opportunities in
the sector, with the expectation that investors will be content with their returns and the knowledge

of supporting further renewable energy projects.

At thispoint, LIFE has noimade a decision as tww it will invest its retained earnings. In line
with the Principle of Capperation amogst ccops LIFE may seek to invest the retainaddsin
startup and established amperatives in Ontario, particularly tts@ in the renewable energy field.

Such an investment strategy might not pay high monetary dividends, but would be in keeping with

the coopOs objectiveslFE may also choose to investtive development of projects that it leads,
including more projectsimed at wind power, or ofarm biogas projects.
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8. Risk Factors

At the current stagm the projectthere are significant risks associated, and there can be no
guarantee that early investors will 4be projectedeturnson their investmenindeed, hey may
lose their investment entirely. (Due to the higher risk, LIFE has determined a premium rate of
dividend will be applied to early shares, of Series A.1.) The principal risks are outlined Deisw.
list is not exhaustive; it does, however, refiaet coopOsleliberationson the most likely factors to
affect the ceopOs success in the near term.

LIFE Co-op aims to produce an offering statement in late 26afiwill provide full, true andplain
disclosure of the conditions of investmeémtjudingrisks,as per the requirements of the-Co
operative Corporations Acthe standard of full, true and plain disclosure is a condition of
receiving a OreceiptO from the Financial Services Commission of Ontario.

FIT contract.

The FIT Program involves arigthy and detailed poess prior to the issue of a binding contract

There is at the moment little assurance ofpidigod lengthetween the time LIFEOs application

was submittedApril 12, 2011) and the time we receive tt@nditionalcontractoffer. TheOPA

recently (February 24, 2011) announced a second round of connection contracts, for over 872MW
of capacity. This is in addition to the 2200MW of capacity announced in the first round (announced
December 10, 2010). The latest announcement clears agadldpplications received up to June

4, 2010. Thus the OPA appears to be working with a backlog of some 8 months between receipt
and contract issuance. Moreover, we are aware that the OPA@artoremergy plan calls for some
10,000 MW (or 10GW) of elercity to be generated by renewables in Ontario. To date the OPA
has issued contracts for over 30% of their target. Many contracts have been constrained by line
capacity, and it is possible that our space on the line will be allotetbtber, if theiapplication

was received first.

Once the FITconditionalcontractoffer is signed, a number of risks remain that could prevent the
project from moving forward. These include possibilities that the program may be changed
(including pricing, contract duriain, and any other changes the OPA sees fit to impose). It is also
possible that a change of government, or a significant policy shift, may lead to the dissolution of
the FIT program in its entirety. Buchcases the cop will likely lose its applicatiofiee ($1000)

but, so long as the eap is in good standing with the program requiremehesapplication
security($10,000)will be returned.Development costs that have been incurred following the
conditional contract offer are subject teimebursemenif the OPA cancels the contracp to a
maximum of $40@00. There is, however, no compensation for the lost opportamityno

interest paid for funds held by OPA

Domestic Content
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As an attempt to encourage industry growth and job creation withari@nthe FIT program

includes a Odomestic contentO (DC) policy. This policy requires that a certain percentage of the
turbine costs (from specific manufacturing phases, and associated activities like construction) be
conducted or sourced in Ontario. TDE requirements are based on the milestone date for
commercial operation, and in our case it is expected that we will be stab#Eebd% DC

requirement. If the cop (via its supplierjailsto achieve this level of DG, will bein breach of

the FIT cantract, and will be unable to hold the OPA to the agreeri¢atwould expect in that

case that the OP#ould be willing to renegotiate a contract, though possibly at a reduced rate.
Depending on the terms offered in that case, LIFE might also pursueractevith a retail energy
supplier like Bullfrog Power. (Bullfrog currently engages #ob10year contracts, typically at a
lower rate than that offered by the OPA.) Any change of contract terms would of course require
significant revision to the busiasg plan and financial forecasts.

