27 August 2012

The Manager
Company Announcements Office
Australian Securities Exchange
4th Floor, 20 Bridge Street
Sydney NSW 2000
Electronic Lodgement
Dear Sir/Madam
APT Pipelines Limited - Takeover bid for Hastings Diversified Utilities Fund (“Offer”) – Fifth
supplementary bidder’s statement
In accordance with section 647(3) of the Corporations Act, please find attached a fifth supplementary
bidder’s statement.
This document relates to APT Pipelines Limited’s bidder’s statement dated 15 December 2011 (as
supplemented) for all the stapled securities in Hastings Diversified Utilities Fund (each stapled
security comprising one unit in each of HDUF Epic Trust (ARSN 109 770 961), HDUF Finance Trust
(ARSN 109 770 765), and HDUF Further Investments Trust (ARSN 109 897 921)).
A copy of the fifth supplementary bidder’s statement has been lodged with ASIC and will be given to
Hastings Diversified Utilities Fund. The fifth supplementary bidder’s statement will also be sent to
each of the HDUF Securityholders.
Yours faithfully

Mark Knapman
Company Secretary

FiFth SUPPLEMENTARY BIDDER’S STATEMENT

accept

APA Group’S increased offer
	unanimously recommended by the
independent directors of HDUF in
the absence of a superior proposal
Cash plus APA Stapled Securities
	Solid and consistent distribution
track record
	Investment in Australia’s largest
gas infrastructure business

the
offer
by APA Group
to aCquire
all of your
stapled securities
in:
Hastings Diversified
Utilities Fund (HDUF)

Offer by APT Pipelines Limited (Bidder)
(ABN 89 009 666 700)
(a company wholly owned by Australian Pipeline Trust
(ARSN 091 678 778))

The Offer will close at 7.00pm (Sydney time)
on 18 September 2012, unless further extended or withdrawn.

This is an
important document
and requires your
immediate attention
This document is the fifth supplementary bidder’s
statement (“Fifth Supplementary Bidder’s Statement”)
to the Bidder’s Statement dated 15 December 2011
(“Bidder’s Statement”) issued by APT Pipelines Limited
ABN 89 009 666 700 (a company wholly owned by
Australian Pipeline Trust (ARSN 091 678 778)) and
lodged with the Australian Securities and Investments
Commission (“ASIC”) on 15 December 2011, in relation to
the offer by APT Pipelines Limited (“Offer”) for all of the
stapled securities in Hastings Diversified Utilities Fund.
A supplementary bidder’s statement was lodged with ASIC on
3 January 2012 (“First Supplementary Bidder’s Statement”),
a second supplementary bidder’s statement was lodged with ASIC
on 31 January 2012 (“Second Supplementary Bidder’s Statement”),
a third supplementary bidder’s statement was lodged with ASIC on
22 February 2012 (“Third Supplementary Bidder’s Statement”), and
a fourth supplementary bidder’s statement was lodged with ASIC on
22 August 2012 (collectively, the “Previous Supplements”).
This Fifth Supplementary Bidder’s Statement supplements, and is
to be read together with, the Bidder’s Statement and the Previous
Supplements.
Other than the terms defined in section 9.1 of this Fifth
Supplementary Bidder’s Statement, or unless the context requires
otherwise, defined terms in the Bidder’s Statement have the same
meaning in this Fifth Supplementary Bidder’s Statement. This Fifth
Supplementary Bidder’s Statement prevails to the extent of any
inconsistency with the Bidder’s Statement or the Previous
Supplements.
A copy of this Fifth Supplementary Bidder’s Statement was lodged
with ASIC on 27 August 2012. Neither ASIC nor any of its officers
takes any responsibility for the contents of this Fifth
Supplementary Bidder’s Statement.

Forward looking
statements
This Fifth Supplementary Bidder’s Statement contains certain
forward looking statements which have not been based solely on
historical facts, but are rather based on the Bidder’s and the APA
Responsible Entity’s current expectations about future events and
results. These forward looking statements are, however, subject to
risks, uncertainties and assumptions which could cause actual
events or results to differ materially from the expectations
described in such forward looking statements. These factors
include, amongst other things the risks identified in the “Summary
of Key Risks” on page 23, section 3.3 on page 27 of this Fifth
Supplementary Bidder’s Statement, and section 8 of the original
Bidder’s Statement as well as other matters not yet known to
APA Group or not currently considered material by the Bidder or
the APA Responsible Entity. Actual events or results may differ
materially from the events or results expressed or implied in any
forward looking statement and deviations are both normal and to
be expected. Except to the extent required by law, none of the
Bidder, the Board, nor any member of APA Group or their
respective officers or employees, any persons named in this Fifth
Supplementary Bidder’s Statement with their consent or any
person involved in the preparation of this Fifth Supplementary
Bidder’s Statement, make any representation or warranty (express
or implied) as to the accuracy or likelihood of fulfilment of any
forward looking statement, or any events or results expressed or
implied in any forward looking statement.
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How to
accept the Offer

APA Group encourages all HDUF Securityholders to read this Fifth
Supplementary Bidder’s Statement, together with the Bidder’s
Statement and the Previous Supplements for further information
about the Offer and APA Group.
The Offer is open for your acceptance until 7.00pm (Sydney time)
on 18 September 2012, unless further extended or withdrawn.
If you wish to accept the Offer, please follow the instructions set
out below or in your enclosed personalised Acceptance Form.
A personalised Acceptance Form is included with this Fifth
Supplementary Bidder’s Statement.
You may accept the Offer at any time during the Offer Period in the
manner specified below. How you accept the APA Group Offer
depends on whether your HDUF Stapled Securities are in an Issuer
Sponsored Holding or a CHESS Holding. Your enclosed personalised
Acceptance Form outlines which type of holding you have.
If you accept the Offer, you may receive the consideration under
the Minimum Offer before APA Group is entitled to proceed to
compulsory acquisition. If APA Group then becomes entitled to
proceed to compulsory acquisition, you will receive the additional
consideration offered under the 90% Offer (an extra $0.08 cash
for each HDUF Stapled Security).
The offer from Pipeline Partners Australia will lapse on 31 August
2012. If you have accepted the Pipeline Partners Australia offer,
you may accept the APA Group Offer once the Pipeline Partners
Australia offer has lapsed. How you accept the Offer depends on
whether your HDUF Stapled Securities are in an Issuer Sponsored
Holding or a CHESS Holding. Your enclosed personalised
Acceptance Form outlines which type of holding you have.
If you have already accepted the APA Group Offer, you do not
need to do anything in order to receive the increased Offer
Consideration (when that consideration becomes payable).
If you have previously withdrawn your acceptance of the
APA Group Offer, you will need to complete and lodge a further
Acceptance Form in order to accept the Offer and obtain the
increased Offer Consideration (when that consideration becomes
payable).

If you hold your HDUF Stapled Securities in an Issuer
Sponsored Holding (your SRN starts with an “I”)
To accept the Offer, you must complete, sign and return the
enclosed personalised Acceptance Form in accordance with
the instructions on it and return it to the address indicated on
the form (and set out below) before the end of the Offer Period.

If you hold your HDUF Stapled Securities in a CHESS
Holding (your HIN starts with an “X”)
To accept the Offer you must comply with the ASX Settlement
Operating Rules by doing one of the following:
•

instruct your Controlling Participant (usually your broker)
to initiate acceptance of the Offer in sufficient time for the
Offer to be accepted before the end of the Offer Period;

•

complete and sign the enclosed personalised Acceptance
Form and send it (together with all other documents required
by the instructions on the form) directly to your Controlling
Participant in sufficient time for the Offer to be accepted
before the end of the Offer Period with instructions to initiate
acceptance of the Offer on your behalf; or

•

complete, sign and return your enclosed personalised
Acceptance Form in accordance with the instructions on it
and lodge it by returning it to an address indicated on the form
(and set out below) so that your acceptance is received before
7.00pm (Sydney time) on the second last Business Day of the
Offer Period. This will authorise the Bidder to instruct your
broker or other Controlling Participant to initiate acceptance
of the Offer on your behalf.

The postal and delivery addresses for completed Acceptance
Forms are:
By post
Link Market Services Limited
Hastings Diversified Utilities Fund Takeover
Locked Bag A14
SYDNEY SOUTH NSW 1235
By hand
Link Market Services Limited
Hastings Diversified Utilities Fund Takeover
Level 12, 680 George Street
SYDNEY NSW 2000
Further details on how to accept the Offer are set out in section
9.4 of the Bidder’s Statement.
If you have any questions about the Offer, please call the
APA Offer Information Line on 1800 129 431 (callers in Australia)
or +61 2 8280 7731 (callers outside Australia) between 8.30am
and 5.30pm (Sydney time) on Business Days.
If you are in any doubt as to how to act, you should consult your
professional adviser.
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Chairman’s letter

“I continue to be excited by the
future for the Combined Group
and look forward to receiving
your acceptance and welcoming
you as an APA Securityholder.”
Len Bleasel AM
APA Group Chairman

Dear HDUF Securityholder
APA Group’s increased Offer for your HDUF Stapled Securities – now recommended by the independent directors of
the HDUF Responsible Entity

I am pleased to be writing to you once again to introduce APA Group’s increased Offer to acquire all of your HDUF Stapled Securities.
Also, I wish to advise that the independent directors of the HDUF Responsible Entity have unanimously recommended that you accept
APA Group’s Offer, in the absence of a superior proposal.
The increased Offer is materially higher than the competing takeover offer made by Pipeline Partners Australia, and represents a
substantial premium to the market price of HDUF Stapled Securities before APA Group announced the Offer in December 2011. The
Pipeline Partners Australia offer will lapse on 31 August 2012. If you have accepted the Pipeline Partners Australia offer, you may accept
the APA Group Offer once the Pipeline Partners Australia offer has lapsed.

Increased consideration

APA Group has announced that it will increase its offer to $0.80 in cash and 0.390 APA Stapled Securities for each HDUF
Stapled Security if it becomes entitled to proceed to compulsory acquisition (“90% Offer”).
Regardless of whether APA Group is entitled to proceed to compulsory acquisition, APA Group is now offering $0.72 in cash and
0.390 APA Stapled Securities for each HDUF Stapled Security (“Minimum Offer”).
If you accept the Offer, you may receive the consideration under the Minimum Offer before APA Group is entitled to proceed to
compulsory acquisition. If APA Group then becomes entitled to proceed to compulsory acquisition, you will receive the additional
consideration offered under the 90% Offer (an extra $0.08 cash for each HDUF Stapled Security).
Based on the closing price of APA Stapled Securities on 16 August 2012 (the day before the announcement of the increased Offer
Consideration), the implied value of the 90% Offer is $2.63 per HDUF Stapled Security, and the implied value of the Minimum Offer
is $2.55 per HDUF Stapled Security.1
Based on the closing price of APA Stapled Securities on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement), the implied value of the 90% Offer is $2.67 per HDUF Stapled Security, and the implied value
of the Minimum Offer is $2.59 per HDUF Stapled Security.2
The implied value of APA Group’s Offer is superior to the offer from Pipeline Partners Australia of $2.43, announced on 15 August 2012,
representing a premium of:
• 9.8% based on the 90% Offer,3 and
• 6.5% based on the Minimum Offer.4
The implied values of both the 90% Offer and Minimum Offer are above the midpoint of the value range for HDUF determined by
the independent expert engaged by the HDUF Responsible Entity to review the offer from Pipeline Partners Australia, which was
released to ASX on 3 August 2012.5
1

The increased Offer Consideration will not be reduced for any HDUF distributions paid since the Offer was announced on 14 December 2011. However, the value of
the Offer Consideration will be reduced by the amount of any HDUF distribution which is paid to HDUF Securityholders after 8 August 2012. The implied value of
the Offer will vary over the Offer Period – see Figures 2 and 3.

2

The implied value of the Offer will vary over the Offer Period – see Figures 2 and 3.

3

Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth Supplementary Bidder’s
Statement), the implied value of the 90% Offer is $2.67, giving a premium of 9.8% over the Pipeline Partners Australia offer.

4

Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth Supplementary Bidder’s
Statement), the implied value of the Minimum Offer is $2.59, giving a premium of 6.5% over the Pipeline Partners Australia offer.

5

Using the implied value of the 90% Offer and Minimum Offer based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading
day before the date of this Fifth Supplementary Bidder’s Statement). The implied value of the Offer will vary over the Offer Period – see Figures 2 and 3.

2

Using the 3 month VWAP of APA Stapled Securities on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement) of $4.89, the implied value of the 90% Offer is $2.71 and the implied value of the Minimum
Offer is $2.63.6
The value of APA Stapled Securities and therefore the implied value of the Offer Consideration are subject to change over the
Offer Period as a result of movements in the APA Stapled Security price.

Opportunity to retain exposure to the energy infrastructure sector

The increased Offer continues to provide you with the opportunity to retain exposure to the majority of the HDUF Group assets and
become an investor in a significantly larger entity offering the benefits of scale and diversity to its customers and you as a securityholder.
The Combined Group will be a bigger and broader energy infrastructure business, with a clear strategic focus on natural gas
transmission and will be able to provide enhanced services to its customers to better meet their requirements.
APA Group has had a consistent focus on enhancing the value of our asset portfolio through a combination of organic growth in our
core gas infrastructure business and via targeted acquisitions. This strategy has culminated in APA Group being Australia’s largest
natural gas infrastructure business transporting about half of all natural gas used in Australia.
With Australia’s increasing demand for energy, and in particular natural gas, the Combined Group will be well positioned to grow
sustainably and deliver secure and reliable financial performance to the benefit of APA Securityholders.
Furthermore APA Group intends to continue to pay distributions from operating cash flow with a view to growing distributions
over the longer term. If the Offer Consideration is paid on or before 31 December 2012, HDUF Securityholders who continue to hold
the APA Stapled Securities received as part of that consideration on 31 December 2012 will also receive APA Group’s FY2013 interim
distribution. Based on APA Group’s distribution guidance for FY2013, this would be equal to approximately 6.6 cents per
HDUF Stapled Security.7

Reduced conditionality

APA Group has waived a number of its Offer conditions. Importantly, the ACCC announced that it will not oppose the proposed
acquisition of HDUF after APA Group provided an undertaking to divest the Moomba to Adelaide Pipeline System – see section 3.
Following this announcement, APA Group waived its ACCC approval condition.
APA Group has now waived the conditions of its Offer relating to change of control and other matters related to HDUF’s financing
arrangements (conditions (i), (j) and (k) of the Offer).
APA Group would be prepared to waive condition (s) (payments to and undertaking by the HDUF Responsible Entity) of its Offer if the
HDUF Responsible Entity agrees to limit its Performance Fee for the period ended 30 June 2012 to $50 million, and agrees that it will not
accept any Performance Fee for any period commencing on or after 1 July 2012 while the Offer remains open or APA Group has a relevant
interest in more than 50% of HDUF Stapled Securities. The HDUF Responsible Entity has agreed to this in relation to the Pipeline Partners
Australia offer.
APA Group has also announced an intention to waive condition (a) (90% minimum ownership) once it has obtained a relevant interest in
more than 70% of HDUF Stapled Securities.
For more details on the status of the remaining Offer conditions, please see the section entitled “Reduced conditionality of Offer”
on page 8.

APA Group encourages you to ACCEPT the increased Offer

You can ACCEPT APA Group’s increased Offer immediately by following the instructions on page 1 or as set out in your personalised
Acceptance Form, which is enclosed with this Fifth Supplementary Bidder’s Statement. Your acceptance must be received before the
Offer Period ends, which is currently scheduled to be 7.00pm (Sydney time) on 18 September 2012, unless further extended or withdrawn.
APA Group is also now offering an institutional acceptance facility for professional investors – see section 4.
If you have any questions or require additional assistance, please contact the APA Offer Information Line on 1800 129 431
(within Australia), or +61 2 9280 7731 (outside Australia), or consult your professional adviser.
As Chairman of the Board of the responsible entity of APA Group, I continue to be excited by the future for the Combined Group
and look forward to receiving your acceptance and welcoming you as an APA Securityholder.
Yours sincerely

Len Bleasel AM
APA Group Chairman

6

The 3 month VWAP of APA Stapled Securities on 24 August 2012 (the last trading day before the date of this Fifth Supplementary Bidder’s Statement) was $4.89.

7

Based on APA Group’s distribution guidance for the period ending 31 December 2012 and the scrip component of the Offer Consideration being 0.390 APA Stapled
Securities.
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Overview of
the increased Offer

For each HDUF Stapled Security you will receive:8
Under the 90% Offer (where APA Group becomes entitled to proceed to compulsory acquisition):

$0.80 cash and 0.390 APA Stapled Securities.
The consideration under the 90% Offer implies a value of $2.679
per HDUF Stapled Security.
Under the Minimum Offer (regardless of whether APA Group becomes entitled to proceed to
compulsory acquisition):

$0.72 cash and 0.390 APA Stapled Securities.
The consideration under the Minimum Offer implies a value of $2.5910
per HDUF Stapled Security.
If you accept the Offer, you may receive the consideration under the Minimum Offer before APA Group is entitled to proceed to
compulsory acquisition. If APA Group then becomes entitled to proceed to compulsory acquisition, you will receive the additional
consideration offered under the 90% Offer (an extra $0.08 cash for each HDUF Stapled Security).

Figure 1 – Impact of distributions on the Offer Consideration

HDUF distributions

• If you continue to hold HDUF Stapled Securities on the record date for any further HDUF distribution, then
you will also receive that distribution from HDUF.
• The increased Offer Consideration will not be reduced for any HDUF distributions paid since the Offer was
announced on 14 December 2011.
However, the value of the Offer Consideration will be reduced by the amount of any HDUF distribution
which is paid to HDUF Securityholders after 8 August 2012.11

APA Group
distributions

• If you accept the increased Offer, you will be entitled to receive any distributions paid to APA Stapled
Securityholders for each APA Stapled Security you receive as part of the Offer Consideration where the
APA Stapled Security is issued before the relevant record date for that distribution.
• APA Group’s next distribution payment is expected to be in respect of the six month period to
31 December 2012. If the Offer Consideration is paid on or before 31 December 2012 and you retain those
APA Stapled Securities that you receive as part of the Offer Consideration at the record date for that
distribution (31 December 2012), you will receive the FY2013 interim distribution from APA Group to be
paid in March 2013.
• Based on APA Group’s distribution guidance for FY2013, this interim distribution is likely to be in the order
of 17 cents per APA Stapled Security, equal to 6.6 cents per HDUF Stapled Security.12
If you are not issued the APA Stapled Securities on or before 31 December 2012, you will not be entitled to
the APA Group FY2013 interim distribution.

8

Foreign Securityholders will not be entitled to receive APA Stapled Securities. Instead, the APA Stapled Securities to which they would otherwise be entitled
will be sold by the Nominee and the net proceeds paid to them. See section 9.5.3 of the Bidder’s Statement for further information.

9

Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth Supplementary Bidder’s
Statement).

10

Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth Supplementary Bidder’s
Statement).

11

See section 9.2.4 of the Bidder’s Statement for further information.

12

Based on APA Group’s distribution guidance for the period ending 31 December 2012 and the scrip component of the Offer Consideration being 0.390
APA Stapled Securities.
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Under the 90% Offer (where APA Group becomes entitled to proceed to compulsory acquisition by having a relevant interest
in at least 90% of HDUF Stapled Securities):
For each HDUF Stapled Security, you will receive:
$0.80 cash + 0.390 APA Stapled Securities.13
The consideration under the 90% Offer implies a value of $2.67 per HDUF Stapled Security, comprising:
• $0.80 cash; and
• 0.390 APA Stapled Securities with an implied value of $1.87.14
This implied value represents a premium of:
• 50.2% to the 5 day VWAP of HDUF Stapled Securities on the day before the Announcement Date of $1.78;
• 60.9% to the 3 month VWAP of HDUF Stapled Securities on the day before the Announcement Date of $1.66; and
• 9.8% to the value of the offer from Pipeline Partners Australia of $2.43.15
Under the Minimum Offer (regardless of whether APA Group becomes entitled to proceed to compulsory acquisition):
For each HDUF Stapled Security, you will receive:
$0.72 cash + 0.390 APA Stapled Securities.16
The consideration under the Minimum Offer implies a value of $2.59 per HDUF Stapled Security, comprising:
• $0.72 cash; and
• 0.390 APA Stapled Securities with an implied value of $1.87.17
This implied value represents a premium of:
• 45.7% to the 5 day VWAP of HDUF Stapled Securities on the day before the Announcement Date of $1.78;
• 56.1% to the 3 month VWAP of HDUF Stapled Securities on the day before the Announcement Date of $1.66; and
• 6.5% to the value of the offer from Pipeline Partners Australia of $2.43.18
The value of APA Stapled Securities and therefore the implied value of the Offer Consideration are subject to change over
the Offer Period as a result of movements in the APA Stapled Security price – see Figures 2 and 3.

