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CHAIRMAN’S REPORT

The Directors of Horizon Energy Distribution Limited
(‘Horizon Energy’ or ‘the Company’) report that the
unaudited net profit after tax for the six months ending
30 September 2012 is $2.5 million. This result compares
with a net profit after tax of $3.03 million for the six
months to 30 September 2011.

The core network and electrical contracting
businesses returned a sound operating profit
for the first half year however; Group

profitability (post tax) has been impacted by:

* One-off cost of $0.7 million attributable to
due diligence expenses incurred with the
consideration of business opportunities.
The most significant of these are costs
associated with the acquisition of the
contracting Heating, Ventilation and
Air-conditioning businesses of Aquaheat
Industries Limited and Hastie New Zealand
Limited. Under the current accounting
standards, costs associated with an
acquisition must be expensed in the year
incurred and not capitalised as part of the

assets purchased.

* Losses sustained from accounting for the
mark to market value of the Company’s
interest rate derivatives of $0.35 million
(compared to $0.47 million post-tax losses
incurred for the same period last year).

The 2012/13 full year after tax result is now
forecast to be around $4.3 million (down from
the previous full year result of $6.4 million)
based on the following assumptions:

* One-off investigation and business
acquisition costs for the full year of $0.76
million. Further opportunities are being
investigated in line with the Company’s

strategic growth initiatives.

¢ Forecast year-end losses from new
subsidiary, Aquaheat New Zealand Limited
of $0.86 million. These losses include cost
of integration, rationalisation and operating

losses for the period.

* Losses sustained from accounting for the
mark to market value of the Company’s

interest rate derivatives remaining
unchanged to year-end at $0.35 million.
The continued uncertainty within the
international financial markets make it
difficult to predict future value movements
within the Company’s derivative portfolio.
The Directors have taken the view of
refaining the current value of derivatives with
no further losses or subsequent gains

accounted for in the year-end profit forecast.

The financial position of the Company remains
strong with total assets of approximately $132
million and term debt of $33 million.

The Directors have resolved to pay a fully
imputed interim dividend of 6.0 cents per
ordinary share to all shareholders recorded on
the register at 5.00pm on 3 December 2012.
This compares with the previous interim
dividend of 8.0 cents per share and reflects
the Directors view that a conservative dividend
is prudent at this time.

There remains uncertainty around the
Commerce Commission revised draft decision
to reset the 2010-15 default price-quality path
which indicates a potential price reduction for
Horizon Energy of up to negative 4% to apply
from 1 April 2012. The financial impact of the
price reset will apply from the 2013/14
financial year. The Company continues to
contest the proposed price reset and actively
engages with the Commerce Commission o
advocate for an approach that better
promotes the Part 4 Purpose of the Commerce
Act 1986.

This reduction in earnings will inevitably impact
on returns fo shareholders. The Directors
remain challenged to balance the demands of
the distribution network for ongoing capital

expenditure, necessary o maintain quality and
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Stewart Browne Group Limited: Pillans Point Project

reliability, funded by retained earnings and a
prudent level of debt with the need to reward
shareholders for their capital invested. The
Board is confident of offsetting to a large
degree the full financial impact of the price
reset with earnings from non-regulated sources
however, a cautious approach to dividends is
warranted at this time.

The Company's strategy to grow revenue from
non-regulated businesses will reduce over time
the proportion of its earning from revenue
subject to regulation. We are now well into
executing that strategy and recent acquisitions
of the Stewart Browne Group and Aquaheat
New Zealand Limited are examples of
execution of this strategy. The Company will
continue to look for commercially viable
non-regulated business acquisitions and
opportunities that meet the investment criteria
set by the Board.

The network continues to perform well, with
the number of outages being similar to last
year. The average duration of the outages is,
however, higher due to both the complexity

Aquaheat New Zealand Limited: Ventilation and
Air-conditioning

and remote location of the significant events.
The Company continually strives to improve
the quality and reliability of its service to
consumers, and barring any significant
climatic events, expects to remain within the

thresholds set by the Commission.