ENERCONhas assured us that it currently has capacity to meet the DC requirements as set out in
the FIT Contract Version 1.4, dated December, 200t DC requirements will be those in place

at the time the conditional ntract offer is issued. We do not anticipate the requirements will be
changed to our disadvantage prior to receiving the conditional Bf&ERCONhas also issued a
commitment letter which assures that tle@pectto meet or exceed current and future DC
requirementsThe OPA will review the DC plan prior to issuing a notice to proceed (the power
purchase agreement), and will chéakDC compliance upon project commissioning.

Updated October 2011:ENERCON recently concluded an agreement with the Niagara
EconomicDevelopmentCorporation and the Niagara Region Wind Corporation to supply turbines
for a 7*#turbine project in that Regioandto build at least one mafacturing facility in Ontario

This facility is aimed in part aensuringthat ENERCONcan meet the DC requirements for that
project. The agreement is arguably a model of precisely how the DC requirements of the FIT
contract areneantto work

Connection Impact Assessment.

LIFE has consulted with Kitchend&Yilmot Hydro anumber of times in preparation of its FIT
application, and has been assured plo&¢ntialcapacity for a 2MW project exists on the
distribution grid at the connection point. Howevetiowing receipt of a FlTconditionalcontract
offer, LIFE must applyfor a connection impact assessment (CBAJlistinct process thatay
determine that the project cannot be conneiele distribution grid If the CIA is not

favourable LIFE may abandon the chosen sited/or connection poinand(if possible)may maoe
the project to another sitén this case, LIFE will need to submit another FIT application, and will
likely need to repeat a large number of development activities.

Connection Costs

2 Niagara Region Wind Corporation selects turbine manufacturer; ENERCON will bring turbine manufacturing to
Niagara Regio@ Canada Newswire, September 27, 2(Hdad more aittp://www.digitaljournal.com/pr/434182
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The costs involved in connecting to the grid are unknown atithés tintil electrical engineering
work is conducted in accordance with the CIA. These eoatsbesignificantly higher than we
have anticipated, which will impact the profitability of the projactd may impact the financial
viability of the project.

Shut-off time due to bird/bdnhoiseconcerns

Environmental considerations are an important factor to keep in mind. Depending on the outcome
of our bat and bird assessments, we may be compelled to restrict the operating dates and/or hours
of turbine operationin order to accommodate (and reduce impacts on) migratory birds and mating
bat populations. The need to mitigate these impacts will also depend on resultscoigtsiction
mortality of birds and bats, as evidenced from monitoring of carcasseda@ttoé the windmill.

Other developers have made concessions for these factors, such as shutting off the turbine during
prime bat feeding times.

Due to noise complaints from the local community, some turbine operators in Ontario have agreed
to shut theiturbines off at night in certain seasons. LIFE has not calculated for suebffishut

periods in its forecagthough the forecasts are based on a 10% reduction from the calculated
power production estimate, which may well cover losses from such contieggnci

Variation in wind (daily, monthly, annually).

LIFE has conducted analysiswind datagathered over 24 montlas the site.While the current

data suggests a healthy wind regime that will generate substantial revenues sufficient to provide a
soundreturn on investment, there is a possibility that climate change, development in the area, or
other factors could affect the wind available at the turkand thus the power production and
revenues While LIFE believes it is unlikely that the wind regrwill be affected substantially, it
remains a possibility.

Renewable Energy Approval

The Renewable Energy Approval (RE&)a complexprocessaimed at ensuring that project
proponents have considered the environmental, cultural, and community imptheis pfoject.

Initial results from bird and bat assessments suggest a small risk to wildlife populations, but these
assessments are not yet complete, and are ultimately subject to the judgment of the appropriate
Ministries (Environment and Ministry of Natal Resources).