13

Refer footnote 8.

14

Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth Supplementary Bidder’s
Statement).

15

The Pipeline Partners Australia offer will lapse on 31 August 2012.

16

Refer footnote 8.

17

Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth Supplementary Bidder’s
Statement).

18

Refer footnote 15.
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Overview of the increased Offer continued

Value of the Offer Consideration
Figures 2 and 3 below show how the implied value of the Offer Consideration varies with changes in the APA Stapled Security price.
It also shows the corresponding impact on the premium to the 5 day and 3 month VWAPs of HDUF Stapled Securities on the day
before the Announcement Date, and the corresponding impact on the premium to the Pipeline Partners Australia offer.
Figures 2 and 3 are designed to assist HDUF Securityholders in assessing the value of the Offer Consideration at different
APA Stapled Security prices. Figures 2 and 3 do not provide a forecast of the price at which APA Stapled Securities will trade on any
relevant market including the ASX.
The Bidder is not obliged to make any adjustment to the Offer Consideration if the value of APA Stapled Securities changes during
the Offer Period. Accordingly, market fluctuations could favourably or adversely affect the implied value of the Offer Consideration
at any particular time.
FIGURE 2 –

Consideration under 90% Offer (Based on $0.80 cash and 0.390 APA Stapled Securities if APA Group becomes

entitled to proceed to compulsory acquisition)

Implied value of the consideration under the
90% Offer

Implied premium of the consideration under the
90% Offer19

Value of
APA Stapled
Security

Cash

Total offer
consideration

To 5 day
VWAP of
HDUF Stapled
Securities of
$1.78

To 3 month
VWAP of
HDUF Stapled
Securities of
$1.66

$1.74

$0.80

$2.54

43.0%

53.2%

4.5%

$1.79

$0.80

$2.59

46.0%

56.5%

6.7%

$1.87

$0.80

$2.67

50.2%

60.9%

9.8%

$1.87

$0.80

$2.67

50.4%

61.2%

10.0%

$1.91

$0.80

$2.71

52.3%

63.2%

11.3%

$5.00 Upper end of
independent expert
value range for
APA Group

$1.95

$0.80

$2.75

54.8%

65.9%

13.2%

$5.20

$2.03

$0.80

$2.83

59.2%

70.6%

16.4%

$2.06

$0.80

$2.86

60.8%

72.2%

17.5%

APA Stapled Security price

$4.46

Lowest closing price
since 14 Dec 2011

$4.60
$4.79

Closing price on
24 Aug 201220

$4.80 Lower end of
independent expert
value range for
APA Group21
$4.89

$5.27

19

APA 3 month VWAP on
24 Aug 2012

Highest closing price
since 14 Dec 2011

To Pipeline
Partners
Australia
offer of
$2.43

VWAP of HDUF Stapled Securities is on the day before the Announcement Date.

20 The last trading day before the date of this Fifth Supplementary Bidder’s Statement.
21

6

See the independent expert’s report in the target’s statement released by HDUF on 3 August 2012 in relation to the Pipeline Partners Australia offer.

FIGURE 3 – Consideration under Minimum Offer (Based on $0.72 cash and 0.390 APA Stapled Securities regardless of
whether APA Group becomes entitled to proceed to compulsory acquisition)
Implied value of the consideration under the
Minimum Offer

Implied premium of the consideration under the
Minimum Offer22

Value of
APA Stapled
Security

Cash

Total offer
consideration

To 5 day
VWAP of
HDUF Stapled
Securities of
$1.78

To 3 month
VWAP of
HDUF Stapled
Securities of
$1.66

$1.74

$0.72

$2.46

38.5%

48.3%

1.2%

$1.79

$0.72

$2.51

41.5%

51.6%

3.5%

$1.87

$0.72

$2.59

45.7%

56.1%

6.5%

$1.87

$0.72

$2.59

45.9%

56.3%

6.7%

$1.91

$0.72

$2.63

47.8%

58.3%

8.0%

$5.00 Upper end of
independent expert
value range for
APA Group

$1.95

$0.72

$2.67

50.3%

61.0%

9.9%

$5.20

$2.03

$0.72

$2.75

54.7%

65.7%

13.1%

$2.06

$0.72

$2.78

56.3%

67.4%

14.2%

APA Stapled Security price

$4.46

Lowest closing price
since 14 Dec 2011

$4.60
$4.79

Closing price on
24 Aug 201223

$4.80 Lower end of
independent expert
value range for
APA Group24
$4.89

$5.27

APA 3 month VWAP on
24 Aug 2012

Highest closing price
since 14 Dec 2011

To Pipeline
Partners
Australia
offer of
$2.43

As noted above, the Offer Consideration will not be reduced for any HDUF distributions paid since the Offer was announced on
14 December 2011. However, the value of the Offer Consideration will be reduced by the amount of any HDUF distribution which
is paid to HDUF Securityholders after 8 August 2012.
Annexure A to this Fifth Supplementary Bidder’s Statement is the formal notice that gives effect to the increase in Offer Consideration.

22 VWAP of HDUF Stapled Securities is on the day before the Announcement Date.
23 The last trading day before the date of this Fifth Supplementary Bidder’s Statement.
24 See the independent expert’s report in the target’s statement released by HDUF on 3 August 2012 in relation to the Pipeline Partners Australia offer.
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Overview of the increased Offer continued

Reduced conditionality of Offer
Since the Announcement Date, APA Group has waived a number of the Defeating Conditions set out in section 10 of the Bidder’s
Statement, including the following key conditions:
• condition (b) – Foreign Acquisitions and Takeovers Act – which required the Treasurer not to object under the Foreign Investment
Policy to the proposed acquisition by the Bidder of HDUF;
• condition (c) – ACCC approval – which required that the Bidder receive clearance from the ACCC (see section 3 of this Fifth
Supplementary Bidder’s Statement for further information);
• conditions (i), (j) and (k) – HDUF financing arrangements – which related to change of control and other matters related to
HDUF’s financing arrangements; and
• conditions (l) and (m) – Change of control – which generally required that no person exercise any rights to terminate, vary or
modify any agreement with any HDUF Group Entity (other than in relation to financing arrangements) as a result of the Offer.
As at the date of this Fifth Supplementary Bidder’s Statement, the remaining Defeating Conditions are as set out in section 1 of this
Fifth Supplementary Bidder’s Statement.

Intentions in respect of specific conditions
APA Group has also announced an intention to waive condition (a) (90% minimum ownership) once it has obtained a relevant
interest in more than 70% of HDUF Stapled Securities.
APA Group would be prepared to waive condition (s) (payments to and undertaking by the HDUF Responsible Entity) of its Offer if
the HDUF Responsible Entity agrees to limit its Performance Fee for the period ended 30 June 2012 to $50 million, and agrees that it
will not accept any Performance Fee for any period commencing on or after 1 July 2012 while the Offer remains open or APA Group
has a relevant interest in more than 50% of HDUF Stapled Securities. The HDUF Responsible Entity has agreed to this in relation to
the Pipeline Partners Australia offer.
APA Group does not intend to rely on any of the breaches that have already occurred in relation to its other bid conditions to end its
Offer where it is already aware of those breaches.

8

Reasons why you should
ACCEPT APA Group’s increased Offer
You should ACCEPT APA Group’s increased Offer for the following reasons:

1.

The independent directors of the HDUF Responsible Entity
unanimously recommend that you accept APA Group’s
increased Offer, in the absence of a superior proposal25

2.

Receive a substantial premium for your
HDUF Stapled Securities26

3.

APA Group’s increased Offer is superior to the offer from
Pipeline Partners Australia27

4.

APA Group’s increased Offer is above the midpoint
of the value range for HDUF determined by an
independent expert28

5.

Gain exposure to APA Group, which has achieved
superior total securityholder return in excess of
HDUF and the market29

6.

Benefit from quality management, energy industry
know-how and robust financial capability

7.

Benefit from scale and diversity, while retaining
exposure to the majority of HDUF Group assets

Risks
In deciding whether to accept this Offer, you should also consider the risk factors that may affect the APA Group, the Combined Group,
that arise from the Offer, and that relate to the general economy and securities market. A “Summary of Key Risks” is included at page
23 of this Fifth Supplementary Bidder’s Statement. These risks are also set out in detail in section 8 of the original Bidder’s Statement.

No CGT rollover relief available
You should be aware that no CGT roll-over relief will be available for HDUF Securityholders who accept the Offer. Please refer to
section 6 of this Fifth Supplementary Bidder’s Statement for further information.

25 ASX announcement, 21 August 2012.
26 The Minimum Offer is a premium of 45.7% to the 5 day VWAP of HDUF Stapled Securities of $1.78 and a premium of 56.1% to the 3 month VWAP of $1.66 (in
each case on the day before the Announcement Date) based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day
before the date of this Fifth Supplementary Bidder’s Statement). See Figures 2 and 3 of this section which show variations in the premium at different prices for
APA Stapled Securities.
27

The implied value of APA Group’s Offer is superior to the offer from Pipeline Partners Australia of $2.43, announced on 15 August 2012, representing a premium
of 9.8% based on the 90% Offer, and 6.5% based on the Minimum Offer (based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the
last trading day before the date of this Fifth Supplementary Bidder’s Statement).

28 On 3 August 2012 HDUF released a target’s statement in response to Pipeline Partners Australia’s takeover bid for HDUF. The target’s statement included an
independent expert report, in which the independent expert calculated a full underlying value range for HDUF of $2.30 - $2.69 per HDUF Stapled Security.
29 Based on total securityholder return comparisons between APA Group, HDUF and the S&P/ASX 200 Accumulation Index since HDUF listed in December 2004.
Total securityholder return is the capital appreciation of the company’s security price, adjusted for capital management (such as security splits or
consolidations) and assuming reinvestment of distributions at the declared distribution rate per security. The period analysed is from 10 December 2004 up to
and including the last trading day before the date of this Fifth Supplementary Bidder’s Statement (24 August 2012). Past performance is not an indicator of
future performance.
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Reasons why you should ACCEPT APA Group’s increased Offer continued

1.			

The independent directors of the HDUF Responsible Entity
unanimously recommend that you accept APA Group’s increased
Offer, in the absence of a superior proposal

On 21 August 2012, HDUF announced that a subcommittee of independent directors of the HDUF Responsible
Entity had assessed APA Group’s increased Offer, and unanimously recommend that HDUF Securityholders accept
the increased Offer in the absence of a superior proposal.
The independent director of the HDUF Responsible Entity who holds HDUF Stapled Securities has indicated that
APA Group’s increased Offer will be accepted in respect of that independent director’s HDUF Stapled Securities in
the absence of a superior offer.
As at the date of this Fifth Supplementary Bidder’s Statement, no superior proposal has emerged.30

30 On 21 August 2012, the independent directors of the HDUF Responsible Entity withdrew their recommendation of the Pipeline Partners
Australia offer and unanimously recommended that HDUF Securityholders accept the increased APA Group Offer in the absence of a
superior proposal.
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Receive a substantial premium for your HDUF Stapled Securities

Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the
date of this Fifth Supplementary Bidder’s Statement):
•

the implied value of the 90% Offer is $2.67 per HDUF Stapled Security
(comprising $0.80 cash and 0.390 APA Stapled Securities being an implied value of $1.87); and

•

the implied value of the Minimum Offer is $2.59 per HDUF Stapled Security
(comprising $0.72 cash and 0.390 APA Stapled Securities being an implied value of $1.87).

The increased Offer Consideration will not be reduced for any HDUF distributions paid since the Offer was
announced on 14 December 2011. However, the value of the Offer Consideration will be reduced by the amount of
any HDUF distribution which is paid to HDUF Securityholders after 8 August 2012.
The additional $0.08 cash for each HDUF Stapled Security under the 90% Offer is only payable where APA Group
becomes entitled to proceed to compulsory acquisition.
If you accept the Offer, you may receive the consideration under the Minimum Offer before APA Group is entitled
to proceed to compulsory acquisition. If APA Group then becomes entitled to proceed to compulsory acquisition,
you will receive the additional consideration offered under the 90% Offer (an extra $0.08 cash for each HDUF
Stapled Security).
Using the 3 month VWAP of APA Stapled Securities of $4.89 on 24 August 2012 (the last trading day before the
date of this Fifth Supplementary Bidder’s Statement), the implied value of the 90% Offer is $2.71 and the implied
value of the Minimum Offer is $2.63.
The value of APA Stapled Securities and therefore the implied value of the Offer Consideration are subject to
change over the Offer Period as a result of movements in the APA Stapled Security price – see Figures 2 and 3.
FIGURE 4 – Implied
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Security price

2.

premium to HDUF Stapled Security prices
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an APA Stapled Securities
price of $4.79**

APA Group Minimum Offer
*

5 day VWAP on the
day before the
Announcement Date

3 month VWAP on
the day before the
Announcement Date

APA Group 90% Offer (including additional cash payment)*

Additional $0.08 cash payment only payable under 90% Offer where APA Group becomes entitled to proceed to compulsory
acquisition

** $4.79 is the closing price of APA Stapled Securities on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement)

The implied premium of the 90% Offer and Minimum Offer over the HDUF 5 day and 3 month VWAPs on the day
before the Announcement Date and over the Pipeline Partners Australia offer at different prices for APA Stapled
Securities are set out in Figures 2 and 3.
However, the value of the Offer Consideration will be reduced by the amount of any HDUF distribution which
is paid to HDUF Securityholders after 8 August 2012.
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Reasons why you should ACCEPT APA Group’s increased Offer continued

3.			

APA Group’s increased Offer is superior to the offer from Pipeline
Partners Australia
The implied value of APA Group’s Offer is superior to the offer from Pipeline Partners Australia of $2.43, announced
on 15 August 2012, representing a premium of:
•

9.8%31 based on the 90% Offer;32 and

•

6.5%33 based on the Minimum Offer.

The Pipeline Partners Australia offer will lapse on 31 August 2012.
Since APA Group announced its Offer on 14 December 2011, the closing prices of APA Stapled Securities have
been in the range of $4.46 - $5.27. At all prices within that range, APA Group’s Offer is greater than Pipeline
Partners Australia’s offer, as the implied value of the 90% Offer based on this trading price range is in the range
of $2.54 - $2.86, and the implied value of the Minimum Offer based on this trading price range is in the range of
$2.46 - $2.78.34
The implied premium over the Pipeline Partners Australia offer at different prices for APA Stapled Securities is set
out in Figures 2 and 3.
FIGURE 5 – Comparison

between APA Group’s increased Offer and
Pipeline Partners Australia’s offer
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$2.00
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Pipeline Partners
Australia offer

APA Group Offer
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Stapled Securities
price of $4.46**

$2.67
$2.59

$2.86
$2.78
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Pipeline Partners Australia offer

*

APA Group Offer
based on an APA
Stapled Securities
price of $4.79***

APA Group Offer
based on an APA
Stapled Securities
price of $5.27****

APA Group Minimum Offer
APA Group 90% Offer (including additional cash payment)*

Additional $0.08 cash payment only payable under 90% Offer where APA Group becomes entitled to proceed to compulsory acquisition

** $4.46 is the lowest closing price of APA Stapled Securities since the Announcement Date
*** $4.79 is the closing price of APA Stapled Securities on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement)
****$5.27 is the highest closing price of APA Stapled Securities since the Announcement Date

31

Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement) giving an implied value to the 90% Offer of $2.67.

32 The additional consideration under the 90% Offer is only payable where APA Group becomes entitled to proceed to compulsory acquisition.
33 Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement) giving an implied value to the Minimum Offer of $2.59.
34 Based on the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement).
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Retain investment in the energy infrastructure sector
The increased Offer also enables HDUF Securityholders to retain exposure to the majority of the HDUF Group assets35
and gain exposure to the APA Group assets. HDUF Securityholders will benefit from the scale and diversity of the
Combined Group and will also benefit from APA Group’s quality management and internally managed fee-free structure.
HDUF Securityholders who accept the all-cash Pipeline Partners Australia offer will lose exposure to the HDUF
Group assets and will be faced with risks and costs associated with reinvestment (including the risk that,
depending on market conditions, any monies received from Pipeline Partners Australia may not be able to be
reinvested at a similar rate of return to that obtained from an investment in HDUF).

35 On 19 July 2012, the ACCC announced that it would not oppose the proposed acquisition by APA Group of HDUF, on the basis of its
acceptance of the ACCC Undertaking from APA Group to divest the MAPS Business. See section 3 of this Fifth Supplementary Bidder’s
Statement for further information.

13

Reasons why you should ACCEPT APA Group’s increased Offer continued

4.			

APA Group’s increased Offer is above the midpoint of the value
range for HDUF determined by an independent expert
The implied values of the 90% Offer and the Minimum Offer are above the midpoint of the independent expert’s
value range for HDUF.36
On 3 August 2012, the HDUF Responsible Entity released a target’s statement in response to Pipeline Partners
Australia’s takeover bid for HDUF, which included an independent expert report. The independent expert has
estimated that the full underlying equity value of HDUF, including a premium for control, is in the range of
$2.30 - $2.69 per HDUF Stapled Security.
Further, the independent expert considers that an APA Stapled Security price of $4.80 to $5.00 is a reasonable
estimate which encompasses the recent performance of APA Stapled Securities as well as current market
conditions.

FIGURE 6 – Comparison

of APA Group’s increased Offer against value range for
HDUF determined by the independent expert
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price of $5.00****
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Independent expert valuation range

*

APA Group Minimum Offer
APA Group 90% Offer (including additional cash payment)*

Additional $0.08 cash payment only payable under 90% Offer where APA Group becomes entitled to proceed to compulsory
acquisition

** $4.79 is the closing price of APA Stapled Securities on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement)
*** $4.80 is the lower end of the independent expert’s value range for APA Stapled Securities
****$5.00 is the upper end of the independent expert’s value range for APA Stapled Securities

36 Using the implied value of the 90% Offer of $2.67, and the implied value of the Minimum Offer of $2.59, each based on the closing price of
APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth Supplementary Bidder’s Statement).
The implied value of the Offer will vary over the Offer Period – see Figures 2 and 3.
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Gain exposure to APA Group, which has achieved superior total
securityholder return in excess of HDUF and the market
Total securityholder return since HDUF listing
APA Group has outperformed HDUF and the S&P/ASX 200 Accumulation Index since HDUF’s listing.

