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S O L U T O N S

Powering the Future for Sustainable Energy

Welcome

This is the fourth update to all Direct Energy investors. With these updates we will keep you informed
of our activities and achievements in bringing truly inspiring innovation to the hydrogen sector.

Your interest and commitment are what fuels it all, contributing to next generation products
designed to deliver real change to the energy sector globally.

Direct Energy

As reported in the previous update, we have completed a JV agreement to move the IP and future work
to the UK. Direct Energy Pty has developed, over the last decade, ground-breaking IP in the fuel
cell/electrolyser markets.

This agreement will allow Hydrogen Solutions Ltd and/or Direct Energy to complete the R&D, life
testing and commercialization with UK company and Government sponsored universities.

We are launching the UK R&D program to develop the HOT BOX product under the sub-brand name
Electrocel. Work will begin in 2024. We will be partnering with the National Composite Centre in Bristol,
part of the UK gov't hydrogen consortium.

Bristol National Composite Centre (NCC)

The National Composite Centre (NCC) in Bristol is a world-leading research and development facility
specializing in composite materials and advanced manufacturing technologies. Established as part of the
UK's High Value Manufacturing Catapult, the NCC collaborates with academia and industry to drive
innovation and commercial success in composite materials and related technologies.



Key Features of the NCC:
1. State-of-the-Art Facilities:

o0  The NCC boasts cutting-edge laboratories, workshops, and production spaces equipped
with advanced machinery and technologies for the design, development, and testing of

composite materials.
2. Expertise and Knowledge:

o0 The NCC team comprises experts in various fields, including material science,
engineering, and manufacturing, providing a wealth of knowledge and experience in

composite technology.
3. Collaborative Environment:

©  The NCC fosters a collaborative ecosystem where industry partners, researchers, and
engineers can work together on innovative projects, accelerating the development and

commercialization of new technologies.
4. Industry Connections:

o With strong links to major industrial sectors such as aerospace, automotive, renewable
energy, and defense, the NCC is well-positioned to drive cross-sector innovation and
facilitate the adoption of new composite technologies.

5. Focus on Sustainability:

o The NCC is committed to promoting sustainable manufacturing practices and
developing environmentally friendly materials and processes, aligning with global

efforts to reduce carbon emissions and enhance resource efficiency.
Partnership with Hydrogen Solutions

Hydrogen Solutions is at the forefront of developing solid oxide electrolyzers, a technology critical for
efficient hydrogen production. Partnering with the NCC offers numerous advantages for advancing this
technology.

1. Access to Advanced Materials Expertise:

¢ The development of solid oxide electrolyzers requires high-performance materials that can
withstand extreme conditions. The NCC's expertise in composite materials and their behavior

under stress will be invaluable in designing durable and efficient electrolyzer components.
2. Cutting-Edge Manufacturing Techniques:

¢ The NCC's advanced manufacturing capabilities enable the precise fabrication of complex

components necessary for solid oxide electrolyzers. Techniques such as additive manufacturing



and automated fiber placement can optimize the production process, improving the
performance and reducing the cost of electrolyzers.

3. Comprehensive Testing and Validation:

e The NCC offers extensive testing facilities to validate the performance and reliability of new
materials and components. Hydrogen Solutions can leverage these facilities to rigorously test
their electrolyzers under various operating conditions, ensuring they meet the highest standards
of safety and efficiency.

4. Collaborative R&D Environment:

e By working within the NCC's collaborative framework, Hydrogen Solutions can engage with
other innovators and experts, fostering the exchange of ideas and accelerating the development
cycle. This collaborative environment can lead to breakthroughs and innovative solutions that

might not emerge in isolation.
5. Support for Scale-Up and Commercialization:

e The NCC's connections to industry and its focus on bridging the gap between research and
market-ready products make it an ideal partner for scaling up production and commercializing
new technologies. Hydrogen Solutions can benefit from the NCC's experience in transitioning
from prototype to full-scale manufacturing.

6. Alignment with Sustainability Goals:

e The NCC's commitment to sustainable manufacturing aligns with Hydrogen Solutions' goal of
promoting green hydrogen production. This partnership can enhance the environmental

benefits of solid oxide electrolyzers, contributing to global efforts to combat climate change.

The Bristol National Composite Centre offers a unique combination of advanced facilities, expert
knowledge, and a collaborative environment that makes it an ideal partner for Hydrogen Solutions in
developing solid oxide electrolyzers. This partnership can accelerate innovation, improve the efficiency
and durability of electrolyzers, and support the transition to a sustainable hydrogen economy.

