


IMPORTANT INFORMATION FOR INVESTORS

(The information in this section is required under the Securities Act 1978)

Investment decisions are very important. They often have long-term consequences. Read all documents
carefully. Ask questions. Seek advice before committing yourself.

Choosing an Investment
When deciding whether to invest, consider carefully the answers to the following questions that can be found
in this Offer Document on the pages noted below:

Page
What sort of investment is this? 32
Who is involved in providing it for Me? 32
How much do I pay? 33
W hat are the ChaT e 33
What returns Will I Qetr 33
W hat are MUY TIS RS 34
Can the investment be altered?> 37
How do I cash in my investmente 37
Who do I contact with enquiries about my investment? 37
Is there anyone to whom I can complain if I have problems with the investment? 37
What other information can I obtain about this investment? 38

In addition to the answers to these questions, important information can be found in other sections of this
Offer Document

Engaging an Investment Adviser

An investment adviser must give you a written statement that contains information about the adviser and his
or her ability to give advice. You are strongly encouraged to read that document and consider the information
in it when deciding whether or not to engage an adviser.

Tell the adviser what the purpose of your investment is. This is important because different investments are
suitable for different purposes, and carry different levels of risk.

The written statement should contain important information about the adviser, including:

e relevant experience and qualifications, and whether dispute resolution facilities are available to you; and
e what types of investments the adviser gives advice about; and

e whether the advice is limited to investments offered by 1 or more particular financial institutions; and

e information that may be relevant to the adviser’s character, including certain criminal convictions,
bankruptcy, any adverse findings by a court against the adviser in a professional capacity, and whether the
adviser has been expelled from, or prohibited from joining, a professional body; and

e any relationships likely to give rise to a conflict of interest.

The adviser must also tell you about fees and remuneration before giving you advice about an investment.
The information about fees and remuneration must include:

e the nature and level of the fees you will be charged for receiving the advice; and
e whether the adviser will or may receive a commission or other benefit from advising you.
An investment adviser commits an offence if he or she does not provide you with the information required.
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as No: 311055)

SHORT FORM PROSPECTUS AND
INVESTMENT STATEMENT
as at and dated 9 January 2009

(“Offer Document”)

For a renounceable offer to existing shareholders of one ordinary share for
every three ordinary shares held, up to a maximum of 114,010,309 shares, at a
price of NZ 10 cents each (“Offer”).

THIS DOCUMENT AND ITS SUBJECT MATTER ARE IMPORTANT. IF YOU ARE IN ANY DOUBT ABOUT HOW TO
DEAL WITH IT PLEASE CONSULT AN NZX FIRM OR OTHER QUALIFIED INVESTMENT OR LEGAL ADVISER.

A copy of this Offer Document, signed by or on behalf of the Directors of Wellington Drive
Technologies Limited (“the Company”) and having attached to it copies of the documents required
by section 41 of the Securities Act 1978 to be so attached (being the NZX acknowledgment pursuant
to Regulation 23 of the Securities Regulations 1983 and the forms authorising agents to sign the
Prospectus on behalf of certain Directors), has been delivered to the District Registrar of Companies
at Auckland for registration under section 42 of the Securities Act 1978.

If you have sold your shares in the Company please send this Offer Document and the enclosures to
the NZX Firm through which you made the sale. They will forward it to the new shareholder.

This Offer Document is intended for use only in connection with the Offer in New Zealand and
Australia and it is not to be sent or given to any person outside those countries in circumstances in

which the Offer, or the distribution of this Offer Document, would be unlawful.

No person mentioned in this Offer Document, nor any other person, guarantees the new ordinary
shares in the Company to be issued pursuant to this Offer.
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CHAIRMAN'S LETTER

Dear Shareholder

On behalf of the Board of Directors of Wellington Drive Technologies Limited (“Wellington™ or
“Company”), I offer you the opportunity to participate in a NZ$11.4 million capital raising.