FIGURE 7 – APA

Stapled Security price performance vs. the HDUF Stapled Security
price performance and the S&P/ASX 200 Accumulation Index
(rebased to 100 at December 2004)
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Source: APA Group, based on IRESS data37
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IRESS has not consented to the use of this reference.
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Reasons why you should ACCEPT APA Group’s increased Offer continued
exposure to APA Group, which has achieved superior total
5. Gain
securityholder return in excess of HDUF and the market continued

In the period from HDUF’s listing on the ASX in December 2004 to the day before the Announcement Date (prior
to the recent HDUF takeover activity), APA Group delivered a total securityholder return of 163%. During the same
period, HDUF achieved a total securityholder return of only 51%, and the S&P/ASX 200 Accumulation Index38
achieved a total return of only 46%.39
Including the recent HDUF takeover activity, APA Group continues to significantly outperform HDUF. Over the
period from HDUF’s listing to 24 August 2012 (the last trading day before the date of this Fifth Supplementary
Bidder’s Statement), APA Group delivered a total securityholder return of 195%. During the same period, HDUF
achieved a total securityholder return of only 133%, and the S&P/ASX 200 Accumulation Index achieved a total
return of only 56%.40
FIGURE 8 – APA

Group total securityholder return vs. HDUF Group total
securityholder return and the ASX/S&P 200 Accumulation Index
(total securityholder return since 10 December 2004)
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38 Similar to the calculation of total securityholder return, the S&P/ASX 200 Accumulation Index takes into account the notional security price
movements, adjustment for capital management (such as security splits and consolidations) and assuming reinvestment of distributions at
the declared distribution rate per security of the stocks that comprise the S&P/ASX 200 over a period of time.
39 Total securityholder return calculations for the period from HDUF’s listing on 10 December 2004 to the Announcement Date use figures from
APA Group, HDUF and the S&P/ASX 200 Accumulation Index as at the day before the Announcement Date. Past performance is not an
indicator of future performance.
40 Total securityholder return calculations for the period from HDUF’s listing on 10 December 2004 to 24 August 2012 (the last trading day
before the date of this Fifth Supplementary Bidder’s Statement) use figures from APA Group, HDUF and the S&P/ASX 200 Accumulation
Index as at the last trading day before the date of this Fifth Supplementary Bidder’s Statement. Past performance is not an indicator of
future performance.
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Solid distribution track record
APA Group has a solid and consistent distribution record which has increased from 23.0 cents per APA Stapled
Security in 2005 to 35 cents in 2012.41 Against this, HDUF’s distribution has been reduced from 24.4 cents per HDUF
Stapled Security in 2005 to 10.042 cents in 2012.43

FIGURE 9 – Comparison

of distributions paid by APA Group and HDUF since 200544
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As confirmed to the ASX on 22 August 2012, APA Group’s final distribution for the six months ending 30 June 2012
is 18 cents per stapled security. Together with the interim distribution of 17 cents paid in March 2012, distributions
for FY2012 total 35 cents per security. That represents an increase of 1.7 per cent over the previous year’s
distributions.
If the Bidder acquires all of the HDUF Stapled Securities, APA Group intends to continue its policy of ensuring all
distributions are fully covered by operating cash flows while seeking to balance the funding requirements of a
growing business with the objective of increasing distributions to its securityholders.
APA Group’s next distribution payment is expected to be in respect of the six month period to 31 December 2012.
Based on the distribution guidance for FY2013, this interim distribution is likely to be in the order of at least 17
cents per APA Stapled Security equal to approximately 6.6 cents per HDUF Stapled Security.45 If the Offer
Consideration is paid on or before 31 December 2012, and you retain those APA Stapled Securities that you receive
as part of the Offer Consideration at the record date for that distribution (31 December 2012), you will receive the
APA Group FY2013 interim distribution to be paid in March 2013.

41

APA Group’s FY2012 distributions of 35 cents includes the 18 cents final distribution, as confirmed to the ASX on 22 August 2012.

42 HDUF’s FY2012 distributions of 10 cents is based on the annual distribution guidance HDUF provided to the ASX on 24 February 2012.
43 APA Group has a financial year end of 30 June compared to a HDUF financial year end of 31 December. For clarity and in order to provide
a basis of comparison, the historical figures for APA Group and HDUF are based on figures as at their respective financial year end dates.
44 APA Group has a financial year end of 30 June compared to a HDUF financial year end of 31 December. For clarity and to provide a basis
of comparison, the historical figures for APA Group and HDUF are based on figures as at their respective financial year end dates. HDUF
issued approximately 277 million new securities in July 2009 as part of a 1-for-1 non-renounceable pro-rata entitlement offer and
institutional placement. APA Group’s FY2012 distributions of 35 cents includes the 18 cents final distribution, as announced to the ASX
on 22 August 2012. HDUF’s FY2012 distributions of 10 cents is based on the annual distribution guidance HDUF provided to the ASX on
24 February 2012.
45 Based on APA Group’s distribution guidance for the period ending 31 December 2012 and the scrip component of the Offer Consideration
being 0.390 APA Stapled Securities.
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Reasons why you should ACCEPT APA Group’s increased Offer continued
exposure to APA Group, which has achieved superior total
5. Gain
securityholder return in excess of HDUF and the market continued

FY2013 EBITDA and distribution guidance
Barring unforeseen circumstances, APA Group expects EBITDA for the full year to 30 June 2013 to be in the range
of $540 million to $550 million. This range reflects APA’s continuing business, and represents an increase of
approximately 6.5% over the previous year when FY2012 EBITDA is adjusted for the sell down of the Allgas gas
distribution network in December 2011. This guidance does not take into consideration the potential acquisition
of HDUF.
Total distributions for the full year to 30 June 2013 are expected to be at least at the level of FY2012 distributions,
that is, at least 35 cents per APA Stapled Security. Distribution guidance is expected to remain unchanged if
APA Group is successful in acquiring HDUF.
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6.			

Benefit from quality management, energy industry know-how and
robust financial capability
APA Group has proven management expertise, consistently delivering on APA Group’s strategy
APA Group has extensive experience in the pipeline industry as owner and operator of an infrastructure business.
With a national team of 1,400 employees, APA Group manages and operates energy infrastructure assets of
approximately $9 billion.46
APA Group works closely with its customers to develop innovative solutions and new services in response to the
dynamics of the gas market.
APA Group has a track record of successfully integrating acquisitions and enhancing its asset portfolio, including
construction of new pipelines and capacity expansion of existing pipelines.
APA Group has delivered consistent strong business performance, adhering to strategy and generating value for
customers and securityholders.

APA Group has consistently identified and delivered growth projects on its assets
Since listing 12 years ago, APA Group has maintained its strategy of optimising existing assets and pursuing growth
opportunities.
Over the last 4 years, APA Group has invested $900 million on growth capital expenditure, and there continues
to be significant investment opportunities to support the future growth of APA Group.
In general, these projects are underpinned by firm contracts or regulatory arrangements, providing confidence
in APA Group’s ability to generate value for APA Securityholders.

APA Group’s robust financing capability
APA Group has robust financing capability which enables it to competitively fund current and future growth
opportunities for APA Group.
On 22 August 2012, APA Group announced that it had secured a total of $600 million in new 1-year and 4-year
bank commitments. When combined with APA Group’s existing cash and undrawn facilities, in the event that it
moves to compulsory acquisition of HDUF Stapled Securities APA Group confirms it has sufficient funding
resources to fully repay all HDUF debt, fund the cash component of the Offer and retain adequate headroom in the
APA Group business.
Since 30 June 2011, APA Group has secured in excess of $2.9 billion in new bank facilities and medium term note
issues, highlighting APA Group’s ongoing ability to access global capital markets and the very strong support that
APA Group maintains within the Australian bank syndication and bilateral markets.
APA Group has a number of programs available through which it is able to raise debt funding to complete ongoing
refinancing of its debt obligations. These programs have been established in a range of jurisdictions (including
Australia, North America and Europe) and give APA Group access to a wide array of markets within which to
undertake ongoing refinancing of its debt obligations.
In addition, on 16 August APA Group announced it had allocated $475 million APA Group Subordinated Notes
under the Subordinated Notes Offer. The proceeds raised from the Subordinated Notes Offer will be used to
support APA Group’s ongoing investment in the growth of its infrastructure assets (including for the acquisition
of HDUF, if it proceeds) and for general corporate purposes.

46 APA Group owns and operates its own assets of $4.2 billion. APA Group also operates assets of approximately $4.7 billion owned by some
of its energy investments (Envestra, SEA Gas Pipeline, GDI (EII) Pty Ltd (which owns the Allgas Distribution Network), Energy Infrastructure
Investments and Ethane Pipeline Income Fund). The asset values are based on pro forma historical financial information.
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Reasons why you should ACCEPT APA Group’s increased Offer continued

7.			

Benefit from scale and diversity, while retaining exposure to the
majority of HDUF Group assets
The Offer provides an opportunity for HDUF Securityholders to join APA Securityholders and be part of a bigger
and broader energy infrastructure business.47 This offers the benefits of scale and diversity, whilst still retaining
exposure to the majority of the HDUF Group assets.
The Combined Group will own an unrivalled interconnected gas infrastructure footprint in Australia and will own
and/or operate over 14,000 kilometres of gas transmission pipelines,48 enhancing its ability to transport gas from
all connected major gas fields to all connected major gas markets across the country.
FIGURE 10 – Australia’s

largest natural gas transmission pipeline owners

Source: APA Group, HDUF, ESAA, Dampier to Bunbury Natural Gas Pipeline
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47 Foreign Securityholders will not be entitled to receive APA Stapled Securities. Instead, the APA Stapled Securities to which they would
otherwise be entitled will be sold by the Nominee and the net proceeds paid to them. See section 9.5.3 of the Bidder’s Statement for
further information.
48 This includes pipelines operated by APA Group which are owned by one of its energy investment entities.
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APA Group’s gas infrastructure footprint is particularly important and beneficial at a time when the demand for
natural gas in Australia is forecast to double over the next 20 years.49 This provides APA Group, alone and as part
of the Combined Group, access to a broad range of growth and investment opportunities.
Most importantly, while exposed to the growing gas market nationwide, APA Group will pursue projects that are
expected to generate value for its securityholders and create responsive solutions to its customers’ needs. This
means investing in opportunities that:
•

capture revenue and operational synergies;

•

utilise and build on APA Group’s existing knowledge and skills base; and

•

offer long-term stable cash flows, further strengthening APA Group’s financial position.

FIGURE 11 – APA

Group exposure to major gas production sources

Source: APA Group data; EnergyQuest May 2012
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49 ABARE, “Australian energy projections to 2029-30”, March 2010 (see also section 1.2 at page 25 of the Bidder’s Statement).
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Reasons why you should ACCEPT APA Group’s increased Offer continued

7.

Benefit from scale and diversity, while retaining exposure
to the majority of HDUF Group assets continued

A larger Combined Group by market capitalisation
HDUF has a market capitalisation of $1.4 billion.50 The Combined Group, with an estimated market capitalisation of
$3.9 billion,51 is expected to be around the 52nd largest entity in the ASX All Ordinaries.

FIGURE 12 – Market

capitalisation and position of HDUF, APA Group and the
Combined Group in the ASX All Ordinaries52
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Undertaking to divest MAPS Business
As part of the ACCC’s review into APA Group’s proposed acquisition of HDUF, APA Group provided an undertaking
to the ACCC to divest the MAPS Business. APA Group is confident that its requirement to divest the MAPS Business
will not materially impact either its ability to provide an enhanced service offering to its customers, or its ongoing
financial performance. Additionally, APA Group believes that the MAPS Business is an attractive asset with stable
long term cash flows, and is confident that the divestment process will successfully maximise value for
securityholders of the Combined Group.

50 Based on the closing price of HDUF Stapled Securities of $2.63 on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement) and HDUF Stapled Securities on issue of 530,001,072.
51

The expected total securities on issue for the Combined Group is expected to be 808,376,740 which is the sum of the existing number of
APA Stapled Securities on issue (644,485,583) and the APA Stapled Securities expected to be issued to HDUF Securityholders as
consideration (163,891,157) under the Offer but excludes any APA Stapled Securities issued to the HDUF Responsible Entity in respect of the
payment of any Performance Fee. The Combined Group market capitalisation is calculated by multiplying the expected total securities on
issue by the closing price of APA Stapled Securities of $4.79 on 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement).

52 ASX All Ordinaries position based on market capitalisation as at 24 August 2012 (the last trading day before the date of this Fifth
Supplementary Bidder’s Statement).
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Summary of
Key Risks

Key risks
The following is a summary of risk factors which you should
consider in deciding whether to accept this Offer. This list is
not exhaustive and is not a substitute for a careful reading of
section 8 of the original Bidder’s Statement which describes
both these risk factors, and other risk factors in detail. These
risks could have an impact on the value of an investment in
the Combined Group, or in some cases, the Offer proceeding.
You should also consider section 3 of this Fifth Supplementary
Bidder’s Statement in relation to APA Group’s ACCC
Undertaking, which describes certain risks associated with the
divestment of the MAPS Business.

Economic regulation
Approximately 45% of APA Group’s pro forma revenue for
FY2012 (revenue excluding pass through revenue) was earned
on assets subject to pricing regulation by independent national
and state energy regulators. This pricing regulation provides for
the regulator to determine the price and other terms for
services. Costs could materially increase within a regulatory
pricing period resulting in adverse impacts on earnings.
Changes to the regulatory framework may also adversely affect
APA Group’s earnings and/or financial position and
performance. This risk is addressed in more detail in section
8.2.1.1 of the original Bidder’s Statement.
Bypass and competitive risk
Bypass and competitive risk occurs when a new transmission
pipeline offers a gas transportation service to the same end
market serviced by existing pipelines. This risk is particularly
applicable to the Moomba Sydney Pipeline and the Parmelia
Gas Pipeline. APA Group’s future earnings could be reduced if
customers purchased gas transportation services from new
pipelines rather than from APA Group’s existing pipelines. This
risk is addressed in more detail in section 8.2.1.2 of the original
Bidder’s Statement.
Gas demand risk
The volume of gas that is transported by APA Group is
dependent on end user demand, which is dependent on a
number of variables including the relative price of gas and its
competitive position with other energy sources. If the demand
for gas weakens, it will adversely impact APA Group’s future
revenue, profits and financial position. This risk is addressed in
more detail in section 8.2.1.3 of the original Bidder’s Statement.

Operational risk
APA Group is exposed to a number of operational risks such
as equipment failures or breakdowns, rupture of pipelines,
information technology systems failures or breakdowns,
employee or equipment shortages, contractor default or other
unplanned interruptions. Operational disruption, or the cost of
repairing or replacing damaged assets, could adversely impact
APA Group’s earnings. This risk is addressed in more detail in
section 8.2.2.1 of the original Bidder’s Statement.
Counterparty change of control risk
HDUF Group Entities may be parties to agreements that contain
pre-emptive rights or change of control provisions that may be
triggered if the Bidder acquires HDUF Stapled Securities
representing a majority of the voting rights of HDUF. If
triggered, these provisions could have negative financial
consequences. This risk is addressed in more detail in section
8.3.1 of the original Bidder’s Statement.
Integration and synergy risks
There is a risk that synergy benefits reasonably expected
through the integration of APA Group and HDUF Group may not
be realised at all or not realised to their full extent, or that they
may be realised over a longer period of time than anticipated.
There is also a risk that implementation and other one-off costs
may be substantial or greater than reasonably anticipated. This
could have a material adverse impact on the Combined Group’s
financial position and performance. These risks are addressed in
more detail in section 8.3.2 of the original Bidder’s Statement.
Fluctuation in the market value of APA Stapled Securities
The Offer Consideration includes a specified number of APA
Stapled Securities as opposed to a number of APA Stapled
Securities totalling a specified market value. APA Group is not
obliged to make any adjustment to the Offer Consideration
payable if the value of APA Stapled Securities changes during the
Offer Period. Accordingly, market fluctuations could adversely
affect the value of the Offer Consideration. This risk is addressed
in more detail in section 8.4.2 of the original Bidder’s Statement.
Contract renewal risk
A large part of APA Group’s revenues are the subject of long
term negotiated revenue contracts with end customers. Due to
a range of factors including customer demand risk, gas supply
risk, counterparty risk, by-pass and competitive risk, APA Group
may not be successful in recontracting the available pipeline
capacity when it comes due for contract renewal. If APA Group
is unable to recontract the available pipeline capacity when it
comes due for renewal, it will adversely impact APA Group’s
future revenue, profits and financial position. This risk is also
set out in section 8.2.1.10 of the original Bidder’s Statement.
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Summary of Key Risks continued

Risk in relation to Offer conditions
This Offer includes a number of conditions. If these conditions
are not satisfied or waived by the Bidder, then the Offer will not
become unconditional. This risk is addressed in more detail in
section 8.4.5 of the original Bidder’s Statement and the
“Reduced conditionality of Offer” section on page 8 of this
Fifth Supplementary Bidder’s Statement.
APA Group has announced an intention to waive condition
(a) (90% minimum ownership) once it has obtained a relevant
interest in more than 70% of HDUF Stapled Securities.
However, the Corporations Act prevents a bidder from waiving
this condition within the last 7 days of the Offer Period. As a
result, unless the condition is satisfied or waived by 7 days
before the end of the Offer Period, APA Group would need to
extend the Offer Period to ensure that APA Group is not
prevented from waiving the condition. Any extension of this
kind would give rise to withdrawal rights. APA Group also notes
that it retains the right to waive condition (a) of its Offer (or
any other condition) at any time prior to the last 7 days of the
Offer Period. The Offer Consideration will not become payable
until the conditions of the Offer have been waived or satisfied.
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Other considerations
No CGT roll-over relief available
You should be aware that no CGT roll-over relief will be
available for HDUF Securityholders who accept the Offer.
Please refer to section 6 of this Fifth Supplementary Bidder’s
Statement for further information

1.	Variations
to the Offer

1.1	Offer Consideration
On 17 August 2012, APA Group announced that it would
increase the Offer Consideration to $0.72 cash and 0.390
APA Stapled Securities for each HDUF Stapled Security.

•

APA Group has announced that it will increase its offer to
$0.80 in cash and 0.390 APA Stapled Securities for each
HDUF Stapled Security if it becomes entitled to proceed
to compulsory acquisition.

The remaining conditions as at the date before the date of this
Fifth Supplementary Bidder’s Statement are as follows:

so far as the Bidder knows, none of the other conditions of
the Offer set out in section 10 of the Bidder’s Statement
have been fulfilled or waived and, accordingly, the Offer
remains subject to those conditions.

•

(a)(minimum ownership);

•

(d)(other regulatory approvals);

•

(e)(no restraining orders);

•

(f)(no material adverse effect);

•

(g)(no material acquisitions, disposals or new
commitments);

Annexure A to this Fifth Supplementary Bidder’s Statement
is the formal notice that gives effect to the increase in Offer
Consideration.

•

(h)(remuneration payment);

•

(p)(index decline);

1.2	Closing Date
The Closing Date for the Offer is now 7.00pm (Sydney time) on
18 September 2012, unless further extended or withdrawn.

•

(q)(Other Occurrences);

•

(r)(Litigation); and

•

(s)(payments to and undertakings by the HDUF
Responsible Entity).

The increased Offer Consideration will not be reduced for any
HDUF distributions paid since the Offer was announced on 14
December 2011. However, the value of the Offer Consideration
will be reduced by the amount of any HDUF distribution which
is paid to HDUF Securityholders after 8 August 2012.

1.3 Waiver of conditions
As at the date of this Fifth Supplementary Bidder’s Statement:
•

the conditions in paragraphs:
–

(b)(Foreign Acquisitions and Takeovers Act);

–

(c)(ACCC approval);

–	
(i)(HDUF announcement re security constraints in
financing arrangements);
–	
(j)(HDUF announcement re change of control in
financing arrangements);
–

(k)(change of control in financing arrangements);

–

(l)(HDUF announcement re change of control);

–

(m)(change of control);

–

( n)(HDUF announcement re contractual milestones);
and

–

( o)(HDUF announcement re commencement of
AGL gas transportation agreement)

Please see the section entitled “Reduced conditionality of
Offer” on page 8 of this Fifth Supplementary Bidder’s
Statement which sets out APA Group’s intentions in relation
to some of those conditions.
1.4

Extension of bid to securities issued to HDUF
Responsible Entity
In section 9.1 of the Bidder’s Statement, APA Group stated that
subject to obtaining a relief instrument in a form acceptable to
the Bidder, the Offer also extends to all HDUF Stapled Securities
that are issued between the Announcement Date and the end
of the Offer Period in respect of any Performance Fee payable
to the HDUF Responsible Entity.
A relief instrument has now been obtained from ASIC.
Accordingly, for Corporations Act purposes, APA Group may
now vary its Offer so that it extends to all HDUF Stapled
Securities that are issued before the end of the Offer Period
in respect of any Performance Fee payable to the HDUF
Responsible Entity.

	of section 10 of the Bidder’s Statement have been
waived and, accordingly, the Offer is now free of those
conditions; and
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2.	Sources of
consideration

2.1	Total cash consideration
The total Offer Consideration for the acquisition of HDUF
Stapled Securities (excluding the HDUF Stapled Securities
already owned by APA Group at the date of this Bidder’s
Statement) will be satisfied by the payment of cash and the
issue of APA Stapled Securities.
The cash component of the Offer Consideration for the
acquisition of the HDUF Stapled Securities to which the Offer
relates is currently $0.72 per HDUF Stapled Security. However,
if APA Group becomes entitled to proceed to compulsory
acquisition of the HDUF Stapled Securities, the cash component
of the Offer Consideration will increase to $0.80 per HDUF
Stapled Security.
Assuming APA Group becomes entitled to proceed to
compulsory acquisition of the APA Stapled Securities, the total
cash amount that the Bidder would be required to pay to HDUF
Securityholders under the Offer, if it acquires all of the HDUF
Stapled Securities currently on issue which it does not currently
own, is $336.2 million.
This cash consideration required to meet the Bidder’s obligations
under the revised Offer Consideration will be met by the
funding sources described in sections 2.2 and 2.3 below.