During the six months to 30 September 2012,
the Company’s electrical contracting business
has performed well despite uncertain
economic times. The Company acquired the
local arborist business of A1 Stump and Tree
Services on 1 March 2012 to expand the
external operations and to secure additional
capability to manage the vegetation risks to
the network. The delivery of the expanded
capital works plan for the network is on track
and the business continues to focus to meet
the demands of its external customers.

The Company’s associated business, Stewart
Browne Group Limited, has managed well the
impact of reduced construction activity in the
Bay of Plenty, and is on track to meet forecast
results and make a positive contribution to

Group financial results for the year.

At

Al Stump and Tree Services

On 1 September 2012 the Company acquired
the business operations of Aquaheat Industries
Limited and Hastie New Zealand Limited and
combined these into the newly formed
subsidiary Aquaheat New Zealand Limited.
This is a significant purchase for the Company,
expanding our external contracting heating,
ventilation and air-conditioning capability
providing national coverage with operations
based in the main growth centres of Auckland,
Wellington and Christchurch.

These businesses are long established with
strong commercial relationships with large
construction companies. As mentioned
previously, the businesses have in recent
times been impacted by the slowed
construction activity due to the current
economic climate and Management have
initiated steps to realign the cost base to
reduce surplus capacity, while retaining the
capability to expand operations when

construction activity increases.

The business units of the former owners have

been consolidated in a single entity, Aquaheat

Horizon Energy Health and Safety

New Zealand Limited, and Management is
confident the restructured businesses will add
value to the Horizon Energy Group during
subsequent years.

Health and safety of all employees, contractors
and the public is paramount to ensure all
intrinsic safety risks are either eliminated,
minimised or isolated. In this reporting period,
we are pleased to advise that we have
successfully gained full certification for

NZS 7901: Public Management Systems.

The capital development program of

$9.5 million for the year is progressing well
as we continue to enhance the reliability and
service delivery of the core electricity network.

Rob Tait

Chairman



HORIZON ENERGY DISTRIBUTION LIMITED

Statement of Comprehensive Income

Group Group Group
Six months to Six months fo Year ended
30-Sep-12 30-Sep-11 31-Mar-12
(Unaudited) (Unaudited) (Audited)
Notes $000 $000 $000
Trading OREIGHONS . sttt . )
Operating Revenue 25,824 18,977 36,527
Operating Expenses (20,905) (13,239) (25,445)
Operating Profit 4,919 5,738 11,082
o'her Income POTPTITI® s .. .. PYTTIN
Other Income 62 41 141
62 41 141
Financing Income and Expenses . — N » | -
Interest Income 1 - 2
Less Finance Expenses
Interest on Loans (954) (875) (1,676)
Fair Value Movement of Financial Derivatives 3 (480) (651) (610)
(1,433) (1,526) (2,284)
Profit before Tax 3,548 4,253 8,939
Income Tax Expense (995) (1,198) (2,507)
Net Profit after Tax 2,553 3,055 6,432
Financial
, i ; Total Comprehensive Income 2,553 3,055 6,432
Statements... v .1 — ... .
J i Equity Holders of Horizon Energy Distribution Limited 2,503 3,029 6,387
Non-Controlling Interest 50 26 45
2,553 3,055 6,432
Total Comprehensive Income Attributable to: i i N » | -
Equity Holders of Horizon Energy Distribution Limited 2,503 3,029 6,387
Non-Controlling Interest 50 26 45
2,553 3,055 6,432

Earnings per share for profit attributable to the equity holders of the Company during the year

Group Group Group
30-Sep-12 30-Sep-11 31-Mar-12
cents cents cents

Basic and Diluted Earnings per Share
(Cents per Share) 10.02 12.22 25.56




HORIZON ENERGY DISTRIBUTION LIMITED
Balance Sheet

As at 30 September 2012

HORIZON ENERGY DISTRIBUTION LIMITED
Statement of Changes in Equity

For the six months ended 30 September 2012

Current Assets

Group

As at
30-Sep-11
(Unaudited)