Enterprise Investment Scheme and fund raising

Hydrogen Solutions filed all the paperwork with HMRC for certification of the Enterprise Investment
Scheme (EIS) and navigated may rounds of HMRC questions. We are (finally) happy to announce that we
received our approval paperwork in June.

The UK government offers two key tax incentive schemes to encourage investment in small businesses:
the Enterprise Investment Scheme (EIS) and the Seed Enterprise Investment Scheme (SEIS). Both schemes

provide significant tax reliefs to investors who purchase new shares in qualifying companies.



Enterprise Investment Scheme (EIS)
1. Income Tax Relief:

e Investors can claim 30% income tax relief on the cost of the shares, up to a maximum annual
investment of £1 million (or £2 million if at least £1 million is invested in knowledge-intensive

companies). This relief can be claimed up to the amount of the investor's income tax liability.
2. Capital Gains Tax (CGT) Exemption:

e If the shares are held for at least three years, any gains made on their disposal are exempt from
CGT.

3. Loss Relief:

e If the shares are sold at a loss, the investor can offset the loss against their income tax liability,

reducing the overall financial risk of the investment.
4. Capital Gains Deferral Relief:

¢ Investors can defer a CGT liability by investing the gain into EIS-eligible shares. The deferred gain
will become payable when the EIS shares are disposed of or when the company ceases to qualify.

5. Inheritance Tax Relief:

e Shares purchased through the EIS may qualify for 100% relief from Inheritance Tax if they are held
for at least two years and the company continues to qualify.

6. Carry Back:

e Investors can treat part or all of the cost of shares acquired in one tax year as if they were acquired

in the previous tax year, thereby providing the flexibility to optimize tax relief.
Seed Enterprise Investment Scheme (SEIS)
1. Income Tax Relief:

e Investors can claim 50% income tax relief on the cost of the shares, up to a maximum annual
investment of £100,000. This relief can be claimed up to the amount of the investor's income tax
liability.

2. Capital Gains Tax (CGT) Exemption:

e If the shares are held for at least three years, any gains made on their disposal are exempt from
CGT.

3. Loss Relief:

e If the shares are sold at a loss, the investor can offset the loss against their income tax liability.



4. Capital Gains Reinvestment Relief:

e Investors can claim CGT relief on 50% of any gains made from the disposal of assets that are
reinvested in SEIS-eligible shares, up to an annual limit of £100,000.

5. Inheritance Tax Relief:

e Shares purchased through the SEIS may qualify for 100% relief from Inheritance Tax if they are
held for at least two years and the company continues to qualify.

Common Features of EIS and SEIS
Qualifying Investors:

e Both schemes are open to individuals (not companies) who are not connected to the company.
An individual is connected if they are an employee, partner, or hold more than 30% of the

company's shares, voting rights, or capital.
Qualifying Companies:

¢ Companies must have a permanent establishment in the UK and must not carry out excluded

activities (such as dealing in land, commodities, or shares).
Advance Assurance:

e Companies can seek advance assurance from HMRC that they qualify for EIS or SEIS, giving
investors confidence before they invest.

Compliance and Reporting:

e Companies must issue EIS/SEIS certificates (EIS3/SEIS3 forms) to investors to enable them to claim

tax reliefs.

e Companies and investors must comply with ongoing reporting and compliance requirements to
maintain the tax benefits.

Conclusion

The EIS and SEIS are powerful tools for attracting investment into small businesses in the UK. By offering
substantial tax incentives, these schemes mitigate the financial risk for investors and help companies

access the capital they need to grow and innovate.

HS has engaged with high net worth individuals, family offices and investor networks based upon the
EIS/SEIS approval. We anticipate funding to begin development shortly.



Direct Energy Shareholders and Loan Note Holders

A comprehensive plan has been outlined to address the transition of Direct Energy shareholders into
Hydrogen Solutions, offering a transparent and equitable process for all stakeholders involved.
Shareholders of Direct Energy will be allocated shares in Hydrogen Solutions, ensuring their seamless
integration into the new entity. This is designed to drive sustainable growth and value creation for Direct

Energy Shareholders.

Additionally, Direct Energy lone note holders will receive detailed notification regarding the timing for the
payment of interest. Furthermore, they will be presented with the option to convert their notes into shares
in Hydrogen Solutions or receive payment of the principal amount. Both interest and principal notification
will happen upon the receipt of the first funds. This approach provides flexibility for note holders to align
their investment preferences with the strategic direction of the company.