2.2	Cash funding arrangements
To meet its funding obligations under the Offer the Bidder has
available to it:
(1) APA Group Finance Facilities, being existing syndicated and
bilateral bank facilities, with an undrawn committed amount
of $1,020 million as at 24 August 2012 (the last trading day
before the date of this Fifth Supplementary Bidder’s
Statement);
(2) APA Group Cash Reserves of immediately available cash on
hand of at least $20 million as at 24 August 2012 (the last
trading day before the date of this Fifth Supplementary
Bidder’s Statement); and
(3) on 22 August 2012, APA Group announced that it had
secured commitments for a total of $600 million in new
1-year and 4-year syndicated bank facilities.
APA Group confirms that in the event that it moves to
compulsory acquisition of HDUF Stapled Securities, APA Group
has sufficient funding resources available to fully repay all HDUF
debt whilst retaining prudent headroom for ongoing APA Group
operations.
2.3 Subordinated Notes Offer
On 16 August 2012, APA Group announced it had allocated
$475 million of Subordinated Notes for issue to investors under
the Subordinated Notes Offer. The Subordinated Notes are to
be issued by the Bidder, and are unsecured, subordinated and
cumulative. The proceeds raised from the Subordinated Notes
Offer will be used to support APA Group’s ongoing investment
in the growth of its infrastructure assets (including for the
acquisition of HDUF, if it proceeds), and for general corporate
purposes.
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3.	APA  Group’s
ACCC Undertaking

3.1 ACCC Undertaking
On 19 July 2012, the ACCC announced that it would not oppose
the proposed acquisition by APA Group of HDUF, on the basis
of its acceptance of the ACCC Undertaking from APA Group to
divest the MAPS Business.
On 20 July 2012 APA Group waived the ACCC approval
condition of its Offer.
The ACCC Undertaking requires that APA Group must, from
when APA Group has removed the HDUF Responsible Entity
and appointed a new APA Group nominated responsible entity,
cause the divestiture of the MAPS Business to a purchaser
approved by the ACCC.
APA Group has appointed an independent manager approved
by the ACCC to manage the MAPS Business from the date it
acquires effective control until the completion of the divestment.
The ACCC Undertaking also imposes obligations on APA Group
relating to the protection of the MAPS Business. These include
requiring that the MAPS Business be separated from APA Group
and restrictions on APA Group and APA Group’s employees’
ability to access, use or disclose confidential information about
the MAPS Business.
APA Group must also appoint and maintain an independent
auditor approved by the ACCC to audit and report on
APA Group’s compliance with the ACCC Undertaking.
If this divestiture is not completed within a certain time period,
then APA Group must appoint and maintain a divestiture agent
approved by the ACCC to effect the divestiture of the unsold
MAPS business. The divestiture agent must then use its best
endeavours to enter into a binding agreement for the
divestiture of the MAPS Business as quickly as possible to a
purchaser approved by the ACCC. APA Group cannot impose
any obligation on the divestiture agent to achieve a minimum
price for the divestiture.
3.2	Intentions of APA Group in relation to
ACCC Undertaking if HDUF becomes a part
controlled entity
As set out in section 5.3 of the Bidder’s Statement, if HDUF
were to be a part controlled entity (where the Bidder holds
50.1% or more but less than 100% of HDUF Stapled Securities),
the Bidder intends to appoint APL or another entity as the new
responsible entity of HDUF (if it is in a position to do so).
In these circumstances, APA Group would still be required to
comply with the ACCC Undertaking to cause the divestiture of
the MAPS Business to a purchaser approved by the ACCC. The
new HDUF responsible entity would be required to comply with
its duty to act in the best interests of HDUF Securityholders in
relation to any such divestiture.
3.3

Risks associated with ACCC Undertaking

3.3.1 Price for sale of the MAPS Business
	The level of purchaser interest in the MAPS Business and
other market conditions may adversely affect the price at
which the MAPS Business can be sold.

	If the divestiture of the MAPS Business is not completed
within a certain time period, then APA Group must
appoint and maintain a divestiture agent approved by the
ACCC to effect the divestiture. The divestiture agent must
then divest the MAPS Business as quickly as possible to a
purchaser approved by the ACCC. APA Group cannot
impose any obligation on the divestiture agent to achieve
a minimum price for the divestiture. If this takes place, it is
also possible that the MAPS Business will be sold at a
price that is below the market value of the MAPS
Business. This could materially and adversely affect
APA Group’s financial position and performance.

3.3.2 No sale of MAPS Business
	There may be circumstances where APA Group is unable
to comply with the requirements of the ACCC Undertaking,
for example if APA Group is unable to cause the sale of
the MAPS Business. In such circumstances, the ACCC
may require APA Group to take action to address its
competition concerns. This could materially and adversely
affect APA Group’s and potentially HDUF Group’s
operations and/or financial position and performance.

3.3.3 Capital gain on sale of MAPS Business
	The divestment of the MAPS Business will be a taxable
event. The tax treatment of any gain will depend on a
number of factors, including whether the Bidder holds
100% of the HDUF Stapled Securities at the time of the
divestment and whether there are any tax losses which
would be available to reduce the tax payable on any gain.
	In the event the Bidder holds 50.1% or more but less than
100% of HDUF Stapled Securities at the time of divestment
of the MAPS Business, the HDUF Epic Group would realise
a taxable gain if the proceeds from the divestment
exceeds the tax cost base of the MAPS Business. The tax
payable on that gain will be reduced by any available tax
losses of the HDUF Epic Group subject to the satisfaction
of the same business test. The HDUF Epic Group had
carried forward tax losses of approximately $164 million
as at 31 December 2011 and may generate additional tax
losses for the year ended 31 December 2012. The actual
amount of tax losses available to reduce any gain realised
by the HDUF Group may be a higher or lower amount in
the income year of any disposal. Based on the information
available, it is likely that the HDUF Epic Group will be able
to satisfy the same business test in order to utilise any
available losses. However, this is not certain and will
depend on all the facts and circumstances relevant to the
business of the HDUF Epic Group, including the business
carried on by the group both before and after the
divestment of the MAPS Business.
	In the event that the Bidder holds 100% of the HDUF
Stapled Securities before divestment of the MAPS
Business, the HDUF Epic Group would become part of the
APT tax consolidated group. Accordingly, the cost base of
the MAPS Business would be reset. At the time of the
divestment of the MAPS Business, APT would realise a
taxable gain if the proceeds from the divestment exceed
the reset tax cost base of the MAPS Business.
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4.	Institutional acceptance facility

APA Group has established an institutional acceptance facility
open to professional investors (as defined in section 9 of the
Corporations Act 2001 (Cth)) (“Eligible Institutional
Securityholders”), in order to facilitate receipt of acceptances
of the Offer (“Facility”). The Facility has been established to
facilitate receipt of acceptances of the Offer from Eligible
Institutional Securityholders as APA Group recognises that
some of these securityholders may be unable to accept the
Offer, for example by reason of their investment mandates,
until the Offer becomes or is declared unconditional.
HDUF Securityholders who are not Eligible Institutional
Securityholders will not be able to participate in the Facility.
APA Group has arranged for Pacific Custodians Pty Limited to
act as acceptance collection agent in relation to the Facility
(“Collection Agent”).
Eligible Institutional Securityholders who wish to participate in
the Facility or who require further information may contact the
Collection Agent by email to APA@linkmarketservices.com.au
or phone on (02) 8280 7522.
4.1	Operation of the Facility
The Facility will operate in the following way:
(1) Eligible Institutional Securityholders may lodge acceptance
instructions with the Collection Agent (in the form of
Acceptance Forms and/or directions to custodians
(“Custodian Direction”) to accept the Offer) (“Acceptance
Instructions”) that demonstrate their intention to accept the
Offer (however they will not constitute acceptances of the
Offer while they are held by the Collection Agent). The
Collection Agent will hold the Acceptance Instructions
subject to a bare trust as Collection Agent and will not
acquire a relevant interest in any of the HDUF Stapled
Securities the subject of the Acceptance Instructions.
(2) the Collection Agent must deliver:
(i) the Acceptance Forms to:
		

(A)	in the case of Issuer Sponsored Holdings, Link
Market Services Limited (as APA Group’s share
registry); or

		

(B)	in the case of CHESS Holdings, either Link Market
Services Limited (as APA Group’s share registry) or
the relevant Controlling Participant (as determined
by APA Group); and

(ii)	the Custodian Directions to the relevant custodian,
as soon as reasonably practicable after the Collection
Agent receives written notice from APA Group
(“Confirmation Letter”) that:
(iii)	all outstanding Defeating Conditions have been fulfilled
or waived;
(iv)	APA Group has declared the Offer free from all
Defeating Conditions; or
(v)	APA Group will declare the Offer free from all Defeating
Conditions once all the delivered Acceptance
Instructions are validly processed or implemented
(as appropriate).

28

(3)	APA Group reserves the right to declare the Offer free
from all Defeating Conditions and deliver the Confirmation
Letter to the Collection Agent at any time before the end
of the Offer Period (subject to the Corporations Act)
irrespective of the number of acceptances held by
APA Group or the number of Acceptance Instructions held
by the Collection Agent.
(4)	Until the Collection Agent receives the Confirmation Letter
from APA Group, Eligible Institutional Securityholders will
retain all rights in relation to their HDUF Stapled Securities
and can withdraw their Acceptance Instructions by notice in
writing to the Collection Agent.
A copy of the appointment of the Collection Agent (including
the terms of the appointment) will be provided to Eligible
Institutional Securityholders and may also be requested from the
Collection Agent by email to APA@linkmarketservices.com.au
or phone on (02) 8280 7522.
APA Group intends to apply to ASIC for a modification of
subsection 624(2) of the Corporations Act such that HDUF
Stapled Securities the subject of Acceptance Instructions are
counted towards APA Group’s voting power in HDUF for the
purposes of that sub-section. If granted, the modification has
the effect that the Offer Period will be automatically extended
if, within the last 7 days of the Offer Period, the aggregate
number of HDUF Stapled Securities the subject of the Facility
together with the number of HDUF Stapled Securities in which
APA Group or an associate has a relevant interest exceeds 50%
of the total number of HDUF Stapled Securities then on issue. In
that event, the Offer Period would be extended so that it ends
14 days after that event.
4.2 Disclosure of Acceptance Instructions
Before 8.30am (Sydney, Australia time) on each Business
Day, the Collection Agent will inform APA Group of the number
of HDUF Stapled Securities in respect of which Acceptance
Instructions have been received as at 7.30pm (Sydney, Australia
time) on the previous Business Day.
Following receipt of this information, APA Group will disclose
this information to ASX by 9.30am (Sydney time) on the
Business Day following any movement of at least 1% in the
aggregate of the number of HDUF Stapled Securities subject to
the Facility and the number of HDUF Stapled Securities in which
APA Group has a relevant interest, together with a breakdown
of the aggregate amount between those two categories.

5.	Financial information

5.1	Introduction
Pro forma financial information has been presented in this
section reflecting:
•

the impact of the Subordinated Notes Offer on APA Group’s
consolidated financial position on a stand-alone basis
together with other relevant pro forma adjustments
to APA Group’s financial position and performance
(section 5.2 below);

•

pro forma adjustments to the HDUF Group
(section 5.3 below); and

•

the impact of the Offer on the APA Group providing
investors with an indication of the scale and size of the
Combined Group (section 5.4 below) considering two
acquisition scenarios:
(1) APA Group acquires 100% of HDUF Group;
(2) APA Group acquires 50.1% of HDUF Group.

The Investigating Accountants have been appointed to prepare
an Investigating Accountants’ Report based on a review of the
above detailed pro forma financial information. The
Investigating Accountants’ Report is set out in Annexure B.
On 22 August 2012, APA Group released their financial report
for the year ended 30 June 2012, which is available on
APA Group’s website and is included in the Fourth
Supplementary Bidder’s Statement. The financial information
section of this Fifth Supplementary Bidder’s Statement has not
been updated to include FY2012 financial information as:
•

the financial position and performance of APA Group has
not changed materially from 31 December 2011; and

•

until HDUF Group release their 30 June 2012 half year
financial report on 31 August 2012, the Bidder is unable
to reflect the financial position and performance of the
Combined Group for FY2012.

Once HDUF Group has released their 30 June 2012 half year
financial report, the Bidder will review and assess whether a
supplementary bidder’s statement is required to be issued to
reflect pro forma financial information for the Combined Group.
5.2

5.2.2 Basis of preparation
APA Group’s reported income statements, balance sheet and
cash flows are disclosed in the annual report of APA Group for
the year ended 30 June 2011, which includes comparatives for
the year ended 30 June 2010, and in the interim financial report
of APA Group for the six months ended 31 December 2011, both
of which can be found at www.apa.com.au. During the six
months ended 31 December 2011, APA Group completed the
following significant transactions:
(1) the sale of 80% of the Allgas Distribution Network on
16 December 2011 and the retention of a 20% equity
accounted investment in the unlisted investment vehicle
GDI (EII) Pty Ltd which owns the Allgas Distribution
Network; and
(2) the refinancing of $1.45 billion of debt facilities on
3 November 2011.
In order to illustrate the financial effect of the above
transactions, APA Group’s reported income statements and
cash flows for HY2012, FY2011 and FY2010 have been adjusted
as if the sale of 80% of the Allgas Distribution Network occurred
on 1 July 2009.
APA Group’s reported balance sheet as at 31 December 2011 has
been adjusted to reflect:
(1) the repayment of the borrowings that were shown as a
current liability at 31 December 2011 as if this had occurred
on 31 December 2011; and
(2) the issue of the Subordinated Notes pursuant to the
prospectus dated 17 August 2012 as if these Subordinated
Notes had been issued at 31 December 2011.
Further information on the pro forma adjustments is provided
in the explanatory notes accompanying each table below.
The historical financial information below relates to APA Group
on a stand-alone basis and accordingly does not reflect any
impact of the Offer. The pro forma financial effect of the Offer
is set out in section 5.4.

APA Group pro forma historical financial
information

5.2.1 Summary APA Group pro forma historical financial
information
This section 5.2 contains a summary of the following APA Group
pro forma historical financial information:
(1) pro forma historical consolidated income statements for
HY2012, FY2011 and FY2010;
(2) pro forma historical consolidated balance sheet of
APA Group as at 31 December 2011; and
(3) pro forma historical consolidated statements of operating
cash flow for HY2012, FY2011 and FY2010.
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5.	Financial information continued

5.2.3 APA Group’s pro forma historical income statements

APA Group pro forma historical income statement
for the six months ended 31 December 2011
A$’000

HY2012
reported

Operating revenue excluding pass-through revenue

372,529

(29,163)

343,366

16,340

(194)

16,146

Share of net profits of joint venture entities accounted for using the equity method
Other income (including investment income)
Operating pass-through revenue
Total revenue excluding interest income
Asset operation and management expenses
Other pipeline costs – pass-through
Employee benefit expense
Other expenses

-

8,264

130,873

17,432

148,305

528,006

(11,925)

516,081

(63,416)

17,627

(45,789)

(130,873)

(17,432)

(148,305)

(48,707)

3,296

(45,411)

(6,118)

-

(6,118)

278,892

Finance costs

(134,147)
2,446

(8,434)
16,331
-

Depreciation and amortisation expense

(56,265)

5,913

Profit before tax

90,926

13,810

Income tax expense

(24,906)

Minority interest other than APTIT equity holders
Profit after tax including interests of APTIT equity holders
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HY2012
pro forma

8,264

EBITDA
Finance income

Pro forma
adjustments

(3)
66,017

(1,012)
12,798

270,458
(117,816)
2,446
(50,352)
104,736
(25,918)
(3)
78,815

APA Group pro forma historical income statement
for the year ended 30 June 2011
A$’000

FY2011
reported

Operating revenue excluding pass-through revenue

667,209

Pro forma
adjustments

(55,059)

FY2011
pro forma

612,150

Share of net profits of joint venture entities accounted for using the equity method

23,876

562

24,438

Other income (including investment income)

16,239

-

16,239

381,733

39,868

421,601

Operating pass-through revenue
Total revenue excluding interest income
Asset operation and management expenses

1,089,057

(14,629)

1,074,428

(82,190)

15,109

Other pipeline costs – pass-through

(381,733)

(39,868)

(421,601)

Employee benefit expense

(114,923)

6,350

(108,573)

(18,102)

-

(18,102)

Other expenses
EBITDA
Finance costs
Finance income

(67,081)

492,109

(33,038)

459,071

(260,004)

35,481

(224,523)

12,932

-

Depreciation and amortisation expense

(100,350)

Profit before tax

144,687

15,119

159,806

Income tax expense

(35,862)

(4,535)

(40,397)

Minority interest other than APTIT equity holders
Profit after tax including interests of APTIT equity holders

12,676

12,932

(316)
108,509

10,584

(87,674)

(316)
119,093

APA Group pro forma historical income statement
for the year ended 30 June 2010
A$’000

Operating revenue excluding pass-through revenue

FY2010
reported

622,771

Pro forma
adjustments

(53,963)

FY2010
pro forma

568,808

Share of net profits of joint venture entities accounted for using the equity method

13,687

240

13,927

Other income (including investment income)

9,224

-

9,224

Operating pass-through revenue

329,942

41,952

371,894

Total revenue excluding interest income

975,624

(11,771)

963,853

(75,959)

15,089

(60,870)

(329,942)

(41,952)

(371,894)

8,010

(89,849)

Asset operation and management expenses
Other pipeline costs – pass-through
Employee benefit expense
Other expenses

(97,859)
(11,889)

-

(11,889)

EBITDA

459,975

(30,624)

429,351

Finance costs

(243,235)

35,481

(207,754)

Finance income

13,866

-

13,866

Depreciation and amortisation expense

(91,426)

16,182

(75,244)

Profit before tax

139,180

21,039

160,219

Income tax expense

(38,672)

Minority interest other than APTIT equity holders
Profit after tax including interests of APTIT equity holders

(150)
100,358

(6,311)
14,728

(44,983)
(150)
115,086
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5.	Financial information continued

5.2.4 Pro forma adjustments
The following pro forma adjustments have been made to APA Group’s reported income statements for HY2012, FY2011 and FY2010:
HY2012
pro forma
adjustments

A$’000

Allgas Distribution Network results1

(13,429)

Equity accounting (loss)/profit for residual investment in Allgas Distribution Network1
Profit on sale of the Allgas Distribution Network of $12.1 million less transaction costs of
$22.5 million resulting in a reported loss of $10.4 million2
APA Group as operator of the Allgas Distribution Network
•

Pass-through revenue

•

Pass-through costs

•

Operator fee

Interest reduction – Allgas Distribution Network proceeds
Profit before tax
Income tax expense

10,435

FY2010
pro forma
adjustments

(22,465)

(16,290)

562

240

-

-

3

17,432

39,868

41,952

(17,432)

(39,868)

(41,952)

667

1,541

1,608

16,331

35,481

35,481

13,810

15,119

21,039

4

(1,012)

5

Total pro forma adjustments
1.