Archeological (cultural heritage) assessmemas not yet been initiatedt is possible our chosen

site will show evidence of historical or aboriginal importance. This could require that the turbine
be relocated to another part of gr@perty, but it is unlikely that the site would need to be
abandoned entirely.
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The REA alsaequires at least two cealtations with local residents andgth the local

municipality, andpossibly)with aboriginal communities. Concerns expressed by tipeags

must be documented and respondediven the substantial opposition to wind power

developments in Ontarid,is difficult to say how much opposition will be expressed. LIFE has
conducted an initial Oopen houseO, not as part of the REA proegsshabout 30 local residents
came to express a mixture of support, uncertainty, and opposition to the project. It is not clear what
effect opposition could have on the project; elsewhere in the Province, wind projects have
proceeded despite significaspposition within the community.

Once all of the necessary report and documents are submitted to the proper authority, the approval
process may take another 6 months to receive approval from the Ministry of the Environment.

Capital Constraints.

The swcessful completion of the project depends on obtaining sufficient financing. Industry

analysts suggest that a minimum of 30% equity is required in order to assure lenders of the member
commitment to the project. LIFE is aiming higher, for a minimum of @ity finance, or

slightly over $2 million. This capital needs to be raised from members and other investors. If we

are unable to raise the full amount, there may be opportunities to pursue other lines of finance,
including partial supplier finance, awd/attracting venture capital. In no case, however, is it

assured that finance will be available, especially given the current volatility in the global banking
sector.

To offset this risk, LIFE has entered a partnership agreement with Koenig & Consuittants

regarding project finance. The agreement entails a Osuccess feeO of $36,000 ($30,000 in cash and
$6,000 in preference shares) to be paid to KCI upon successiiutifig of the project. This

represents a significant commitment to the project@sssicingo KoenigWlanagingDirector of

KCI, is a recognizefigure within the world of renewable energy finance in Ontario, and iSFE
fortunate to have his services available to help in this critical aspect of the .project

Offering Statement

As a ceoperative, LIFE is bound under the-Operative Corporations Act to submit an Offering
Statement to the Financial Services Commission of Ontario (FSCO) prior to raising significant
amounts of capital. The Offering Statement mus provide full, completewndisclosure of the

risks and opportunities associated with the investment in shares. LIFE has not yet completed its
first offering statement. An offering statement is only good for one year from the date on it, after
which time a new offering statemenust be submitted and receipted. Additionally, a new offering
statement cannot be submitted until all previous ones have been allowed to expire. The process of
submission and receipting, however, is known to take some time, up to 9 months in the nase of o
of our colleagues. This puts significant pressure on thepeoative to market shares within a very
short window.
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To offset this riskthe ceop plans to collect pledges from potential investors in advance of the
offering statement being submitteddareceipted. That way, once the offering statement is
receipted, the cop can approach those who pledged to inaedtask them to fulfiltheir
commitment

Neverthelessnvestors should be aware tllag¢ slow pace at which FSCO is known to process
offering statemestmay prove detrimental to the timely raising of capital, and thus to delivery and
commissioning datefer the project

Demand constraints

The ORAOs FIT program appears to be based on an assumption of increased public demand for
electricalpower, and the program could be at risk if we were to see @domgdeclingn

electricity demand. If economic conditions lead to declining demand in the next two years, the
OPA might well determine it has less need for new power generation and mdsawigome of

its contract offers. Moreovethe conditions for stagnatireectrical demand arékely to reduce
support for distributed generation, and may thus preclude further expansion cojhéceind
generation.

Policy Changes

While there is litle reason taloubt the OPA will honour the contracts it has signed, it is widely
believed that a change of Provincial Government may lead to a less supportive policy environment
for renewable energy programs. While support for wind power in Ontarigtéshigh?” a new
government may nevertheless choose to steer away from the Green Energy path of the Liberal
government. It is possible that another government might seek to revise or even cancel the FIT
program, and at an extreme, might seek to cancsliegicontracts. If a new government decides

to revise or cancel the FIT program, and if by that time LIFEb@bas not secured a FIT contract,
our existing plans will require significant revision to reflect the changed circumstances (which
might entail aything from a new pricing regime to a reversal of the ploasef coalfired power).