B

Cash and Cash Equivalents
Trade and Other Receivables
Construction Work in Progress
Inventories

Total Current Assets

Non-Current Assets

289
5,102

681
1,182
7,254

Property, Plant and Equipment
Intangible Assets
Total Non-Current Assets

100,692
2,813
103,505

Total Assets

Current Liabilities

Trade and Other Payables
Warranty Provisions
Current Tax Liabilities

Employee Benefit Accruals (Audited)
Income Received in Advance -
Deferred Capital Contributions b Net Profit after Tax 6

Loan from Minority Shareholder
Current Portion of Bank Loans
Derivative Financial Instruments
Total Current Liabilities

Non-Current Liabilities

3,840

362

8,000
53
12,876

Employee Benefit Accruals
Deferred Capital Contributions

Non-Current Portion of Bank Loans

Derivative Financial Instruments
Loan from Minority Shareholder
Deferred Tax Liabilities

Total Non-Current Liabilities

108
638
18,420

2,006
475
19,876
41,523

Total Liabilities

Net Assets

Equity

Share Capital
Retained Earnings
Revaluation Reserves

Attributable to Equity Holders of the Company

Non-Controlling Interest

Total Equity

Total Equity and Liabilities

Aol

Robert Tait
Director

9 November 2012

57&00(1/1,

John McDonald
Director

Non -
Controlling

GROUP

Balance as at 31 March 2011 (Audited)

Net Profit after Tax
Total Comprehensive Income for the Period
Dividends Paid

Balance as at 30 September 2011
(Unaudited)

Net Profit affer Tax
Total Comprehensive Income for the Period

Unclaimed Dividends Now Presented
Dividends Paid

Balance as at 31 March 2012

Total Comprehensive Income for the Period

Dividends Paid

Balance as at 30 September 2012
(Unaudited)




HORIZON ENERGY DISTRIBUTION LIMITED
Cash Flow Statement

For the six months ended 30 September 2012

HORIZON ENERGY DISTRIBUTION LIMITED
Notes to the Financial Statements

N IFRS 9 requires financial assets to be classified into two
1. General Information

measurement categories: those measured as at fair value
and those measured at amortised cost. The determination
is made at initial recognition. The classification depends

Group Group Group

Six months to Year ended
30-Sep-11 31-Mar-12

Reporting Entity

(Unaudited) (Audited) o o ) o on the entity’s business model for managing its financial
Notes $000 $000 T.he. prm?lpal activities f’{ Horizon Energy Distribution ) instruments and contractual cash flow characteristics of
Operating Activities T Limited “h? Compcny.) are _the.de\_'elc’pmem’ °_‘N_”er5h'p the instrument. For financial liabilities, the standard retains
. o and operation of electricity distribution, the provision of most of IAS 39 requirements. The main change is that in
Cas Re.ce\pis rom‘Cusiomers k255 Shifoe electrical contracting activifies and the provision of cases where the fair value option is taken for financial
Cash Paid o Suppliers (8,448) (15,609) heating ventilation and air-conditioning activities. The . .

. . liabilities, the part of the fair value change due to an
Salaries and Wages Paid to Employees (3,438) (5,648) Group consists of the Company and its subsidiaries entity’s own credit risk is recorded in ofher comprehensive
Total Operating Receipts and Payments 6,383 14,599 Horizon Energy Investments Limited, Stewart Browne income rather than the income statement, unless this
Interest Received - 2 Group Limited and Aquaheat New Zealand Limited. creates an accounting mismatch. The Group is yet to
Interest Paid (844) (1,678) Th? COnS?‘idGT?d group FS designated as a proﬁttorienied assess NZ IFRS 9’s full impact and intends to adopt NZ
Cash Flow from Operating Activities before Tax 5,539 12,923 entity for financial reporting purposes. All operations take IFRS 9 no later than 1 April 2015,