Although the recent turmoil in financial markets places additional uncertainties on the near and
medium-term performance of the global economy, this is an exciting time for Wellington and
particularly for those shareholders, employees and directors that have supported the Company over
the last 10 years. The Company’s ongoing efforts to commercialise its technology appear to have
reached a tipping point.

In 2009 Wellington is budgeting to sell more than 1 million motors. 2009 revenue is expected to
grow by more than 150% to around NZ§40m.

I realise that achieving this level of sales growth will seem unlikely given the backdrop of the
emerging global recession. Let me explain why we are forecasting such a large revenue increase.

The largest contribution to Wellington’s expected sales growth in 2009 will come from the
Company’s ECR range of motors which is sold into the commercial refrigeration market —
specifically into supermarket freezers, bottle chillers and vending machines. The energy savings from
using high-efficiency motors are causing a switch from induction motors to the EC (Electronically
Commutated) motors that Wellington supplies. Hence overall demand for EC motors is expected to
hold up as EC motors become a greater percentage of the total. Encouragingly, Wellington
continues to enjoy considerable success selling EC motors.

Vendo de Mexico, which will be our largest customer in 2009, has recently re-confirmed its intention
to purchase 400,000 motors in that year, in line with our original agreement and despite the impact
of the economic slowdown.

Hill Phoenix, Wellington’s largest customer for ECR motors during 2008, has recently issued
substantially increased ovder levels for 2009, once again, despite the expected economic slowdown.

Wellington is also continuing to pursue several other significant ECR opportunities with potential to
result in orders during 2009, but which are not included in the Company’s current budget.

Most of the expected sales growth is from customers who are switching from induction motors to EC
motors. These customers may have reduced sales in 2009 but we expect them to continue to grow
purchases from Wellington.

The other crucial focus for the Company over the next year is cost reduction. Wellington’s efforts
over the last 18 months have been focused on launching the ECR92/82, bringing it into volume
production and then establishing the Company as a consistent, reliable high-volume—capable
supplier. Those goals have been reached. Engineering resource is now being more intensively focused
on reducing the manufacturing cost of common components across the entire ECR product range.
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Detailed plans to reduce the manufactured cost of the whole ECR range are being worked through
and the improved components will progressively enter production over the course of 2009.

In addition to product design changes to reduce direct costs, higher volumes aid efforts to obtain
better terms from suppliers, as additional throughput permits them to amortize their fixed costs over
greater numbers, as is the case with our own costs. This has the net effect of a reduction in costs per
unit and a notable margin improvement. In aggregate these cost reduction activities are expected to

result in improved gross margins for ECR motors, and for Wellington’s overall business, from the
second half of 2009.

Wellington’s projection for the second half of 2009 is for a much reduced loss of NZ3-2.9m and the
Company retains its target of achieving the breakeven point during that period.

For the next few years our growth will be driven by the advantages EC motors have over induction
motors, notably energy efficiency and flexibility. Longer term our competitive advantage relative to
other EC manufacturers will be based on lower materials costs and a simpler electronics platform.

The proceeds of this cash issue will be used by Wellington to invest in the working capital that will be
needed as sales expand, to fund the operating losses that are expected between now and the
Company achieving profitability, and to fund the Company’s capital expenditure requirements.

All Directors holding shares and all interests associated with Directors that hold shares have
indicated that they intend to take up their full entitlement to new shares under this Offer. None of
the Directors or their associated interests guarantees the new shares to be issued under this Offer.

The issue is not underwritten and it has an “over allotment” facility. Directors have not sought
underwriting, in order to save avoidable costs, and the over allotment facility allows shareholders to
apply for shares above their entitlement. Any initial shortfall in the issue, should there be one, will
be divided among those who apply for additional shares in direct proportion to the number of shares
held by them prior to the Record Date.

The Directors appreciate that Wellington’s shareholders have in many cases been supporting the
Company for a number of years as it has progressed its vision to bring about a disruptive change to
the global electric motor market. Despite the very difficult global economic conditions Wellington’s
vision is now closer than ever to being realised.