If we have a FIT contract in place, we can at this point only anticipate it will remain valid, and that
our business can proceed according to plan. If, more drastitelgovernmentiesto cancebr
adjustexisting contracts, it is likely that LIFE wilbin others in taking legal action to redress the
losses caused by such a move.

Updated October 2011. The LibeRarty has wn a strong minority, and we will have to waitan
see what policy changes maytail. We remain optimistic at this point that the FIT program will
continue and we can look forward to a contract in the near future

22 A recent IpsodReid survey found that 89% of Ontario residents support wind power, and 87% were in favour of
developing wind in their own community (with 12% opposed). See OWind Energy in OntarioO, July 2010, at
http://www.canwea.ca/pdf/ipsosreid_ontariosurvey.pdf
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Appendix A: LIFEOsSumplus andDividend Policy

(NOTE: These revised Blyaw and Aticles were apmved by the Board of Directors aaffirmed
at a special meeting of the members held on May 7, 201y, have not been finally approved by
FSCQ pending receipt of a pro forma balance sheet

LIFEOs Atrticles of Incorporation allow forriable dividends to be declared on Class A preference
shares. After careful consideration and consultation with legal advisors -apddavelopers, it

was clear that the options for returning dividends (profits) to shareholders could be best realized if
an open dividend policy was maintained. Theop®s dividend policy is further defined in its

bylaws (Article 11) reproduced here in its entirefjhe relevant Articles of Incorporation are
reproduced immediately below these.

By-Laws

ARTICLE 11: TREATMENT OF SURPLUS OF THE CA@PERATIVE
Surplus Apportioned - The Board, after paying expenses and making proper allowance for
depreciation, shall apportion the surplus arising from the yearly business of-tie2dive
in any or all of the following ways:

(@) by sdting aside reserves in such amounts as the Board deems advisable for such purpose or
purposes that are deemed to be conducive to the interests of thpefadive or its
Members, which sum may be invested, dealt with and disposed of for the benefiCaf the
operative as the Board determines from time to time;

(b) before any distribution of the surplus remaining after allocation to the reserve fund outlined
in paragraph (a) above, for the payment of dividends on the Shares of-te@dtive; and

(©) subject tolhe Act and paragraphs (a) and (b) above, by paying in cash or shares to Members
the balance of the surplus or such portion thereof as may be determined by the Board.

Articles of Incorporation

"#$%&'()*
The authorized capital for each class of share id:e capital social autorise de chaque
categorie de part socials est

Twenty Million and Seven Hundred and Twenty Five Thousand Ddi&26€,725,000.00)otal
capital made up of:
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- Five Hundred and Twenty Five Thousand Dollars ($525,000.00) in MembelsdipsSat a par
value of One Hundred and Seventy Five Dollars ($175.00) each, for a total of three thousand
(3,000) Membership Shares; and

- Twenty Million and Two Hundred Thousand Dollars ($20,200,000.00) in Class A Preference
Shares with a par value Bifty Dollars ($50.00) each, for a total of four hundred and four thousand
(404,000) Class A Preference Shares. Class A Preference Shares will be issued in up to four
separate series, which shall be designated as A.1, A.2, A.3, and A.4.

The authorized cajal of series A.1 shall consist of four thousand (4000) shares, with a par value
of Fifty Dollars $50.00), for a total of Two Hundred Thousand Dollars ($200,000).

The authorized capital of series A.2 shall consist of One Hundred Thousand (100,000 kskcares
with a par value of Fifty Dollars ($50.00), for a total of Five Million Dollars ($5,000,000.00).

The authorized capital of series A.3 shall consist of One Hundred Thousand (100,000) shares, each
with a par value of Fifty Dollars ($50.00), for @abof Five Million Dollars ($5,000,000.00).