place within New Zealand.
Income Tax Paid (1,755) (2,544) o o _ NZ IFRS 10 Consolidated Financial Statements:
Net Cash from Operating Activities 3,784 10,379 The Com.p.ony s limited liability company mco.rporcied NZ IFRS 10 replaces all of the guidance on control and
und_ domncde?ﬂ n New Zealand. The address of its consolidation in NZ IAS 27 Consolidated and Separate
Investing Activities registered office is 52 Commerce Street, Whakatane. ?norfdlcg Sm'emgmf’_ on(_i”:\lz siIC 1? (;olnsogidofion B
Purchases of Property, Plant & Equipment (2,084) (5,671) The Company is listed on the New Zealand Stock Exchange. pecial Furpose ¢ niifies. The core princip © that @
y consolidated entity presents a parent and its subsidiaries
Purchases of Intangible Assets (1,116) (1,679) A ) ! ) .
Purchase of Aquaheat NZ _ _ These interim financial statements relate to the six months as if they are a single economic entity remains
N " R ended 30 September 2012 and have been approved for unchanged, as do the mechanics of consolidation.
Net Cash Used in Investing Activities (3,200) (7,350) issue by the Board of Directors on 9 November 2012. However, the standard introduces a single definition of
control that applies to all entities. It focuses on the need to
Financing Activities have both power and rights or exposure to variable
Dividends Paid (2,499) (4,498) 2 - lici returns before control is present. Power is the current
Loan from Minority Shareholder - 483 © Accountlng Policies ability to direct the activities that significantly influence
Repayment of Term Debt (8,420) (32,070) o S returns. Returns must vary and can be positive, negative or
Term Debt Drawn Down 10,365 32,895 Horizon Ener.gy Distribution L'”_’"ed s reg|s_1ered under both. There is also new guidance on participating and
Net Cash Used in Financing Activities (554) (3,190) the Compt?mles Act 1993 O”d. s an issverin terms of protective rights and on agent/principal relationships.
the Securities Act 1978. The financial statements have While the Group does not expect the new standard to
Net Increase/(Decrease) in Cash ;ee;'prep?rrg in o;cordAo:?eg(\;v;h 1|1deﬂr’]quremen1? of have a significgnt impact F)n its composHilon, it h?s yet to
and Cash Equivalents 30 (161) Ae 1';;'3‘“0 eporiing Ac and fhe Lompanies perform a detailed analysis of the new guidance in the
ot . context of its various investees that may or may not be
Cash and Cash Equivalents at the Beginning of the Period 259 259 T ) controlled under the new rules. The Group intends to
These unaudited interim financial statements have been doot NZ IFRS 10 no later than 1 Aoril 2013
Cash and Cash Equivalents at the prepared in accordance with New Zealand Equivalent to adop no faterinan 1 Aprt ’
End of the Period 289 98 Internqtionol Accounting Stclndcrd 34 Interim Financial NZ IFRS 12 Disclosure of Interests in Other
. . Reporting as well as International Accounting Standard Entities: NZ IFRS 12 sets out the required disclosures for
Reconciliation of Net Profit fo Net Cash from 34 Interim Financial Reporting and should be read entities reporting under the two new standards, NZ IFRS
Operating Activities in conjunction with the previous annual report. Except 10 and NZ IFRS 11, and replaces the disclosure
Profit before Tax for the Period 4,253 8,939 as described below, the accounting policies and requirements currently found in NZ IAS 28. Application of
Adjustments for: methods of computation are consistent with those used this standard by the Group will not affect any of the
Copiio\.C-onfribuﬁons A_mor?ised (%) (17) in the most recent annual report which can be obtained amounts recognised in the financial statements, but will
LDeprecw;l.on anfl /?n;or‘tsz;ﬂon1 2,292 4,62‘11 from eiih_er the registered office of the Company or impact the type of information disclosed in relation to the
OS5 ON ASPOST! OF FIved Asssis ) www.horizonenergy.nef.nz. Group's investments. The Group intends to adopt NZ IFRS
Loss on Fair Value of Interest Rate Swaps 651 610 12 no later than 1 April 2013
Operating Cash Flows before Movements in There are no new standards and amendments to no faterthan 1 Apri ’