(194)

FY2011
pro forma
adjustments

12,798

(4,535)
10,584

(6,311)
14,728

The reported income statements for HY2012, FY2011 and FY2010 reflected 100% of the results of the Allgas Distribution Network up to the date of sale
(16 December 2011). Post the sale of an 80% interest in this business, APA Group accounts for its residual investment as an investment in an associate. The
adjustment removes the 100% result contributed in HY2012, FY2011 and FY2010. This is replaced by the pro forma equity accounted share of net profit after tax
of the associate. The net profit after tax of the associate has been derived from the historical earnings of this business before interest and tax with pro forma
interest calculated based on the debt structure of the unlisted vehicle and pro forma tax effect at 30%;

2. The reported income statement for HY2012 includes a loss of $10.4 million (classified as a significant item) being the profit on divestment of the Allgas
Distribution Network business of $12.1 million offset by transaction costs of $22.5 million. The significant item has been removed from the HY2012 reported
income statement on the basis that it is considered to be non-recurring;
3. The increase in ‘pass-through revenue’, ‘pass through costs’ and operator fees relating to the appointment of APA Group as the operator of the Allgas
Distribution Network as if this appointment had occurred on 1 July 2009;
4. It has been assumed that the proceeds received on the sale of the Allgas Distribution Network business ($478.4 million) have been utilised to reduce borrowings
with effect from 1 July 2009. Accordingly, the pro forma adjustments reflect an interest saving of $35.5 million in each of FY2011 and FY2010 and an interest
saving of $16.3 million for HY2012; and
5. Income tax expense on the pro forma adjustments has been reflected at a rate of 30% less permanent differences.
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5.2.5 APA Group’s pro forma historical balance sheet

A$’000

31 December
2011
reported

Debt
reclassification
pro forma
adjustment

Subordinated
Notes
pro forma
adjustment

31 December
2011
pro forma

459,800

594,775

-

182,697

459,800

777,472

Current assets
Cash and cash equivalents

364,975

Receivables, inventories and other current assets

182,697

Total current assets

547,672

(230,000)
(230,000)

Non-current assets
Property, plant and equipment

3,332,666

-

-

3,332,666

Equity accounted investments

522,293

-

-

522,293

Receivables and other financial assets

290,033

-

-

290,033

Goodwill and other intangible assets

600,638

-

-

600,638

Total non-current assets

4,745,630

-

-

4,745,630

Total assets

5,293,302

459,800

5,523,102

(230,000)

Current liabilities
Trade and other payables
Provisions
Borrowings and other financial liabilities
Total current liabilities

132,805

-

-

132,805

54,369

-

-

54,369

276,281

(230,000)

-

46,281

463,455

(230,000)

-

233,455

Non-current liabilities
Provisions

49,722

-

-

49,722

299,650

-

-

299,650

Borrowings and other financial liabilities

2,832,255

-

459,800

3,292,055

Total non-current liabilities

3,181,627

-

459,800

3,641,427

459,800

3,874,882

Deferred tax liabilities

Total liabilities

3,645,082

(230,000)

Net assets

1,648,220

-

-

1,648,220

1,161,353

-

-

1,161,353

Reserves

60,821

-

-

60,821

Retained earnings

29,034

-

-

29,034

1,251,208

-

-

1,251,208

396,916

-

-

396,916

Other minority interest

96

-

-

96

Total minority interest

397,012

-

-

397,012

1,648,220

-

-

1,648,220

Equity
APT:
Issued capital

Equity attributable to APA Securityholders
Minority interests
APTIT

Total equity
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5.2.6 Pro forma adjustments
The following pro forma adjustments have been made to APA Group’s reported balance sheet as at 31 December 2011:
(1) reflecting the $475 million raised from the issue of the Subordinated Notes less transaction costs estimated to be $15.2 million
recognised within non-current borrowings. However as noted in the prospectus for the Subordinated Notes dated 17 August
2012, APA Group has the ability to raise more or less than $475 million under the Subordinated Notes Offer. If APA Group raises
more or less than $475 million, the actual amounts raised under the Subordinated Notes Offer will differ from those shown
above. The proceeds raised from the Subordinated Notes Offer will be used to support APA Group’s ongoing investment in the
growth of its infrastructure assets (including for the acquisition of HDUF, if it proceeds), and for general corporate purposes; and
(2) reflecting the settlement of $230 million of current borrowings which were repaid on 9 January 2012 by drawing funds from cash
reserves. This pro forma adjustment does not affect net assets.
The net effect of the above adjustments is no impact on the net assets.
The Allgas Distribution Network was divested on 16 December 2011 and hence there is no need to reflect any pro forma adjustments
to the 31 December 2011 APA Group balance sheet in respect of the divestment.

5.2.7 APA Group’s pro forma historical cash flows
APA Group has presented cash flow information below which is in abbreviated form and not a full cash flow statement as would be
required to be disclosed in its interim and annual financial statements. The APA Responsible Entity considers that for purposes of this
Fifth Supplementary Bidder’s Statement it would be more meaningful to provide the following information on APA Group’s operating
cash flows and capital expenditure that has been extracted from APA Group cash flow statements for HY2012, FY2011 and FY2010.

APA Group pro forma historical cash flows
for the six months ended 31 December 2011
A$’000

Receipts from customers
Payments to suppliers and employees
Dividends received
Proceeds from repayment of finance leases
Interest received
Interest and other costs of finance paid

HY2012
reported

Pro forma
adjustments

HY2012
pro forma

550,715

(11,445)

539,270

(301,540)

(5,461)

(307,001)

22,588

-

22,588

1,464

-

1,464

2,871
(118,991)

16,331

2,871
(102,660)

Income tax paid

-

-

-

Responsible entity fees paid and other operating expenses paid

-

-

-

Net cash provided by operating activities

157,107

Net capital expenditure

(92,778)

(575)
8,404

156,532
(84,374)

APA Group pro forma historical cash flows
for the financial year ended 30 June 2011
A$’000

FY2011
reported

Receipts from customers

1,165,338

(20,203)

1,145,135

Payments to suppliers and employees

(704,597)

(19,838)

(724,435)

Dividends received

Pro forma
adjustments

FY2011
pro forma

45,890

-

45,890

Proceeds from repayment of finance leases

6,748

-

6,748

Interest received

6,162

-

6,162

Interest and other costs of finance paid
Income tax paid
Responsible entity fees paid and other operating expenses paid

(229,954)

35,481

(194,473)

442

-

442

-

-

-

Net cash provided by operating activities

290,029

(4,560)

285,469

Net capital expenditure

(230,786)

20,987

(209,799)
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APA Group pro forma historical cash flows
for the financial year ended 30 June 2010

FY2010
reported

A$’000

Pro forma
adjustments

Receipts from customers

1,055,107

(16,487)

Payments to suppliers and employees

(615,697)

(15,527)

Dividends received
Proceeds from repayment of finance leases
Interest received
Interest and other costs of finance paid

FY2010
pro forma

1,038,620
(631,224)

38,143

-

38,143

2,875

-

2,875

18,003

-

18,003

(230,670)

35,481

(195,189)

Income tax paid

-

-

-

Responsible entity fees paid and other operating expenses paid

-

-

-

267,761

3,467

271,228

(135,426)

21,006

(114,420)

Net cash provided by operating activities
Net capital expenditure

5.2.8 Pro forma adjustments
The following pro forma adjustments have been made to APA Group’s reported cash flows disclosed in the above tables for HY2012,
FY2011 and FY2010:
HY2012
pro forma
adjustments

A$’000

Allgas Distribution Network operating cashflows1

(17,573)

APA Group as operator of the Allgas Distribution Network
•

Pass-through revenue

•

Pass-through costs

•

Operator fee

Interest reduction – Allgas Distribution Network proceeds
Total pro forma adjustments
Allgas Distribution Network capital expenditure1
1.

FY2011
pro forma
adjustments

(41,582)

FY2010
pro forma
adjustments

(33,622)

2

3

17,432

39,868

43,560

(17,432)

(39,868)

(43,560)

667

1,541

1,608

16,331

35,481

35,481

(4,560)

3,467

20,987

21,006

(575)
8,404

The exclusion of the operating cash flows and payments for property, plant and equipment of Allgas Distribution Network for HY2012, FY2011 and FY2010
as if the sale of this business had occurred on 1 July 2009;

2. Inclusion of pro forma cash receipts and payments from the appointment of APA Group as the operator of the Allgas Distribution Network business; and
3. It has been assumed that the proceeds received on sale of the Allgas Distribution Network business have been utilised to reduce borrowings with effect
from 1 July 2009. Accordingly, the pro forma adjustments reflect an interest saving of $35.5 million in each of FY2011 and FY2010 and an interest saving of
$16.3 million for HY2012.
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5.3	HDUF Group pro forma historical financial
information

5.3.1 Summary HDUF Group pro forma historical financial
information
This section 5.3 contains a summary of the following HDUF
Group pro forma historical financial information:
(1) pro forma historical consolidated income statements
HY2012, FY2011 and FY2010;
(2) pro forma historical consolidated balance sheet of HDUF
Group as at 31 December 2011; and
(3) pro forma historical consolidated statements of operating
cash flow for HY2012, FY2011 and FY2010.

5.3.2 Basis of preparation
The historical financial information presented for HDUF Group
in this section 5.3 has been prepared based on a review of
publicly available information and should not be considered
comprehensive.
Information in this Fifth Supplementary Bidder’s Statement
concerning HDUF Group’s businesses has not been
independently verified by the Bidder or the APA Responsible
Entity. Subject to the Corporations Act, none of the Bidder, the
Board, nor any member of APA Group or their respective
officers or employees make any representation or warranty
(express or implied) as to the accuracy or completeness of this
information.
HDUF is a listed disclosing entity for the purposes of the
Corporations Act and, as such is subject to regular reporting
and disclosure obligations. Information about HDUF (including
information concerning the financial position and affairs of
HDUF Group) may be obtained from either HDUF’s website at
www.hfm.com.au/funds/hduf or the ASX website at www.asx.
com.au. HDUF is required to lodge various documents with
ASIC. Copies of documents lodged with ASIC by HDUF may be
obtained from an ASIC office.
The historical financial information below relates to HDUF
Group on a stand-alone basis and accordingly does not reflect
any financial effects from the Offer which are set out in section
5.4. The historical financial information below has been derived
from information reported by HDUF Group in its annual reports
for the years ended 31 December 2011, 31 December 2010 and 31
December 2009, and its half year reports for the six months
ended 30 June 2011, 30 June 2010 and 30 June 2009. These
reports can be found at www.hfm.com.au/funds/hduf.
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In order to provide comparability to APA Group’s financial
performance, cash flows and financial position, HDUF Group’s
reported financial information has been adjusted and presented
as follows:
(1) for financial performance and cash flows, to a 31 December
half year basis, by deducting financial performance and
cash flows for the six months to 30 June 2011 as disclosed
in the half year report prepared by HDUF from the financial
performance and cash flows for the full year ended
31 December 2011;
(2) for financial performance and cash flows, to a 30 June
financial year basis, by deducting financial performance and
cash flows for the six months to 30 June 2010 and 30 June
2009 as disclosed in those half year reports prepared by
HDUF from the financial performance and cash flows for the
full years ended 31 December 2010 and 31 December 2009,
respectively, and adding the financial performance and cash
flows for the six months to 30 June 2011 and 30 June 2010,
respectively, as disclosed in those half year reports prepared
by HDUF;
(3) for financial position, the balance sheet as at 31 December
2011 as disclosed in HDUF’s annual report for the year ended
31 December 2011 has been used;
(4) certain line items have been reclassified to align with the
disclosures made by APA Group. These reclassifications do
not affect EBITDA, profit after tax, net assets or key financial
ratios; and
(5) certain pro forma adjustments have been made to reflect
the effect of the divestment of HDUF Group’s interest
in South East Water, which was divested by HDUF on
20 December 2010, and other adjustments to eliminate
one-off items.
The pro forma historical financial information presented for
HDUF Group in this section 5.3 cannot be taken to provide a
true and fair view of financial performance, cash flows or the
financial position of HDUF Group for the periods presented.
APT has not had sufficient access to the financial records of
HDUF to determine whether additional pro forma adjustments
need to be made to restate HDUF Group’s financial information
as if it had always used a June year end basis for reporting
purposes and as if it had used APA Group’s accounting policies
and classifications.
Refer to the notes following each table below for explanations
of pro forma adjustments made.

5.3.3 Pro forma historical income statements for HDUF Group

HDUF Group pro forma historical income statement
for the six months ended 31 December 2011

HY2012
reclassified

Pro forma
adjustments

HY2012
pro forma

69,771

-

69,771

421

-

421

Total Revenue excluding interest income

70,192

-

70,192

Asset operation and management expenses

(6,443)

-

(6,443)

Employee benefit expense

(9,198)

-

(9,198)

(62,656)

-

(62,656)

EBITDA

(8,105)

-

(8,105)

Finance costs

(41,180)

-

(41,180)

A$’000

Operating revenue
Other income

Other expenses

8,103

-

8,103

Depreciation and amortisation expense

Finance income

(10,895)

-

(10,895)

Profit/(loss) before tax

(52,077)

-

(52,077)

(4,862)

-

(4,862)

(56,939)

-

(56,939)

Income tax expense
Profit/(loss) after tax
Source: HDUF Group, restated by APA Group

HDUF Group pro forma historical income statement
for the year ended 30 June 2011

FY2011
reclassified

Pro forma
adjustments

FY2011
pro forma

Operating revenue

140,919

-

140,919

Other income

(41,389)

41,389

-

99,530

41,389

140,919

A$’000

1

Total Revenue excluding interest income
Asset operation and management expenses

(16,713)

-

(16,713)

Employee benefit expense

(16,178)

-

(16,178)

Other expenses

(38,194)

EBITDA

28,445

Finance costs

(39,626)

7,094

18,089

(9,922)

Finance income
Depreciation and amortisation expense
Profit/(loss) before tax

(991)
40,398

(21,908)

-

(15,000)

37,570

Income tax expense

(12,032)

Profit/(loss) after tax

(27,032)

(1,845)
35,725

(39,185)
68,843
(32,532)
8,167
(21,908)
22,570
(13,877)
8,693

Source: HDUF Group, restated by APA Group
1.

Includes gains/(losses) on the investment in South East Water and associated derivatives.
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HDUF Group pro forma historical income statement
for the year ended 30 June 2010

FY2010
reclassified

Pro forma
adjustments

FY2010
pro forma

Operating revenue

126,694

-

126,694

Other income1

(47,840)

47,840

-

Total Revenue excluding interest income

78,854

47,840

126,694

Asset operation and management expenses

(12,793)

-

(12,793)

Employee benefit expense

(16,431)

-

(16,431)

Other expenses

(11,239)

-

(11,239)

A$’000

EBITDA

38,391

Finance costs

47,840

(44,830)

14,188

Finance income

15,773

(5,986)

Depreciation and amortisation expense

(21,169)

-

Profit/(loss) before tax

(11,835)

56,042

86,231
(30,642)
9,787
(21,169)
44,207

Income tax expense

(7,283)

(4,242)

(11,525)

Profit/(loss) after tax

(19,118)

51,800

32,682

Source: HDUF Group, restated by APA Group
(1) Includes gains/(losses) on the investment in South East Water and associated derivatives.

5.3.4 Reclassifications and pro forma adjustments
An explanation of the reclassifications and pro forma adjustments that have been made to the reported results is detailed below:
(1) Reclassifications: all gains and losses on financial derivatives excluding those relating to South East Water have been reclassified
from revenue and offset against finance costs.
(2) Pro forma adjustments

South East Water results1
Profit on sale of fixed assets
Impairment charge

2

3

Interest expense reduction

4

Profit before tax
Income tax expense

5

Total pro forma adjustments
1.

HY2012
pro forma
adjustments
A$’000

FY2011
pro forma
adjustments
A$’000

FY2010
pro forma
adjustments
A$’000

-

31,467

41,854

-

(10,265)

-

-

9,274

-

-

7,094

14,188

-

37,570

56,042

-

(1,845)
35,725

(4,242)
51,800

The South East Water investment was divested by HDUF Group on 20 December 2010. These pro forma adjustments remove the results contributed by this
investment and also the net impact of the divestment. The information has been derived from segment note disclosures in HDUF’s financial statements.

2. The gain on the partial disposal of the Burrup Extension Pipeline has been removed.
3. The impairment charge recorded in respect of the Pilbara Pipeline has been removed.
4. It has been assumed that the proceeds received on the divestment of the South East Water investment of $190.7 million have been utilised to reduce borrowings
with effect from 1 July 2009 to date of divestment (20 December 2010) using an assumed average cost of borrowings. Accordingly, the pro forma adjustments
reflect a reduction in interest expense of $14.2 million for FY2010 and $7.1 million for FY2011.
5. Income tax expense on the pro forma adjustments other than the South East Water results has been recognised at the rate of 30%.
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5.3.5 Pro forma historical balance sheet for HDUF Group

A$’000

31 December
2011
reported

Pro forma
adjustments

31 December
2011
pro forma

Current assets
Cash and cash equivalents
Receivables, inventories and other current assets
Total current assets

299,795
20,613
320,408

(208,000)
(208,000)

91,795
20,613
112,408

Non-current assets
Property, plant and equipment

1,551,681

-

1,551,681

Equity accounted investments

-

-

-

16,310

-

16,310

-

-

-

Total non-current assets

1,567,991

-

1,567,991

Total assets

1,888,399

Receivables and other financial assets
Goodwill and other intangible assets

(208,000)

1,680,399

Current liabilities
Trade and other payables
Provisions
Borrowings and other financial liabilities
Total current liabilities

103,453
2,940

-

103,453

-

2,940

63,225

(58,149)

5,076

169,618

(58,149)

111,469

Non-current liabilities
Provisions
Deferred tax liabilities
Borrowings and other financial liabilities

1,444

-

12,833

(24,279)

1,246,231

(68,922)

1,444
(11,446)
1,177,309

Total non-current liabilities

1,260,508

(93,201)

1,167,307

Total liabilities

1,430,126

(151,350)

1,278,776

458,273

(56,650)

401,623

Net assets
Equity
Issued capital

882,943

-

882,943

Reserves

(62,433)

62,433

-

Accumulated losses

(362,237)

(119,083)

(481,320)

Total equity

458,273

(56,650)

401,623

Source: HDUF Group, restated by APA Group
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Pro forma adjustments
Pro forma adjustments made to the balance sheet are to reflect the estimated fees, swap break and make whole costs incurred
subsequent to 31 December 2011 in respect of the refinancing of all HDUF Group debt facilities. The adjustment is based on the cost
of $208 million announced by HDUF in their February 2012 results presentation.
A$’000

Settlement of fees, swap break and make whole costs

208,000

Less: Accrual for derivative liabilities recognised at 31 December 2011

(127,071)
80,929

Less: Income tax benefit thereon

(24,279)
56,650

Recycling of hedge reserve to income statement

62,433
119,083

5.3.6 Pro forma historical operating cash flows

HDUF Group pro forma historical operating cash flows
for the six months ended 31 December 2011
A$’000

Receipts from customers
Payments to suppliers and employees
Dividends received
Proceeds from repayment of finance leases
Interest received
Interest and other costs of finance paid
Income tax paid

HY2012
reclassified

Pro forma
adjustments

HY2012
pro forma

76,302

-

76,302

(25,030)

-

(25,030)

-

-

-

619

-

619

10,293

-

10,293

(19,363)

-

(19,363)

(126)

-

(126)

Responsible entity fees paid and other operating expenses paid

(3,377)

-

(3,377)

Net cash provided by operating activities

39,318

-

39,318

(185,361)

-

(185,361)

Net capital expenditure
Source: HDUF Group, restated by APA Group

HDUF Group pro forma historical operating cash flows
for the year ended 30 June 2011

FY2011
reclassified

Pro forma
adjustments

FY2011
pro forma

Receipts from customers

157,079

-

157,079

Payments to suppliers and employees

(51,202)

-

(51,202)

A$’000

Dividends received
Proceeds from repayment of finance leases
Interest received
Interest and other costs of finance paid
Income tax paid
Responsible entity fees paid and other operating expenses paid
Net cash provided by operating activities
Net capital expenditure
Source: HDUF Group, restated by APA Group
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-

-

-

1,050

-

1,050

15,494

(9,922)

(27,652)

7,094

142
(10,251)
84,660
(488,062)

(2,828)
-

5,572
(20,558)
142
(10,251)
81,832
(488,062)

HDUF Group pro forma historical operating cash flows
for the year ended 30 June 2010

FY2010
reclassified

Pro forma
adjustments

FY2010
pro forma

Receipts from customers

134,755

-

134,755

Payments to suppliers and employees

(39,373)

-

(39,373)

A$’000

Dividends received
Proceeds from repayment of finance leases
Interest received
Interest and other costs of finance paid
Income tax paid

-

-

-

807

-

807

14,037

(5,986)

(33,168)

14,188

8,051
(18,980)

(103)

-

(103)

Responsible entity fees paid and other operating expenses paid

(3,483)

-

(3,483)

Net cash provided by operating activities

73,472

Net capital expenditure

8,202

(182,832)

-

81,674
(182,832)

Source: HDUF Group, restated by APA Group

5.3.7 Reclassifications and pro forma adjustments
An explanation of the reclassifications and pro forma adjustments that have been made is detailed below:
(1) Reclassifications: receipts from customers includes ‘other income received’, which was separately classified in the HDUF Group
reported cash flow statement.
(2) Pro forma adjustments

A$’000

HY2012
operating
cash flow
pro forma
adjustments

South East Water interest income1

FY2011
operating
cash flow
pro forma
adjustments

FY2010
operating
cash flow
pro forma
adjustments

(9,922)

(5,986)

Interest payments reduction2

-

7,094

14,188

Total pro forma adjustments

-

(2,828)

8,202

1.