The authorized capital of series A.4 shall consist of Two Hundred Thousand (200,000) shares, each
with a par value of Fifty Dollars ($50.00), for a total of Ten Million Dollars ($10,000,000.00).

Any previougy issued Class A shares which are not designated as part of any series, shall be
automatically and immediately designated as belonging to series A.1 on the date these Articles of
Amendment become effective.

Article 9:
Dividends on Class A Preference Sdars:

I The holders of Class A Preference Shares, in priority to all other classes of shares of the Co
Operative, shall be entitled to receive a+tomulative variable preferential dividend as

determined by the Board of Directors from time to time,adube assets of the G0perative

properly applicable to the payment of dividends, and in priority to any distribution of surplus to the
holders of Membership Shares of the-Gperative.

il. In the event that the Board of Directors of the@uerative dog not declare a dividend to

the holders of the Class A Preference Shares withénhundred and twenty (12days following

the close of the G@perativeOs financial year, the right of the holders of Class A Preference Shares
to a dividend for that finanal year shall be extinguished.

iii. If non-cumulative dividends are declared on the Class A Preference Shares, such dividends
shall be declared on all the Class A Preference Shares, regardless of series, provided the holders of
series A.1. Class A Prefaree Shares shall be entitled to receive-aomulative dividends at a rate
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equal to one hundred and twenty percent (120%) of the dividend rate paid on all other series of
Class A Preference Shares, as determined by the Board of Directors from time to time.

V. The Board of Directors is authorized to hereafter fix the number of shares in, and to
determine the designations, preferences, rights, conditions, restrictions, limitations and prohibitions
attaching to the shares of each series of Class A Prefebaces.

&
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Appendix B: 2010 11 Board of Directors

Louis Silcox (President)is a retired teacher and administrator with experience in advocating

for youth research and innovation. He has served as President of Youth Science Foundation Canada
after manyyears as a committee and board member. Louis was the Canadian Space Agency
representative to the International Space Camp in 1995. Since retirement he has been program
developer for the Waterloo Region Children's Museum, a riding assistant for a Member of
Parliament, and is the Elections Ontario returning Officer for Kitchener Centre. Louis will assist

LIFE in youth and community education and advocacy, political liaison, and organizational
development.

Rob Yost(Vice Presidentsells solar Photovoltaic sgsns for Fritz Construction Services
(www.thefritzgroup.ca Previously he ownean environmentally friendly property maintenance
business, RobOs Eco Care Property Maintenahdeh achieved about 90% carbcgutrality

through the use & Dodge diesel pickup trut¢kat ranon waste vegetable dilsavingabout8 tons

of carbon dioxide emissiomer yearHeis a registered Professional Engineer in Ontario and a
licensed interprovincial Automotive Mechanide led his churchHillcrest Mennonite in New
Hamburg in the installation of 10 kW solar system prior to his involvement with Fritz
Construction He is a firm believer in a renewable energy future, powering his house with Bullfrog
electricity and natural gaand his VW Jetta with biodiesel.

Yvonne Zyma (Secretary) is the Library Supervisor of the 3 Wilmot Township branches of the
Region of Waterloo Library. She is a strong believer in grassroots initiatives and over the years has
volunteered with local grogpsuch as Heritage Wilmot, and the Thrift Centre in New Hamburg.

She sits on the board of the Wilmot Horticultural Society. Her guiding principle is Margaret
MeadOs motto, "Never doubt that a small group of thoughtful, committed citizens can change the
world. Indeed, it is the only thing that ever has."

Vanya Koleva (Treasurer) is an MBET graduate of the University of Waterloo, currently
employed at Sun Life in the IT Project Management Office. She has studied and promoted biogas
technologies for more thahyears as a representative of Eisele Co., Germany in her home country,
Bulgaria and for 2 years here, in Ontario. She is also a managing partner in DEMIKO Consulting,
which is committed to helping farmers willing to adopt anaerobic digestion technolugyugh
innovative design, smart resource input and efficient operations planning, DEMIKO helps them not
to waste their waste, but get money for it.