Working Capital 7,181 14,167 standards that are mandatory for the first time for the NZ IFRS 13 Fair Value Measurement: NZ IFRS 13
ch in Working Capital ﬁ”“”q“' year beginning 1 April 2012 which have a explains how to measure fair value and aims to enhance
unge§ in or. ing Capita material impact on the Company. fair value disclosures. The Group has yet to determine
_l(_:OZStr“CSOSt\I:VOTII; n zrlogress gi(])} (];g) Standards, amendments and inferprefations o existing which, if any, of its current measurement techniques will

rade an er rayables . . have to ch It of th id Lt
Trade and Other Payables Related to Fixed Assets 239 (134) standards that are not yet effective and have not been thmeerfjr: noo?geo:;ljler&:cs)usfc?e thee r;renw:cL: h?zf\e ofltshe
Trade and Other Receivables (827) (872) early adopted by the Group: P pac 1 am
- new rules on any of the amounts recognised in the
Warranty Provisions - - . . 3 . o
Inventories (356) (340) NZ IFRS 9 Financial Instruments: This standard financial statements. However, application of the new
Deferred Capital Contributions 2) 17) addresses the classification, measurement and standard will impact the type of information disclosed in
Provision for Employee Costs 75 200 derecognition of financial assets and financial liabilities. the notes to the financial statements. The Group does not
. N . NZ IFRS 9 was issued in November 2009 and October intend to adopt the new standard before its operative
Net Changes in Working Capital (1532) (1.233) 2010. It replaces the parts of IAS 39 that relate to the date, which means that it would be first applied in the
Cash Flow from Operating Activities before Tax 5,539 12,923 classification and measurement of financial instruments. annual reporting period ending 31 March 2014.




HORIZON ENERGY DISTRIBUTION LIMITED
Notes to the Financial Statements

For the six months ended 30 September 2012

3. Financial Instruments

The Group uses interest rate swaps to manage interest rate risk on its term bank loans. Under New Zealand Equivalents
to Infernational Financial Reporting Standards (“NZ IFRS”) the Company is required to flow gains and losses on inferest
rate swaps through the profit component of the Statement of Comprehensive Income. These gains and losses are
non-cash and are a by-product of the Company’s Treasury Risk Management Policy. The Board of Directors review the
Treasury Risk Management Policy at least annually and monitor compliance on a monthly basis. The Directors believe the
policy reflects prudent risk management.

4. Operating Segments

Segment information is presented in respect of the Group’s business. The Group operates in one geographical
region being New Zealand.

Operating Segments

The Group comprises of the following main operating segments:
- Regulated Electricity Distribution
- Unregulated Contracting Activities

The chief operating decision maker assesses the performance of the operating segments based on operating profit/(loss)
after tax. Intersegment pricing is defermined on an arms length basis.

Unregulated

Six months ended 30 September 2012

Revenue

External Revenue
Internal Revenue

Total Segment Revenue 25,824

Depreciation (2,381)
Amortisation (58)
Fair Value Movement of Financial Derivatives (480)
Net Finance Costs (954)
Income Tax Expense (995)

Operating Profit/(Loss) after Income Tax 2,553

Assets and Liabilities .
Segment Assets 131,659

Total Assets 131,659

Segment Liabilities

Total Liabilities 73,620

Capital Additions
Goodwill Additions

One customer (Bay of Plenty Energy) comprised 55.3% of the Group's revenue in 2012 (2011: 65.1%).
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HORIZON ENERGY DISTRIBUTION LIMITED
Notes to the Financial Statements
For the six months ended 30 September 2012
4. Operating Segments continved...
Unregulated Group

$000
Six months ended 30 September 2011

Revenue

External Revenue
Infernal Revenue

Total Segment Revenue

Depreciation

(2,281)

Amortisation (15)
Fair Value Movement of Financial Derivatives (867)
Net Finance Costs (875)
Income Tax Expense (1,198)
Operating Profit after Income Tax 3,055