The South East Water investment was divested by HDUF Group on 20 December 2010. This adjustment removes the operating cash flow (interest income)
received from this investment. In making this adjustment it has been assumed that the interest income is received in the same financial period as it is earned.

2. It has been assumed that the proceeds received on the divestment of the South East Water investment of $190.7 million have been utilised to reduce borrowings
with effect from 1 July 2009 to date of divestment (20 December 2010) using an assumed average cost of borrowings. Accordingly, the pro forma adjustments
reflect a reduction in interest paid of $14.2 million for FY2010 and $7.1 million for FY2011.
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5.	Financial information continued

5.4	Combined Group pro forma historical
financial information

5.4.1	Combined Group overview
This section 5.4 contains pro forma historical financial
information which has been prepared to illustrate the pro forma
historical financial information of the Combined Group. The pro
forma historical financial information has been prepared to
provide investors with an indication of the scale and size of the
Combined Group and the illustrative financial effect on
APA Group of successfully completing the Offer. It does not
necessarily illustrate the financial information that would have
been prepared had APA Group acquired HDUF Group on or
before 31 December 2011.
The pro forma historical financial information set out in this
section should be read in conjunction with the “Summary of
Key Risks” set out on page 23 of this Fifth Supplementary
Bidder’s Statement, other information contained in this Fifth
Supplementary Bidder’s Statement and the accounting policies
of APA Group and HDUF Group as disclosed in their most
recent financial reports.
The pro forma historical financial information contained in this
section 5.4 has been derived from the financial statements of
APA Group and HDUF Group which were prepared in
accordance with the recognition and measurement principles
of Australian Accounting Standards. It is presented in an
abbreviated form and does not contain all the disclosures that
are usually provided in an annual report prepared in accordance
with the Corporations Act.
The HDUF Group historical financial information used in the
preparation of this section 5.4 is based on a review of publicly
available information.

5.4.2 Assumptions regarding capital structure
For the purposes of considering the effect of the Offer on the
capital structure of APA Group, the Combined Group pro forma
historical financial information has been prepared considering
two acquisition scenarios:
(1) APA Group acquires 100% of HDUF Group;
(2) APA Group acquires 50.1% of HDUF Group.
The assumed exchange ratio for each HDUF Stapled Security
for each APA Stapled Security is 0.390. The table below has
been calculated assuming an APA Stapled Security price of
$4.70 (the closing price of APA Stapled Securities on 16 August
2012 – the day before the announcement of the increased Offer
Consideration). The number of outstanding HDUF Stapled
Securities that has been assumed for the purpose of calculating
the consideration is 420,233,736 which is derived as follows:
HDUF Stapled Securities on issue as at the date
of this Fifth Supplementary Bidder’s Statement

530,001,072

Less: HDUF Stapled Securities held by
APA Group at date of Offer

(109,767,336)
420,233,736
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The cash component of the consideration under the Offer is
assumed to be $0.72 in the 50.1% scenario and $0.80 in the
100% scenario.
The purchase consideration will be comprised as follows:

Cash (A$’000)

50.1%

100%

112,150

336,187

285,514

770,288

60,748

163,891

APA Stapled Securities to be
issued
Value (A$’000)
Number of stapled securities
(‘000s)

APA Group has been in discussions with the ACCC in connection
with the Offer. On 19 July 2012, the ACCC announced that it
would not oppose the proposed acquisition by APA Group of
HDUF, on the basis of its acceptance of the ACCC Undertaking
from APA Group to divest the MAPS Business.
Due to an inability to obtain detailed financial information in
relation to the MAPS Business no pro forma adjustments have
been reflected in the Combined Group pro forma historical
information in respect of the proposed divestment. The net
proceeds (after transaction costs) from this divestment will be
applied in the reduction of group borrowings.

5.4.3 Sources of information and pro forma adjustments
The unaudited pro forma historical financial information
presented in this section 5.4 is compiled using the following
sources:
(1) for APA Group, the pro forma income statements and
operating cash flows for HY2012, FY2011 and FY2010 and
the pro forma balance sheet as at 31 December 2011
presented in section 5.2;
(2) for HDUF Group, the pro forma income statements and
operating cash flows for HY2012, FY2011 and FY2010 and
the pro forma balance sheet as at 31 December 2011
presented in section 5.3; and
(3) the pro forma transactions to illustrate the financial effect
of the completion of the Offer utilising, in part, funds raised
under the Subordinated Notes Offer.

5.4.4	Combined Group pro forma historical financial information

Combined Group pro forma income statement
for the six months ended 31 December 2011

HY2012
APA Group
pro forma

HY2012
HDUF Group
pro forma

Pro forma
transactions
(100%)

HY2012
pro forma
Combined
Group
(100%)

Operating revenue

491,671

69,771

-

561,442

Other income

24,410

421

(5,488)

19,343

(5,488)

19,343

Total revenue

516,081

70,192

(5,488)

580,785

(5,488)

580,785

(194,094)

(6,443)

A$’000

Asset operation and
management expenses
Employee benefit expense

-

(200,537)

Pro forma
transactions
(50.1%)

HY2012
pro forma
Combined
Group
(50.1%)

-

561,442

-

(200,537)

(45,411)

(9,198)

-

(54,609)

-

(54,609)

(6,118)

(62,656)

59,677

(9,097)

-

(68,774)

(8,105)

54,189

316,542

(5,488)

(117,816)

(41,180)

(12,506)

(171,502)

(4,172)

2,446

8,103

Depreciation and amortisation expense

(50,352)

(10,895)

(3,562)

(64,809)

(3,562)

(64,809)

Profit before tax

104,736

(52,077)

38,121

90,780

(13,222)

39,437

(11,436)

(42,216)

3,967

(26,813)

(3)

29,657

29,654

20,402

42,278

Other expenses
EBITDA
Finance costs
Finance income

Income tax expense
Minority interest other than
APTIT equity holders interest
Profit after tax including interests
of APTIT equity holders

270,458

(25,918)
(3)
78,815

(4,862)
(56,939)

-

26,685

10,549

48,561

-

256,865
(163,168)
10,549
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Combined Group pro forma income statement
for the year ended 30 June 2011

A$’000

Operating revenue

FY2011
APA Group
pro forma

FY2011
HDUF Group
pro forma

Pro forma
transactions
(100%)

FY2011
pro forma
Combined
Group
(100%)

1,033,751

140,919

-

1,174,670

Pro forma
transactions
(50.1%)

FY2011
pro forma
Combined
Group
(50.1%)

-

1,174,670

Other income

40,677

-

(10,903)

29,774

(10,903)

29,774

Total revenue

1,074,428

140,919

(10,903)

1,204,444

(10,903)

1,204,444

Asset operation and management
expenses

(488,682)

(16,713)

-

(505,395)

-

(505,395)

Employee benefit expense

(108,573)

(16,178)

-

(124,751)

-

(124,751)

(18,102)

(39,185)

31,399

(25,888)

-

(57,287)

Other expenses
EBITDA

459,071

68,843

20,496

548,410

(10,903)

517,011

Finance costs

(224,523)

(32,532)

(25,012)

(282,067)

(8,344)

(265,399)

Finance income
Depreciation and amortisation expense

12,932
(87,674)

8,167

-

21,099

(21,908)

(7,005)

(116,587)
170,855

Profit before tax

159,806

22,570

(11,521)

Income tax expense

(40,397)

(13,877)

3,456

(50,818)

-

(316)

Minority interest other than
APTIT equity holders interest
Profit after tax including interests
of APTIT equity holders

(316)
119,093

8,693

(8,065)

119,721

(7,005)
(26,252)
7,876
(1,891)
(20,267)

21,099
(116,587)
156,124
(46,398)
(2,207)
107,519

Combined Group pro forma income statement
for the year ended 30 June 2010

FY2010
APA Group
pro forma

FY2010
HDUF Group
pro forma

Pro forma
transactions
(100%)

FY2010
pro forma
Combined
Group
(100%)

940,702

126,694

-

1,067,396

Other income

23,151

-

(3,929)

19,222

(3,929)

19,222

Total revenue

963,853

126,694

(3,929)

1,086,618

(3,929)

1,086,618

Asset operation and
management expenses

(432,764)

(12,793)

-

(445,557)

-

(445,557)

(89,849)

(16,431)

-

(106,280)

-

(106,280)

(11,889)

(11,239)

5,164

(17,964)

-

(23,128)

A$’000

Operating revenue

Employee benefit expense
Other expenses

Pro forma
transactions
(50.1%)

FY2010
pro forma
Combined
Group
(50.1%)

-

1,067,396

EBITDA

429,351

86,231

1,235

516,817

(3,929)

511,653

Finance costs

(207,754)

(30,642)

(25,012)

(263,408)

(8,344)

(246,740)

Finance income

13,866

9,787

Depreciation and amortisation expense

(75,244)

(21,169)

Profit before tax

160,219

Income tax expense

(44,983)

Minority interest other than
APTIT equity holders
Profit after tax including interests
of APTIT equity holders
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(150)
115,086

44,207
(11,525)
32,682

-

23,653

(7,744)

(104,157)

(31,521)

172,905

9,456

(47,052)

-

(150)

(22,065)

125,703

(7,744)
(20,017)

23,653
(104,157)
184,409

6,005

(50,503)

(13,603)

(13,753)

(27,615)

120,153

5.4.5 Pro forma transactions to derive the Combined Group pro forma income statements
The following pro forma transactions have been made to the income statements of the Combined Group as if they had applied from
1 July 2009:
HY2012
pro forma
adjustment
(100%)

HY2012
pro forma
adjustment
(50.1%)

FY2011
pro forma
adjustment
(100%)

FY2011
pro forma
adjustment
(50.1%)

FY2010
pro forma
adjustment
(100%)

FY2010
pro forma
adjustment
(50.1%)

Responsible entity management and
performance fees1

59,677

-

31,399

-

5,164

-

HDUF distributions to APA Group

(5,488)

(5,488)

Depreciation on fair value uplift to
property, plant and equipment3

(3,562)

(3,562)

(7,005)

(7,005)

(7,744)

(7,744)

Interest on acquisition borrowings4

(12,506)

(4,172)

(25,012)

(8,344)

(25,012)

(8,344)

38,121

(13,222)

(11,521)

(26,252)

(31,521)

(20,017)

(11,436)

3,967

3,456

9,456

6,005

-

29,657

-

26,685

20,402

A$’000

2

Profit before tax
Income tax expense

5

Minority interest in HDUF profit after tax
Total pro forma adjustments

6

(10,903)

(8,065)

(10,903)

7,876

(3,929)

(1,891)
(20,267)

(22,065)

(3,929)

(13,603)
(27,615)

100% of HDUF Group acquired
1.

Management fees and performance fees – Under the 100% scenario the fees previously paid to the responsible entity of the trusts that comprise HDUF are
assumed to be removed on the basis that management will be internalised following the acquisition by APA Group. In the 50.1% scenario the management fees
and performance fees have not been adjusted and are reflected based on the existing arrangements within HDUF Group.

2. Removal of the distributions received by APA Group from HDUF in relation to its existing 20.7% investment in HDUF.
3. Increase in depreciation expense consistent with the uplift on property, plant and equipment from the book value recorded by HDUF Group to estimated fair
value based on provisional accounting for the acquisition.
4. It has been assumed that the cash component of the Offer consideration has been funded by increased borrowings with effect from 1 July 2009. Accordingly,
the pro forma adjustments reflect an increase in interest expense for HY2012, FY2011 and FY2010.
5. Income tax expense on the pro forma adjustments has been recognised at the rate of 30%.
50.1% of HDUF Group acquired
6. As above, but also recognising the 49.9% minority interest’s share of HDUF Group’s profit for the year. This assumes that with a 50.1% ownership interest
APA Group will have the capacity to control HDUF Group and therefore will be required to consolidate HDUF Group in accordance with Australian Accounting
Standards.

5.4.6 APA Group statutory results for FY2012 and FY2013
The Combined Group pro forma income statements do not reflect a number of one-off impacts of the Offer as follows:
(1) transaction costs totalling $17.7 million for 100% scenario and $6.9 million for 50.1% scenario will be expensed. These costs will
be funded from existing cash reserves;
(2) a one-off gain of approximately $140.4 million (100% scenario) or $131.6 million (50.1% scenario) will be recorded in relation to
the increase in the fair value of APA Group’s previously held 20.7% interest in HDUF Stapled Securities;
(3) the results for the period will only include the acquisition of HDUF Group from the date the bidder obtains control; and
(4) as detailed in section 5.2 the APA Group pro forma income statements do not reflect the profit on sale of APA Group’s 80%
interest in the Allgas Distribution Network of $12.1 million less transaction costs of $22.5 million resulting in a reported loss of
$10.4 million. Accordingly the Combined Group pro forma income statements also do not reflect this.
The above amounts will be reflected in the statutory accounts of APA Group for FY2012 (item 4 above) and FY2013
(items 1, 2 and 3 above).

5.4.7 Synergies
No pro forma adjustments have been made for potential synergy benefits as APA Group has not had access to sufficient information
to identify, confirm and quantify all available synergies, or to assess any costs to be incurred to achieve the synergies.
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5.4.8	Combined Group Pro forma consolidated balance sheet as at 31 December 2011
– 100% and 50.1% acquisition of HDUF Group

31 Dec 2011
APA Group
pro forma

31 Dec 2011
HDUF Group
pro forma

Cash and cash equivalents

594,775

91,795

Receivables, inventories and
other current assets

182,697

20,613

Total current assets

777,472

112,408

(365,013)

524,867

(127,259)

A$’000

Pro forma
transactions
(100%)

31 Dec 2011
pro forma
Combined
Group
(100%)

Pro forma
transactions
(50.1%)

31 Dec 2011
pro forma
Combined
Group
(50.1%)

Current assets
(365,013)
-

321,557
203,310

(127,259)
-

559,311
203,310
762,621

Non-current assets
Property, plant and equipment

3,332,666

1,551,681

524,463

5,408,810

524,463

5,408,810

Equity accounted investments

522,293

-

-

522,293

-

522,293

Receivables and other financial assets

290,033

16,310

Goodwill and other intangible assets

600,638

-

451,616

1,052,254

292,757

893,395

Total non-current assets

4,745,630

1,567,991

751,056

7,064,677

592,197

6,905,818

Total assets

5,523,102

1,680,399

386,043

7,589,544

464,938

7,668,439

Trade and other payables

132,805

103,453

-

236,258

-

236,258

Provisions

54,369

2,940

-

57,309

-

57,309

Borrowings and other financial liabilities

46,281

5,076

-

51,357

-

51,357

233,455

111,469

-

344,924

-

344,924

49,722

1,444

-

51,166

-

51,166

247,501

134,426

422,630

4,469,364

-

4,469,364

(225,023)

81,320

(225,023)

81,320

Current liabilities

Total current liabilities
Non-current liabilities
Provisions
Deferred tax liabilities
Borrowings and other financial liabilities

299,650
3,292,055

(11,446)
1,177,309

(40,703)
-

Total non-current liabilities

3,641,427

1,167,307

(40,703)

4,768,031

134,426

4,943,160

Total liabilities

3,874,882

1,278,776

(40,703)

5,112,955

134,426

5,288,084

Net assets

1,648,220

401,623

426,746

2,476,589

330,512

2,380,355

1,161,353

882,943

(123,811)

1,920,485

(605,632)

1,438,664

Reserves

60,821

-

(53,463)

7,358

(53,463)

7,358

Retained earnings

29,034

Equity
Issued capital

(481,320)

604,020

151,734

1,251,208

401,623

426,746

2,079,577

396,916

-

-

396,916

-

396,916

Other minority interest

96

-

-

96

383,605

383,701

Total minority interest

397,012

-

-

397,012

383,605

780,617

1,648,220

401,623

426,746

2,476,589

330,512

2,380,355

Equity attributable to
APA Securityholders

606,002
(53,093)

153,716
1,599,738

Minority interests
APTIT

Total equity
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5.4.9 Pro forma transactions to derive the Combined Group pro forma balance sheet
The following pro forma transactions have been made for purposes of illustrating the Combined Group balance sheet as if they
had applied at 31 December 2011.
(1) Based on an implied Offer price of $2.63 (100% scenario) and $2.55 (50.1% scenario) per HDUF Stapled Security (each based on
the closing price of APA Stapled Securities of $4.70 on 16 August 2012 – the day before the announcement of the increased Offer
Consideration), APA Group will acquire ownership of the HDUF Stapled Securities for a total consideration of $1,106.5 million
(100% scenario) or $397.7 million (50.1% scenario). This will be funded by cash of $336.2 million (100% scenario) or $112.2 million
in the 50.1% scenario and an issue of APA Stapled Securities of $770.3 million or $285.5 million respectively.
(2) Transaction costs for the acquisition of $17.7 million in the 100% scenario or $6.9 million in the 50.1% scenario will be expensed.
This is shown as a decrease in retained earnings above. Costs associated with the securities issued of $11.1 million in the 100%
scenario and $8.2 million in the 50.1% scenario are offset against equity.
It has been assumed that the total transaction costs of $28.8 million in the 100% scenario or $15.1 million in the 50.1% scenario
will be funded from existing cash reserves.
(3) The purchase price accounting for the acquisition has been determined on a provisional basis by allocating the difference
between the purchase consideration and the carrying values to property, plant and equipment and associated deferred tax
balances with the remaining difference being allocated to goodwill.
The provisional purchase price accounting for the acquisition may be summarised as follows:
A$’000

100%

50.1%

Book value of net assets acquired

401,623

401,623

Uplift in value of property, plant and equipment

524,463

524,463

Deferred tax related to increase in value of property, plant and equipment

(24,323)

(157,339)

Write back of deferred tax liability
Goodwill
Less: Existing 20.7% ownership interest

42,113

-

451,616

292,757

1,395,492

1,061,504

(289,017)

Minority interest
Purchase consideration

(280,235)
(383,605)

1,106,475

397,664

Purchase consideration comprised of:
•

Cash

336,187

112,150

•

APA Stapled Securities

770,288

285,514

1,106,475

397,664

The pro forma adjustments made to reflect the estimated financial effect from fair value accounting for the acquisition are
illustrative only and are limited to property, plant and equipment, and the deferred tax impact from these allocations. APA Group
has used an estimate of fair value allocation for these items based on publicly available information. APA Group has presented
this illustrative allocation as it expects that a substantial proportion of the fair value acquired relative to HDUF Group’s existing
book carrying amounts will be allocated to tangible non-current assets.
Australian Accounting Standards require a full allocation of fair value acquired. APA Group will undertake a formal valuation of
its acquisition price subsequent to the date when the acquisition completes. Accordingly the formal valuation may give rise to
material differences in values allocated to the above balance sheet line items and may also give rise to fair value being allocated
to other balance sheet line items including goodwill, which in turn may materially change the consequent profit after tax impact,
but will not affect cash flows.
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1.

Pro forma adjustments in respect of APA Group’s existing 20.7% investment in HDUF (as at 31 December 2011).
The adjustments eliminate APA Group’s existing 20.7% investment in HDUF (as at 31 December 2011) which was recorded as
another financial asset of $225.0 million as at 31 December 2011 and related deferred tax balances.
A$’000

Receivables and other financial assets

APA Group
pro forma

225,023

Pro forma
transactions

(225,023)

Combined
Group

-

Deferred tax liabilities

(22,913)

22,913

-

Reserves

(53,463)

53,463

-

2. The HDUF Group’s pro forma non-current borrowings totalling $1,177.3 million have continued to be disclosed as a non-current
liability in the Combined Group pro forma consolidated balance sheet. Although the terms of HDUF’s financing arrangements are
not known to APA Group, HDUF has publicly disclosed that the terms of the existing finance arrangement include market
standard terms. Specifically, the terms include change of control provisions that provide lenders with the ability to review
continuation of the facilities under a change of control. HDUF has disclosed that a change of control includes the situation of any
person (alone or with associates) directly or indirectly acquiring a legal or beneficial interest or relevant interest in more than
75% of the securities in HDUF or HDUF Epic Trust or otherwise acquiring control of HDUF or HDUF Epic Trust. If these provisions
are triggered and early repayment is demanded, then in addition to being required to repay the outstanding amount of principal
and any accrued interest, it is possible certain additional payment obligations may arise. The target’s statement issued by HDUF
on 3 August 2012 in response to the takeover bid from Pipeline Partners Australia Pty Limited notes that if these provisions are
triggered:
•

it is likely that Epic would be required to ‘close out’ its interest rate swap positions; and

•

due to falls in interest rates, many of those swaps were ‘out of the money’ as at 30 June 2012, such that closing them out
would be likely to crystallise a payment obligation (assuming interest rates remain at 30 June 2012 levels) of approximately
$30.8 million.