Linda Laepple LIFE's Past President, is a full time organic farmer who grew up in Germany,
immigrating to Caada in 1980. Laepple Organic Farm is located near Baden.
www.localorganic.ca She is the céounder of LOFT Cooperative, which produces and delivers
the largest food box program in Waterloo Regemww.loftmarket.cg. Linda seltpublished a
children's bookThe Power Quesin an effort to educate consumers about issues aroundafgctr
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generation. For her efforts, she was recognized by Wilmot Township as a 2008 Citizen of the Year
in the Environment categary

Frank Froklage is a tool and die maker with experience programming and operating CNC
(computer numerical control) mills, oging electrical discharge machines (EDM), and designing

and reverse engineering of various tools. He has been a member of CREW (Community Renewable
Energy Waterloo) for the last 3 years, and has been actively looking for ways to reduce his
environmentafootprint. He has been driving a hybrid automobile for the last 5 years, and has made
substantial upgrades to his house to reduce energy consumption. He joined the board of LIFE Co
op in 2010 with the aim of becoming more involved in learning about aridlading to the

development of renewable energy, and wind energy in particular.
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Appendix C: Co-operative Sustainability

As human societies move further into this new Millennium, there are growing concerns regarding
social disparity and environmental dadation. Ceoperatives have and will continue to play a
leading role in defining and implementing organizational systems that are financially, socially and
environmentally sustainable. For example, over the past twenty years, CanadaOs credit union
systen has pioneered social auditing, housingops have introduced energy conservation
technology, and organic food and fair tradeops have brought social justice and environmental
goals to their bottom line. More recently, largeaperatives like Mounta Equipment Ceop,

VanCity, and The Goperators have introduced sustainability reporting into their management
systems.

The Cooperative Principles and Values are the starting point and the foundatiordperaive
sustainability. The table belopgrovides a comparison between thedperative Principles, Values
and related Sustainability Principles.

Co-operative Principles Co-op Values Sustainability Principles
1) Voluntary and Open Equality ¥  Equality within the current popuian and between present and future
Membership Openness generations (Aalborg, Bellagio, Fair Trade, Melbourne, ORTEE)

¥  Members create and share a lgagn vision and goals, and govern the
organization democratically (Aalborg, Bellagkair Trade, Melbourne,

2) Democratic Member Contro! Democracy ORTEE)

¥  Allrelevant stakeholders are included in the design and implementation
the project (Aalborg, Bellagio, Fair Trade, ORTEE)

3) Member Economic Equity ¥  Achieve longterm economic and social security for all pieoffalborg, Fair
Participation Trade, Melbourne)

¥  Empower people and foster participation (Aalborg, Fair Trade, Melbourn
4) Autonomy and Independenq  Selfresponsibility | ¥  Enable individuals and communities to minimize their ecological footprin
(Aalborg, Melbourne, Narral Step, ORTEE)

¥  Recognize the intrinsic value of biodiversity and natural ecosystems, and
protect and restore them (Aalborg, Fair Trade, Melbourne, Natural Step,

5) Education, Training and Self-help ORTEE)

Information Honesty ¥  Enable continual improveméebased on accountability and transparency
data, methods and interpretation are public, accessible and clear (Bellag
Fair Trade)

6) Cooperation Among Co
operatives

¥  Expand and enable @perative networks to work towards a common,

Solidarity sustaimble future (Aalborg, Fair Trade, Melbourne, ORTEE)

¥  Social/community wetbeing (local and global) and the ecology are fully

Social R ibilit i A .
ocial RespOnsIbIity considered (Aalborg, Bellagio, Fair Trade)

7) Concern for Community Caring for Others
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