Assets and Liabilities

110,759
Total Assets 110,759

Segment Assets

Segment Liabilities 54,399
Total Liabilities

Capital Additions

Year ended 31 March 2012

Revenue

External Revenue
Internal Revenue

Total Segment Revenue 36,527

Depreciation

(4,553)

Amortisation (51)
Fair Value Movement of Financial Derivatives (610)
Net Finance Costs (1,667)
Income Tax Expense (2,507)
Operating Profit after Income Tax 6,432

Assets and Liabilities -
Segment Assets 112,339
Total Assets 112,339

Segment Liabilities 54,604

Total Liabilities

Capital Additions
Goodwill Additions



HORIZON ENERGY DISTRIBUTION LIMITED
Notes to the Financial Statements

For the six months ended 30 September 2012

5. Dividends (Cents per Share)
Amounts recognised as distributions to Equity Holders in the period:

Group Group

30-Sep-11
Cents

Dividend for the period ]00

The final dividend for the year ended 31 March 2012 of 9.0 cents per share was paid in June 2012. All dividends had
full imputation credits attached.

6. Non-Controlling Interest

On 1 April 2011 the Company purchased 60% of shares in Stewart Browne Group Limited. The results for Stewart
Browne Group Limited are consolidated into the Group result for the period ended 30 September 2012 and the
non-controlling interest in Stewart Browne Group Limited is recognised within Equity as follows:

Group Group Group
30-Sep-11
$000

Balance at 31 March 2012 -
Share of Net Profit after Tax 26

Balance at 30 September 2012

7. Contingent Liabilities

There were no significant contingent liabilities known by the Company at 30 September 2012 (September 201 1: Nil;
March 2012: Nil).

8. Events Subsequent to Balance Date

Dividend Declaration

On 9 November 2012 the Directors declared an interim dividend of 6.0 cents for the 2013 year (2012: 8.0 cents) per
ordinary share. As this event occurred after the reporting period the financial effect has not been recognised in the
financial statements.
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HORIZON ENERGY DISTRIBUTION LIMITED

(3 3
Notes to the Financial Statements
For the six months ended 30 September 2012
9. Related Party Transactions
a) Transactions with Horizon Energy Investments Limited
Horizon Energy Investments Limited is a 100% owned subsidiary of Horizon Energy Distribution Limited the Parent
Company. Horizon Energy Investments Limited is a New Zealand registered company.
Horizon Energy Investments Limited, (trading as Horizon), provides distribution network capital and maintenance
services to the Parent Company. These services are purchased by the Parent on an arms length basis at commercial
terms and conditions that are available to third parties. The value and effect of intercompany transactions are shown in
Note 4 Operating and Geographical Segments as eliminations.
b) Transactions with Eastern Bay Energy Trust
The Eastern Bay Energy Trust, which owns 77.29% of the Company’s shares, makes contributions to certain capital
projects for conversion of overhead lines to underground cables undertaken by the Company. From time to time the
Company provides information technology support to the Eastern Bay Energy Trust.

Group Group Group

30-Sep-11
$000

Contributions received towards Undergrounding Works
Goods and Services supplied by Horizon
Contributions towards Staff Training

Eastern Bay Energy Trust

c) Period End Balances with Eastern Bay Energy Trust
Capital Contributions towards Undergrounding

d) Transactions with Stewart Browne Group Limited

Horizon Energy Distribution Limited (60% Shareholder) and Browne Family Trust (40% Shareholder) have advanced
funds to Stewart Browne Group Limited since the date of its incorporation.