However, the target’s statement also goes on to note that as a result of closing out these swaps, the interest rates payable by
Epic under any replacement financing would, all other things being equal, be likely to be lower. Further, it is not known to
APA Group whether the terms on which the HDUF Group’s financing have been structured would affect HDUF Group becoming
part of APA Group’s financing arrangements. If such provisions do exist then it will be necessary for APA Group to negotiate with
HDUF and its financiers to either ensure that those HDUF Group financings will remain available or that new replacement
financing can be arranged.
3. Issued capital reconciliation:

A$’000

31 December
2011
pro forma
Combined
Group
(100%)

31 December
2011
pro forma
Combined
Group
(50.1%)

Issued capital:
•

APA Group

1,161,353

1,161,353

•

HDUF Group

882,943

882,943

770,288

285,514

APA Group securities issued as part of consideration for HDUF securities
Costs associated with issue of APA Group securities
Elimination of HDUF Group issued capital on consolidation

(11,156)

(8,203)

(882,943)

(882,943)

1,920,485
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1,438,664

5.4.10 Combined Group pro forma operating cash flows for HY2012, FY2011 and FY2010

Combined Group pro forma operating cash flows
for the six months ended 31 December 2011

HY2012
APA Group
pro forma

HY2012
HDUF Group
pro forma

Pro forma
transactions
(100%)

HY2012
Combined
Group
pro forma
(100%)

Receipts from customers

539,270

76,302

-

615,572

-

615,572

Payments to suppliers and employees

(307,001)

(25,030)

-

(332,031)

-

(332,031)

A$’000

Pro forma
transactions
(50.1%)

HY2012
Combined
Group
pro forma
(50.1%)

Cash flows from operating activities

Dividends received

22,588

-

(5,488)

17,100

(5,488)

17,100

Proceeds from repayment of
finance leases

1,464

619

-

2,083

-

2,083

Interest received

2,871

10,293

-

13,164

-

13,164

Interest and other costs of finance paid

(102,660)

(19,363)

(12,506)

Income taxes paid

-

(126)

-

Responsible entity fees paid and
other operating expenses paid

-

(3,377)

3,377
(14,617)

Net cash provided by
operating activities

156,532

39,318

Net capital expenditure

(84,374)

(185,361)

-

(134,529)

(4,172)

(126)
181,233

-

(126)

-

(3,377)

(9,660)

(269,735)

(126,195)

-

186,190
(269,735)

Combined Group pro forma operating cash flows
for the year ended 30 June 2011

A$’000

FY2011
APA Group
pro forma

FY2011
HDUF Group
pro forma

Pro forma
transactions
(100%)

FY2011
Combined
Group
pro forma
(100%)

Pro forma
transactions
(50.1%)

FY2011
Combined
Group
pro forma
(50.1%)

1,145,135

157,079

-

1,302,214

-

1,302,214

(724,435)

(51,202)

-

(775,637)

-

(775,637)

Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees
Dividends received
Proceeds from repayment of
finance leases
Interest received
Interest and other costs of finance paid
Income taxes paid
Responsible entity fees paid and
other operating expenses paid

45,890

-

6,748

1,050

6,162
(194,473)
442
-

Net cash provided by
operating activities

285,469

Net capital expenditure

(209,799)

5,572
(20,558)
142
(10,251)
81,832
(448,062)

(10,903)
(25,012)

34,987
7,798
11,734
(240,043)

(10,903)
(8,344)

-

584

-

10,251

-

-

(25,664)
-

341,637
(657,861)

(19,247)
-

34,987
7,798
11,734
(223,375)
584
(10,251)
348,054
(657,861)
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5.	Financial information continued

Combined Group pro forma operating cash flows
for the year ended 30 June 2010

A$’000

FY2010
APA Group
pro forma

FY2010
HDUF Group
pro forma

Pro forma
transactions
(100%)

FY2010
Combined
Group
pro forma
(100%)

Pro forma
transactions
(50.1%)

FY2010
Combined
Group
pro forma
(50.1%)

1,038,620

134,755

-

1,173,375

-

1,173,375

(39,373)

-

(670,597)

-

(670,597)

Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees
Dividends received
Proceeds from repayment of
finance leases
Interest received
Interest and other costs of finance paid

(631,224)
38,143

-

2,875

807

-

3,682

-

3,682

18,003

8,051

-

26,054

-

26,054

(195,189)

(18,980)

(3,929)

(25,012)

Income taxes paid

-

(103)

-

Responsible entity fees paid and
other operating expenses paid

-

(3,483)

3,483

Net cash provided by
operating activities

271,228

81,674

Net capital expenditure

(114,420)

(182,832)

34,214

(25,458)
-

(239,181)
(103)
327,444
(297,252)

(3,929)

(8,344)

34,214

(222,513)

-

(103)

-

(3,483)

(12,273)
-

340,629
(297,252)

5.4.11 Pro forma transactions to derive the Combined Group pro forma operating cash flows
The following pro forma transactions have been made for purposes of illustrating the Combined Group operating cash flows as if
they had applied from 1 July 2009:

A$’000

Responsible entity management fees1
HDUF distributions to APA Group

HY2012
Operating
Cash Flow
pro forma
adjustment
(100%)

HY2012
Operating
Cash Flow
pro forma
adjustment
(50.1%)

FY2011
Operating
Cash Flow
pro forma
adjustment
(100%)

FY2011
Operating
Cash Flow
pro forma
adjustment
(50.1%)

FY2010
Operating
Cash Flow
pro forma
adjustment
(100%)

FY2010
Operating
Cash Flow
pro forma
adjustment
(50.1%)

3,377

-

10,251

-

3,483

-

2

(5,488)

(5,488)

(10,903)

(10,903)

(3,929)

(3,929)

Interest on acquisition borrowings

(12,506)

(4,172)

(25,012)

(8,344)

(25,012)

(8,344)

(14,617)

(9,660)

(25,664)

(19,247)

(25,458)

(12,273)

Total pro forma adjustments
1.

3

HDUF Responsible Entity management fees have been removed in the 100% acquisition scenario on the basis that external management fees will no longer be
paid in a 100% acquisition scenario. In the 50.1% scenario the management fees and Performance Fees have not been adjusted and are reflected based on the
existing arrangements within HDUF Group.

2. Removal of distributions received by APA Group from HDUF in relation to its existing 20.7% investment in HDUF.
3. Additional finance costs on increased borrowings used to fund the cash component of Offer Consideration.
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6.	Tax considerations
for HDUF Securityholders

The Board of Directors
Australian Pipeline Limited as responsible entity for
APT Investment Trust (APTIT)
Level 19, HSBC Building
580 George Street
Sydney NSW 2000
Australian Pipeline Limited as responsible entity for
Australian Pipeline Trust (APT)
Level 19, HSBC Building
580 George Street
Sydney NSW 2000
APT Pipelines Limited
Level 19, HSBC Building
580 George Street
Sydney NSW 2000
21 August 2012
Dear Directors
Tax Considerations for HDUF Securityholders
This letter has been prepared for inclusion in the Fifth Supplementary Bidder’s Statement dated on or about 21 August
2012 in relation to the Offer. Capitalised terms in this letter have the same meaning as they do in the Bidder’s
Statement.
This letter has been prepared for the Directors and should not be relied upon by any other party.
The purpose of this letter is to provide a broad summary of the Australian income tax, GST and stamp duty
considerations for Australian resident individual HDUF Securityholders who accept the Offer. In providing this opinion
PricewaterhouseCoopers has relied upon certain facts set out in the Bidder’s Statement that have not been
independently reviewed or verified by PricewaterhouseCoopers.
The tax information provided below is intended as a brief guide only and does not purport to be a complete analysis
of the potential tax consequences of accepting the Offer. This information applies to Australian resident individual
HDUF Securityholders who hold their investment on capital account, and does not apply to HDUF Securityholders
who are traders or are carrying on a business which includes deriving gains from the disposal of their HDUF Stapled
Securities.
This guide is not intended to be, and should not be relied upon as, personal taxation or financial advice. Accordingly,
HDUF Securityholders are recommended to seek professional tax advice in relation to their own position.
The information below is based on existing tax law and established interpretations as at the date of this letter. The tax
law is complex and subject to change periodically as is its interpretation by the courts and the Australian Taxation
Office (ATO) and state revenue authorities (SRA). We have not sought to have our opinion ruled upon by the ATO or
any SRA and therefore there is a risk that the ATO or a SRA may not agree with our opinion or aspects of it.

PricewaterhouseCoopers, ABN 52 780 433 757
Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY NSW 1171
DX 77 Sydney, Australia
T +61 2 8266 0000, F +61 2 8266 9999, www.pwc.com.au
Liability limited by a scheme approved under Professional Standards Legislation

51

6.	Tax considerations for HDUF Securityholders continued

The information contained in this document does not constitute “financial product advice” within the meaning of the
Corporations Act. The PricewaterhouseCoopers partnership which is providing this advice is not licensed to provide
financial product advice under the Corporations Act. To the extent that this document contains any information about
a “financial product” within the meaning of the Corporations Act, taxation is only one of the matters that must be
considered when making a decision about the relevant financial product. This material has been prepared for general
circulation and does not take into account the objectives, financial situation or needs of any recipient. Accordingly, any
recipient should, before acting on this material, consider taking advice from a person who is licensed to provide
financial product advice under the Corporations Act. Any recipient should, before acting on the contents of this letter,
also consider the appropriateness of this material having regard to their objectives, financial situation and needs and
consider obtaining independent financial advice.
1	Taxation on disposal of HDUF Stapled Securities
A HDUF Stapled Security consists of a unit in HDUF Epic Trust, HDUF Finance Trust and HDUF Further Investments
Trust.
The Minimum Offer consists of an exchange of one HDUF Stapled Security for 0.39 APA Stapled Security plus cash of
$0.72. If APA achieves ownership of 90% or more of the HDUF Stapled Securities and becomes entitled to proceed to
compulsory acquisition, additional cash consideration of $0.08 (i.e. in total cash of $0.80) will be paid for each HDUF
Stapled Security under the 90% Offer.
Acceptance of the Offer will involve a disposal by HDUF Securityholders of a unit in HDUF Epic Trust, HDUF Finance
Trust and HDUF Further Investments Trust i.e. three disposals for CGT purposes. A CGT calculation will be required in
respect of each unit held in HDUF Epic Trust, HDUF Finance Trust and HDUF Further Investments Trust.
As no CGT roll-over relief will be available, any resultant capital gain or loss will need to be taken into account in
determining the net capital gain to be included in the assessable income of the HDUF Securityholder in the year of
income in which the disposal occurs. A net capital loss may be carried forward until the HDUF Securityholder has
realised capital gains against which the net capital loss can be offset.
The capital proceeds for the disposal of each HDUF Stapled Security should be the market value of the APA Stapled
Security on the date of disposal plus the cash component of the Offer (including the additional $0.08 paid for each
HDUF Stapled Security if APA becomes entitled to proceed to compulsory acquisition). The capital proceeds received
must be apportioned between HDUF Epic Trust, HDUF Finance Trust and HDUF Further Investments Trust on a
reasonable basis.
It should be noted that, depending on the date of acquisition and the period held of each HDUF Stapled Security, the
CGT treatment may differ amongst individual HDUF Securityholders.
The capital gain or loss is calculated separately in respect of the units in HDUF Epic Trust, HDUF Finance Trust and
HDUF Further Investments Trust as follows:
• The capital gain is the excess of the capital proceeds for the disposal over the cost base of the relevant units.
• The capital loss is the shortfall of the capital proceeds for the disposal below the cost base of the relevant units.
• If the units have been held for less than 12 months this is the amount of gain or loss included in the net capital
gain calculation.
• If the units have been held for 12 months or more and there is a loss, similarly this loss is included in the net capital
gain calculation.
• If the units have been held for 12 months or more and there is a gain, the gain is eligible for a CGT discount
(being 50% of the gain for individuals).
The ATO measures the period of 12 months for this purpose exclusive of both the acquisition date and the disposal
date.
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2	Cost base of APA Stapled Securities
Each APA Stapled Security consists of one APTIT Unit and one APT Unit.
The cost base of the APTIT Units and APT Units should be the market value of the HDUF Stapled Securities disposed
of under the Offer less the cash consideration ($0.72 under the Minimum Offer or $0.80 under the 90% Offer),
apportioned on a reasonable basis as between the APTIT Units and the APT Units.
We have been advised that APA will make information available on its website to assist HDUF Security holders with
the relative market value of each APTIT Unit and APT Unit. The date of disposal of the HDUF Stapled Securities should
also be the date of acquisition of the APTIT Units and APT Units.
3	Taxation of APA Stapled Securities
For tax purposes APTIT and APT are treated as separate entities and the holding of APTIT Units and APT Units are
treated as separate investments.
3.1	Tax treatment of APTIT
APTIT should not generally be liable for income tax in any income year provided unitholders are presently entitled to
all of the income of the trust in each year (which is intended to be the case).
Based on information provided, and the intention of the trustee as expressed to us, we do not consider that APTIT
should be taxed in a similar manner to a company under the corporate unit trust provisions contained in Division 6B
of Part III of the Income Tax Assessment Act or the public trading trust provisions in Division 6C of Part III of the
Income Tax Assessment Act.
We note that the public trading trust test is an on-going one and the tax position of APTIT in any year will depend on
its actual operations and activities in that year.
3.2	Tax treatment of on-going APTIT distributions
APTIT Unitholders are liable to pay tax on the full amount of their share of the taxable income of APTIT in the year in
which entitlement to income from the trust arises. An APTIT Unitholder’s share of the taxable income of APTIT for the
year ended 30 June must therefore be included as assessable income for the financial year ending on that date. This
applies irrespective of whether distributions from APTIT are paid in a subsequent year.
Distributions from APTIT may include various components, the taxation treatment of which may differ. For example,
a distribution from APTIT may include a tax-deferred component, a CGT concession component, as well as net
capital gains.
Tax-deferred distributions are usually attributable to returns of capital, building allowances, tax depreciation and other
tax timing differences. It is the practice of the Commissioner of Taxation to treat tax-deferred distributions as not
assessable when received unless and until the total tax-deferred amounts received by an APTIT Unitholder exceeds
the cost base of the units in the trust. Subject to this point, for CGT purposes, amounts of tax-deferred distributions
received reduce the cost base of units held for an APTIT Unitholder and therefore affect the APTIT Unitholder’s capital
gain/loss on disposal of their APTIT Units.
The CGT concession component of a distribution represents the CGT discount claimed by APTIT in respect of asset
sales. The CGT concession component is not assessable when received by an APTIT Unitholder. Where an APTIT
distribution includes a CGT concession component, there will be no reduction to the cost base of the APTIT Units held
by an APTIT Unitholder for that component.
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6.	Tax considerations for HDUF Securityholders continued

The capital gain component of an APTIT distribution must be included in an APTIT Unitholder’s calculation of their net
capital gain. Where the distributed capital gain includes a discounted capital gain component, an APTIT Unitholder is
required to “gross up” that amount by the discount applied by the trust (ie 50%). The nominal capital gain (ie the
whole amount of the gain prior to discounting) is then included in the calculation of an APTIT Unitholder’s net capital
gain. An APTIT Unitholder may be entitled in their own right to a CGT discount as an individual.
3.3	Tax treatment of APT
APT is treated as a company for income tax purposes. Furthermore, APT Units are treated for tax purposes as a share
in a company (and not an interest in a trust) and APT Unitholders treated as shareholders.
3.4	Tax treatment of on-going distributions from APT
As a company for tax purposes, APT is liable to income tax at the corporate rate (currently 30%) on its taxable
income. APT will generate franking credits for the amount of tax paid and franked dividends received and these
credits may be used to frank distributions paid to APT Unitholders.
Distributions to APT Unitholders will be assessable as dividends paid to shareholders in a company, ie. distributions
grossed up for any franking credits are included in the APT Unitholder’s assessable income in the year in which the
distributions are paid. The APT Unitholder is then allowed a tax offset equal to the franking credit.
Excess franking tax offsets (i.e. excess of franking tax offsets over tax payable) are refunded to individual APT
Unitholders.
To the extent that distributions are unfranked, APT Unitholders will be assessed on the unfranked distribution received
and there is no franking credit available.
We have been advised by APT that it does not expect to pay franked distributions in the immediate future.
There are a number of measures that may affect the ability of an APT Unitholder to use franking credits distributed,
including the holding period rule. However, an exemption from the holding period rule applies where a shareholder is
entitled to total franking credits of $5,000 or less. The holding period rule requires APT Unitholders to hold the units
at risk for more than 45 days during the relevant period. Given that these rules can be complex, APT Unitholders
should be aware of, and seek specific advice on, their own position.
3.5 Return of capital by APT
Amounts that are distributed to APT Unitholders may be treated as a return of capital and not assessable, but only to
the extent that the amounts are not attributable to profits of APT. Such amounts will be treated as a reduction in the
CGT cost base of the APT Unit. A capital gain will arise for the APT Unitholder to the extent that the return of capital
(including any previous capital distributions, if relevant) exceeds the cost base of the APT Units.
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3.6	Taxation on disposal of APA Stapled Securities
The disposal of an APA Stapled Security involves a disposal of an APTIT Unit and an APT Unit ie. two disposals for
CGT purposes. Broadly, APA Securityholders must include any realised capital gain or loss in the calculation of their
net capital gain. A net capital gain will be included in the APA Securityholder’s assessable income for that year.
Please refer above to the calculation of the capital gain or loss on disposal.
4	Tax File Numbers
HDUF Securityholders need not quote a Tax File Number (TFN) under the Offer. However, if a TFN is not quoted, or
no appropriate TFN exemption information is provided, tax is required to be deducted from any income distribution
entitlement or unfranked dividend paid at the highest marginal tax rate plus Medicare levy (currently 46.5%).
HDUF Securityholders that hold their investment as a part of their business may quote their Australian Business
Number (ABN) instead of their TFN.
5	GST
The disposal of HDUF Stapled Securities and issue of APA Stapled Securities to HDUF Securityholders should not
be subject to GST.
6
Stamp Duty
Under current law, no stamp duty should be payable by HDUF Securityholders on the disposal of HDUF Stapled
Securities and issue of APA Stapled Securities. Stamp duty may be payable by APA (at law) in relation to the
acquisition of HDUF Stapled Securities on which it has separately been advised.
Yours faithfully

Steve Ford

Mike Davidson

Principal

Partner
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7.	Other important information
and consents

7.1
Statements based on documents announced by HDUF to the ASX
This Fifth Supplementary Bidder’s Statement includes statements which are made in, or based on statements made in, documents
announced to the ASX. These documents are set out in Figure 13 below. No person who has made any of these statements has
consented to the statement being included in or accompanying this Fifth Supplementary Bidder’s Statement in the form and context
in which it is included. Requests for copies of these documents may be made by contacting the APA Offer Information Line on
1800 129 431 (callers in Australia) or +61 2 8280 7731 (callers outside Australia) between 8.30am and 5.30pm (Sydney time) on
Business Days.
FIGURE 13 – Statements

based on documents announced by HDUF to the ASX

Document

Date announced to ASX

HDF – APA takeover offer recommended

21 August 2012

PPA does not improve HDF offer within matching period

20 August 2012

Pipeline Partners Australia increases all cash offer for HDF

15 August 2012

HDF responds to the revised APA takeover offer

10 August 2012

Target’s Statement – Pipeline Partners Australia’s Offer

3 August 2012

Bidder’s Statement from Pipeline Partners Aust. Pty Ltd

18 July 2012

HDF Update – PPA Proposal Received

10 July 2012

HDF Annual Results highlight strong growth from operations

24 February 2012

7.2	Consenting parties
Each of the parties named in Figure 14 below as consenting parties:
(1) has given and has not, before the date of this Fifth Supplementary Bidder’s Statement, withdrawn its written consent to be
named in this Fifth Supplementary Bidder’s Statement in the form and context in which it is named;
(2) has given and has not, before the date of this Fifth Supplementary Bidder’s Statement, withdrawn its written consent to the
inclusion of their respective statements and reports (where applicable) noted next to their names below, and the references to
those statements and reports in the form and context in which they are included in this Fifth Supplementary Bidder’s Statement;
(3) does not make, or purport to make, any statement in this Fifth Supplementary Bidder’s Statement other than those statements
referred to below in respect of that party’s name (and consented to by that party); and
(4) to the maximum extent permitted by law, expressly disclaims and takes no responsibility for any statements in or omissions from
this Fifth Supplementary Bidder’s Statement.
FIGURE 14 – Consenting

parties

Role

Statement

King & Wood Mallesons

Role as legal adviser

PricewaterhouseCoopers

Report of PricewaterhouseCoopers included in section 6

Macquarie

Role as financial adviser

Investigating Accountant

Role as Investigating Accountant, in relation to the Investigation Accountants’ Report and any
statements based on that report, and references to the audited financials of the APA Group