Loans to Stewart Browne Group Limited from Parent
Loan - Interest Free
Loan - Interest Bearing (@ 8% per annum)

Loans to Stewart Browne Group Limited from Browne Family Trust
Loan - Interest Free
Loan - Interest Bearing (@ 8% per annum)

These loans are repayable to the Browne Family Trust on 1 April 2013.

e) Transactions with Aquaheat New Zealand Limited

Horizon Energy Distribution Limited has advanced funds to its 100% owned subsidiary Aquaheat New Zealand Limited
since the date of its incorporation.
Group Group Group
30-Sep-11
$000

Advance to Aquaheat New Zealand Limited

Advance - Interest Bearing (@ 6.5% per annum)




HORIZON ENERGY DISTRIBUTION LIMITED
Notes to the Financial Statements

For the six months ended 30 September 2012

10. Commitments

Capital commitments contracted at balance date but not yet incurred are:

Group Group Group
30-Sep-11

Capital commitments contracted to external parties

Capital commitments contracted to subsidiaries

Operating Lease Commitments

The Group is party fo a number of operating leases. The leasing arrangements are for office, warehouse and depot
space, motor vehicles and office equipment.

Operating lease commitments fall due for payment in the following periods:

Group Group Group
30-Sep-11
$000
Within one year 206
Within one to five years 722

Over five years

11. Business Combinations

Acquisition of Aquaheat Industries Limited and Hastie New Zealand Limited

On 1 September 2012, Horizon Energy Distribution Limited (through a newly incorporated wholly owned subsidiary
company Aquaheat New Zealand Limited) acquired the business assets and certain liabilities of Aquaheat Industries
Limited and Hastie New Zealand Limited.

The investment is consistent with Horizon Energy’s strategy to develop its non regulated revenue streams. The new
businesses have a strong presence in the Auckland, Wellington and Christchurch markets providing heating, ventilation
and air-conditioning, manufacturing and installation services. The addition of the Aquaheat businesses to the Horizon
Energy Group will provide significant contracting business scale to enable the Group to increase its involvement in large
construction opportunities arising throughout the country.

Details of Net Assets and Goodwill Acquired

The Company is currently determining the fair values of the net assets and goodwill acquired, and the amounts outlined
below are provisional at 30 September 2012. In particular, the resolution of the following matters may materially affect
the provisional values assessed by the Company:

- The consideration paid is subject to adjustment due to changes in working capital items up to the date of
acquisition. The Company is working with the Vendor to finalise the consideration amount in accordance with the
terms of the Sale and Purchase Agreement.

- The Company is assessing what identifiable infangible assets were acquired and determining their fair value. As at
30 September 2012, no intangible assets have been separately identified and valued.

- An assessment of the fair value of the plant and equipment acquired.

- Deferred tax may be recognised arising from the resolution of the matters above.

HORIZON ENERGY DISTRIBUTION LIMITED
Notes to the Financial Statements

For the six months ended 30 September 2012

11. Business Combinations continved...

Consideration on Acquisition

Consisting of:

Fair Value

Adjustment

$000

Cash and Cash Equivalents 2
Gross Receivables 13,069
Less Provision for Doubtful Debts (447)
Prepayments 43
Inventories 302
Work in Progress (1,852)
Plant and Equipment 1,362
Motor Vehicles 279
Total Assets Acquired 12,758
Trade and Other Payables (6,771)
Employee Liabilities (1,215)
Warranty Provisions (406)
Total Liabilities Acquired (8,392)
Fair Value of Net Assets Acquired 4,366
Goodwill 659

Total Purchase Consideration 5,025

Gooduwill is aftributable to the presence in the market place and workforce of the acquired businesses and is not a
separately identifiable intangible asset. Goodwill related to this business combination is non-deductible for income
tax purposes.

Other costs of $510,010 associated with the acquisition have been expensed during the year and are recorded in
Operating Expenses in the Statement of Comprehensive Income.

Consolidation Treatment

100% of the income, assets and liabilities have been consolidated within the Group results from 1 September 2012.
Aquaheat New Zealand Limited amounts included in the consolidated Statement of Comprehensive Income for the six
months to 30 September 2012 include:

Revenue
Net Loss after Tax

It is impractical for the Group to obtain reliable revenue and profit/(loss) figures for Aquaheat New Zealand Limited
prior to acquisition, therefore the disclosures as if the acquisition occurred from 1 April 2012 have not been made.
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