Link Market Services

Role as registry

Pacific Custodians Pty Ltd

Role as Collection Agent

APA Responsible Entity

Statements made by it, or statements based on statements made by it, in this Fifth
Supplementary Bidder’s Statement in the form and context in which they appear
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8.	Update to
ASX announcements

Since the date of the Bidder’s Statement (being 15 December 2011) the following announcements in relation to APA Group have been
made to the ASX and Schedule 1 of the Bidder’s Statement is updated accordingly.
The content of these announcements is available via the ASX website (www.asx.com.au).
Date

Title

24/08/2012

APA Group subordinated notes information

22/08/2012

Fourth Supplementary Bidder’s Statement for HDF

22/08/2012

Final distribution information

22/08/2012

2012 Full Year Results Presentation

22/08/2012

2012 Full Year Media Release

22/08/2012

2012 Full Year Results – APP 4E

21/08/2012

HDF – APA takeover offer recommended

20/08/2012

PPA does not improve HDF offer within matching period

17/08/2012

Offer now open for APA Group Subordinated Notes

17/08/2012

APA announces a further cash increase in its offer for HDF

16/08/2012

APA allocates $475 million Notes at a margin of 4.50%

15/08/2012

Pipeline Partners Australia increases all cash offer for HDF

10/08/2012

HDF: HDF responds to the revised APA takeover offer

09/08/2012

Appendix 3B

09/08/2012

HDF: APA announces increased offer for HDF

09/08/2012

APA Group Subordinated Notes Prospectus

09/08/2012

APA to raise $350 million through ASX-listed notes

09/08/2012

APA increases its offer for HDF

06/08/2012

APA commences due diligence on HDF

06/08/2012

HDF: HDF grants APA due diligence

03/08/2012

HDF releases its Target’s Statement in response to Pipeline

03/08/2012

HDF: Target’s Statement-Pipeline Partners Australia’s Offer

02/08/2012

APA notes media reports

26/07/2012

HDF: responds to APA announcement

25/07/2012

HDF: notes APA announcement

25/07/2012

Intention to increase APA’s takeover offer for HDF

23/07/2012

HDF provides an update on corporate activity

20/07/2012

Notice of new date for giving status of defeating conditions

20/07/2012

Notice of waiver of offer condition

20/07/2012

Notice of extension of offer period

20/07/2012

HDF: Update ACCC decision & AFIC T/O Panel application

19/07/2012

APA Group welcomes ACCC Announcement

19/07/2012

ACCC to not oppose acq. by APA of HDF subject to divestiture

13/07/2012

HDF: response to AFIC correspondence

13/07/2012

APA notes Fourth Supplementary Target's Statement by HDF

02/07/2012

HDF: HDF update

22/06/2012

APA issues C$300 million (A$289.5 million) Medium Term Notes

19/06/2012

APA estimated final distribution for FY2012
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8.	Update to ASX announcements continued

Date

Title

15/06/2012

Presentation Growth over the long term

13/06/2012

HDF: notes ACCC decision date extended to 19 July 2012

15/05/2012

Notice concerning offer conditions for HDF

15/05/2012

Notice of variation extending offer period for HDF

15/05/2012

Notice of waiver of offer condition for HDF

15/05/2012

APA extends HDF takeover offer period

11/05/2012

HDF notes the ACCC’s market inquiries

11/05/2012

APA notes ACCC’s market inquiry on new undertakings package

02/05/2012

Presentation – Growth over the long term

23/04/2012

HDF: Supplementary Target’s Statement, Santos Agreement

20/04/2012

HDF: Investors advised to take no action

19/04/2012

Notice concerning offer conditions for HDF

19/04/2012

Notice of variation extending offer period for HDF

17/04/2012

APA Group organisational structure changes and appointments

30/03/2012

APA Group response to ACCC Statement of Issues

30/03/2012

AXX: ACCC calls for comment on APA’s proposed acquisition

22/03/2012

HDF: Investors advised to take no action re unchanged bid

19/03/2012

Notice concerning offer conditions

19/03/2012

Notice of variation extending offer period

22/02/2012

Third Supplementary Bidder’s Statement for HDF

22/02/2012

Interim Distribution Information

22/02/2012

Interim Results Presentation

22/02/2012

Interim Results Media Release

22/02/2012

Interim Financial Reports

31/01/2012

Second Supplementary Bidder’s Statement for HDF

24/01/2012

APA issues JPY10 billion (A$126 million) Medium Term Notes

23/01/2012

APA Goldfields Gas Pipeline – further capacity expansions

20/01/2012

HDF: Target’s Statement Media Release

20/01/2012

HDF: Target’s Statement Presentation

20/01/2012

HDF: Targets Statement

09/01/2012

HDF: Letter advising investors to take no action re offer

06/01/2012

TOV: HDF – Panel Declines to Make a Declaration

06/01/2012

HDF performance fee highlights need for new ownership

05/01/2012

HDF: ASIC grants extension to lodge target’s statement

03/01/2012

Despatch of Bidder’s Statement completed

03/01/2012

First Supplementary Bidder’s Statement

30/12/2011

Hastings Diversified Utilities Fund – Supplementary Disclosure

23/12/2011

TOV: Hastings Diversified Utilities Fund – Panel Application

22/12/2011

HDF: Letter to securityholders regarding APA Groups offer

22/12/2011

APA Expanding capacity of the Goldfields Gas Pipeline

16/12/2011

Notice of register date for sending the Bidder’s Statement

16/12/2011

Completion of the sale of 80% of Allgas
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9. Glossary

9.1 Definitions
Other than the terms defined below, and unless the context requires otherwise, defined terms in the Bidder’s Statement have the
same meaning in this Fifth Supplementary Bidder’s Statement.
90% Offer

$0.80 in cash and 0.390 APA Stapled Securities for each HDUF Stapled Security if APA Group
becomes entitled to proceed to compulsory acquisition.

ACCC Undertaking

An undertaking given to the ACCC by APA Group under which APA Group has undertaken to divest
the MAPS Business.

Collection Agent

Pacific Custodians Pty Ltd.

FY2013

The financial year to 30 June 2013.

HDUF Epic Group

Epic Energy Holdings Pty Limited tax consolidated group.

HY2012

The six months ended 31 December 2011.

Investigating Accountants’
Report

The report of the Investigating Accountant as to the historical and pro forma historical information
presented in this Fifth Supplementary Bidder’s Statement, as set out in Annexure B.
This new definition of Investigating Accountants’ Report in this Fifth Supplementary Bidder’s
Statement replaces the definition of all references to Investigating Accountants’ Report in the
Bidder’s Statement.

MAPS Business

The Moomba to Adelaide Pipeline System business.

Minimum Offer

$0.72 cash and 0.390 APA Stapled Securities for each HDUF Stapled Security.

Offer Consideration

$0.72 cash and 0.390 APA Stapled Securities for each HDUF Stapled Security, subject to possible
adjustments as set out in section 9.2.1 of the Bidder’s Statement, unless you are a Foreign
Securityholder.
Foreign Securityholders will not be entitled to receive APA Stapled Securities. Instead, the APA
Stapled Securities to which they would otherwise be entitled will be sold by the Nominee and the
net proceeds paid to them. See section 9.5.3 of the Bidder’s Statement for further information.
APA Group has announced that it will increase the Offer Consideration to $0.80 in cash and 0.390
APA Stapled Securities for each HDUF Stapled Security if it becomes entitled to proceed to
compulsory acquisition.
This new definition of Offer Consideration in this Fifth Supplementary Bidder’s Statement replaces
the definition of all references to Offer Consideration in the Bidder’s Statement.

Pipeline Partners Australia

Pipeline Partners Australia Pty Ltd.

Subordinated Notes

Notes offered by APA Group with terms and conditions set out in a prospectus dated 9 August
2012 (as supplemented or replaced).

Subordinated Notes Offer

The offer of Subordinated Notes for issue to investors announced on 9 August 2012.
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10. Authorisation

This copy of the Fifth Supplementary Bidder’s Statement that is to be lodged with ASIC has been approved by a
unanimous resolution passed by the Board of directors of the Bidder.
Signed by Michael McCormack for and on behalf of the Bidder in accordance with section 351 of the Corporations Act.

Michael McCormack
Director
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Annexure A –
Notice of Variation
– Increase of Offer Consideration
APT PIPELINES LIMITED (ABN 89 009 666 700) (A COMPANY WHOLLY OWNED
BY AUSTRALIAN PIPELINE TRUST (ARSN 091 678 778)) (“BIDDER”)
NOTICE OF VARIATION – INCREASE OF OFFER CONSIDERATION
TO:		Hastings Funds Management Limited (ABN 27 058 693 388) in its capacity
as responsible entity of the Hastings Diversified Utilities Fund (“HDUF”)
		 Australian Securities and Investments Commission (“ASIC”)
		 ASX Limited (“ASX”)
		 Each person to whom an Offer was made
The Bidder gives notice under section 650D of the Corporations Act that its Offer for all of the HDUF Stapled Securities contained in
its bidder’s statement dated 15 December 2011 (as supplemented) (“Bidder’s Statement”) is varied as follows:
(a)		by increasing the Offer Consideration under the Offer to $0.72 cash and 0.390 APA Stapled Securities for each HDUF Stapled
Security; and
(b)		the increased Offer Consideration will be reduced by all future HDUF distributions declared, paid or made after 8 August 2012
but not reduced for any HDUF distributions previously paid since the Offer was announced on 14 December 2011.
All references in the Bidder’s Statement and Acceptance Form when referring to the Offer Consideration are replaced with
references to $0.72 cash and 0.390 APA Stapled Securities for each HDUF Stapled Security.
HDUF Securityholders who have accepted the Offer do not need to do anything in order to receive the increased Offer Consideration
(when that consideration becomes payable). HDUF Securityholders who have withdrawn their acceptance for the APA Offer will
need to complete and lodge a further Acceptance Form in order to accept the Offer and obtain the increased Offer Consideration
(when that consideration becomes payable).
The Offer was previously varied by notices under section 650D(1) of the Corporations Act dated 19 March 2012, 19 April 2012,
15 May 2012, 20 July 2012 and 27 August 2012.
All HDUF Securityholders will receive a notice informing them of the varied Offer. Unless the context requires otherwise, defined
terms in the Bidder’s Statement have the same meaning in this notice.
A copy of this notice was lodged with ASIC on 27 August 2012. ASIC takes no responsibility for the contents of this notice.
This notice is dated 27 August 2012.
Signed on behalf of APT Pipelines Limited (ABN 89 009 666 700).

Robert Wright
Director

Michael McCormack
Director
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Annexure B –
Investigating Accountants’ Report

Deloitte Touche Tohmatsu
ABN 74 490 121 060
Grosvenor Place
225 George Street
Sydney NSW 2000
PO Box N250 Grosvenor Place
Sydney NSW 1217 Australia
DX 10307SSE
Tel: +61 (0) 2 9322 7000
Fax: +61 (0) 2 9322 7001
www.deloitte.com.au

The Directors
APT Pipelines Limited
HSBC Building
Level 19, 580 George Street
Sydney NSW 2000
27 August 2012
Dear Directors
INVESTIGATING ACCOUNTANTS’ REPORT ON PRO FORMA HISTORICAL FINANCIAL INFORMATION
Introduction
Deloitte Touche Tohmatsu (“Deloitte”) has been engaged by the Directors of APT Pipelines Limited (“Bidder” or “the Company”) to
prepare this Investigating Accountants’ Report (“Report”) for inclusion in the Fifth Supplementary Bidder’s Statement (“Bidder’s
Statement”) to be issued by the Bidder in respect of the proposed acquisition of the stapled securities in Hastings Diversified
Utilities Fund (“HDUF”) (the “Offer”).
Unless otherwise defined in this report, terms used in this report have the meanings given to them in the Glossary of the Bidder’s
Statement.
Pro Forma Historical Financial Information
Deloitte has been requested to prepare a report in relation to the following pro forma historical financial information, as set out in
Sections 5.2, 5.3 and 5.4 of the Bidder’s Statement:
a)
APA Group Pro Forma Historical Financial Information
• the pro forma historical consolidated income statements of APA Group for the six months ended 31 December 2011 and the years
ended 30 June 2011 and 30 June 2010;
• the pro forma historical consolidated balance sheet of APA Group as at 31 December 2011;
• the pro forma historical consolidated cash flow statements of APA Group for the six months ended 31 December 2011 and the
years ended 30 June 2011 and 30 June 2010;
• relevant notes to the above pro forma historical financial information of APA Group; and
• the pro forma adjustments and the assumptions on which they are based as described in the Bidder’s Statement,
as contained in Section 5.2 of the Bidder’s Statement, together the “APA Group Pro Forma Historical Financial Information”.
The APA Group Pro Forma Historical Financial Information has been derived from the reviewed financial statements of the
APA Group for the six months ended 31 December 2011 and the audited financial statements of the APA Group for the years ended
30 June 2011 and 30 June 2010, which were reviewed or audited by Deloitte. The review and audit reports issued by Deloitte to the
unitholders of the APA Group relating to those financial statements were unqualified.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms,
each of which is a legally separate and independent entity. Please see www.deloitte.com/au/about for a detailed description of the legal structure of
Deloitte Touche Tohmatsu Limited and its member firms.
Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Touche Tohmatsu Limited.
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b)	HDUF Group Pro Forma Historical Financial Information
• the pro forma historical consolidated income statements of HDUF Group for the six months ended 31 December 2011 and the
years ended 30 June 2011 and 30 June 2010;
• the pro forma historical consolidated balance sheet of HDUF Group as at 31 December 2011;
• the pro forma historical consolidated cash flow statements of HDUF Group for the six months ended 31 December 2011 and the
years ended 30 June 2011 and 30 June 2010;
• relevant notes to the above pro forma historical financial information of HDUF Group; and
• the pro forma adjustments and the assumptions on which they are based as described in the Bidder’s Statement.
as contained in Section 5.3 of the Bidder’s Statement, together the “HDUF Group Pro Forma Historical Financial Information”.
The HDUF Group Pro forma Historical Financial Information has been derived from the publicly available audited financial statements
of the HDUF Group for the years ended 31 December 2011, 31 December 2010 and 31 December 2009 and the publicly available
reviewed financial statements for the six months ended 30 June 2011, 30 June 2010 and 30 June 2009, which were audited and
reviewed respectively by PwC. The audit and review reports issued by PwC to the unitholders of the HDUF Group relating to those
financial statements were unqualified.
c)	Combined Group Pro forma Historical Financial Information
• the pro forma unaudited consolidated income statements of the Combined Group for the six months ended 31 December 2011 and
the years ended 30 June 2011 and 30 June 2010;
• the pro forma unaudited consolidated balance sheet of the Combined Group as at 31 December 2011;
• the pro forma unaudited consolidated cash flow statements of the Combined Group for the six months ended 31 December 2011
and the years ended 30 June 2011 and 30 June 2010;
• relevant notes to the above pro forma historical financial information of the Combined Group; and
• the pro forma adjustments and the assumptions on which they are based as described in the Bidder’s Statement.
as contained in Sections 5.4 of the Bidder’s Statement, together the “Combined Group Pro Forma Historical Financial Information”.
The Combined Group Pro forma Historical Financial Information has been derived from the APA Group Pro Forma Historical Financial
Information and the HDUF Group Pro Forma Historical Financial Information, after reflecting the pro forma adjustments described in
Section 5.4 of the Bidder’s Statement.
The APA Group Pro Forma Historical Financial Information, the HDUF Group Pro Forma Historical Financial Information and the
Combined Group Pro Forma Historical Financial Information (together the “Pro forma Historical Financial Information”) is presented
in an abbreviated form insofar as it does not include all of the disclosures required by AIFRS applicable to annual financial reports
prepared in accordance with the Corporations Act 2001.
The Directors of the Bidder are responsible for the preparation and presentation of the Pro Forma Historical Financial Information,
including the APA Group Pro Forma Historical Financial Information, the HDUF Group Pro Forma Historical Financial Information and
the Combined Group Pro Forma Historical Financial Information including the determination of the pro forma adjustments and the
assumptions on which they have been based.
Scope
We have reviewed the Pro Forma Historical Financial Information in order to report whether anything has come to our attention
which causes us to believe that the Pro Forma Historical Financial Information set out in the Bidder’s Statement in Sections 5.2, 5.3
and 5.4, is not presented fairly in accordance with the basis of preparation as described in Sections 5.2, 5.3 and 5.4 of the Bidder’s
Statement.
Our review has been conducted in accordance with Australian Standard on Review Engagements (ASRE) 2405 “Review of Historical
Financial Information Other than a Financial Report”. We have made such enquiries and performed such procedures as we, in our
professional judgement, considered reasonable in the circumstances, including:
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• analytical procedures on the Pro Forma Historical Financial Information;
• a review of the extraction of the APA Group Pro forma Historical Financial Information and the HDUF Group Pro forma Historical
Financial Information from the reviewed and audited APA Group financial statements and the publicly available HDUF Group
financial statements respectively for the relevant periods, including a review of the preparation of the HDUF Group Pro forma
Historical Financial Information on a 31 December six month period end and 30 June year-end basis;
• a review of work papers, accounting records and other documents;
• a comparison of the accounting policies adopted by APA Group and HDUF Group as disclosed in the 30 June 2011 and 31
December 2011 respective financial statements;
• a review of the pro forma adjustments and the assumptions on which they are based as described in Sections 5.2, 5.3 and 5.4 of
the Bidder’s Statement; and
• enquiry of the directors and management of APA Group.
These procedures do not provide all the evidence that would be required in an audit, thus the level of assurance provided is less than
given in an audit. We have not performed an audit and, accordingly, we do not express an audit opinion on the Pro Forma Historical
Financial Information.
Review Statement
Based on our review, which is not an audit, nothing has come to our attention which causes us to believe that the Pro Forma
Historical Financial Information set out in the Bidder’s Statement in Sections 5.2, 5.3 and 5.4, is not presented fairly in accordance
with the basis of preparation as described in Sections 5.2, 5.3 and 5.4 of the Bidder’s Statement.
Subsequent Events
Apart from the matters dealt with in this Report, and having regard for the scope of our Report, nothing has come to our attention
that would cause us to believe that matters arising after 31 December 2011 would require comment on, or adjustments to, the
information contained in Sections 5.2, 5.3 and 5.4 of the Bidder’s Statement, or would cause such information to be misleading or
deceptive.
Independence and Disclosure of Interest
Deloitte Touche Tohmatsu does not have any interest in the outcome of the Offer other than the preparation of this Report and the
provision of other related services in relation to the Offer for which normal professional fees will be received. Deloitte Touche
Tohmatsu is the auditor of the APA Group.
Consent
Deloitte Touche Tohmatsu has consented to the inclusion of this Investigating Accountants’ Report in the Bidder’s Statement in the
form and context in which it is so included, but has not authorised the issue of the Bidder’s Statement. Accordingly, Deloitte Touche
Tohmatsu makes no representation regarding, and takes no responsibility for, any other documents or material in, or omissions from,
the Bidder’s Statement.
Yours faithfully,

DELOITTE TOUCHE TOHMATSU

G Couttas
Partner
Chartered Accountants
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ACCEPT
APA Group’s
increased
OFFER

AS unanimously recommended
by the independent directors of HDUF
in the absence of a superior proposal

The Offer will close at 7.00pm (Sydney time)
on 18 September 2012, unless further extended or withdrawn.

www.apa.com.au