Yours faithfully

Rick Boven
Chaitrman
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DIRECTORS’ AND MANAGEMENT'S COMMENTARY

Overview

The results obtained over the past year, together with the orders on hand today, show that
Wellington’s efforts to commercialise its technology appear to have reached a ‘tipping point’.

The Company therefore expects and is planning on significant growth in sales revenues during
2009. Indicative orders that account for the greater part of the projected 2009 revenues have already
been obtained.

For 2009 Wellington is budgeting to sell more than 1 million motors; a considerable achievement
even by global electric motor market standards.

Growth in sales will be accompanied by improved gross margins from the second half of 2009 and
into 2010. Combined with tight control of overhead expenditure this profile is expected to deliver a
much reduced loss in the second half of 2009. Breakeven in the second half of 2009 remains the
Board’s and management’s target.

This improved performance has been made possible by the investments Wellington has made in the
last two years in the international field sales team, in manufacturing capacity, logistics, sales
support and in on-going product development.

Commercial Refrigeration

The stand-out performance enabling Wellington’s substantial increase in sales is the Commercial
Refrigeration business which supplies motors, fans and related accessories for use in supermarket
and convenience store chilled display equipment.

This business received a significant boost this year through the positive market acceptance of the
new ECR92 (United States) and ECR82 (Europe and Asia) electricity-saving fan motors which were
launched in late 2007. The ECR82 and 92 motors are the result of more than seven years of
development effort on previous ECR and other motors. The crucial safety approval from
Underwriters’ Laboratories (“UL” (USA)) was received in March 2008, enabling sales in North
America and clearing the way for production to start at full scale. Inspection and certification of one
ECR92 manufacturing plant was completed by UL in June 2008, permitting the coveted “UL” mark
to be applied to products and actual deliveries for end use in North America to begin.

The importance of obtaining these approvals cannot be overstated. In the markets which we serve
they are a “gate” to sales (and in most cases, dates for deliveries cannot be seriously discussed until
approvals are in hand). Furthermore, new manufacturing plants also have to be inspected and
certified before deliveries can be made — and revenues earned

Obtaining the necessary approvals for the ECR92 motor and the factories that manufacture it took
longer than planned. The ECR82 and 92 product range is the first commercial realization of
Wellington’s proprietary low cost ‘Monsoon’ motor, controller and software architecture. As such it
was unfamiliar to the approval authorities and the full process required several months longer than
anticipated to complete in all respects. We do not expect that similar delays will affect future
product introductions.

These delays slowed revenue growth in 2008. However, shareholders should note that a principal
reason that revenues began to accelerate in the second half of the year is that the approvals have
been obtained; this supports our confidence for 2009.
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The ECR82 and 92 products have several features that are particularly attractive to end customers
including stable speed performance, small physical size, and low weight, in addition to reduced
electricity consumption. ECR92 motors have also performed better than competitors’ products in
customers’ life tests and field trials. These performances are important in securing customer
confidence, an obvious prerequisite to sales, in the conservative markets we address.

ECR motors are in service with companies of global stature including Wal-Mart, Coca-Cola, Tesco,
Coles, Aldi and others. The performance and availability of the ECR92 was a crucial factor behind
Wellington winning the 400,000 unit per annum indicative order from Vendo de Mexico (‘Vendo’).
To our knowledge this remains the largest single order for electricity-saving motors within the
commercial refrigeration sector. Vendo is amongst the largest consumers of commercial
refrigeration motors worldwide, accounting in total for approximately 1-2% of world demand (by
Wellington’s estimates, not independently verified). Vendo is respected within the industry for the
quality of their products and the robustness of their product engineering. Obtaining this landmark
order from Vendo is the end result of more than four years of discussions, laboratory trials, life tests,
field trials and negotiations.

European versions of all our ECR motors (ECR80, 81 and 82) have the ‘CE’ approval legally
required for sales in Europe. However, several major prospective customers, and all the distributors
we are beginning to work with for ECR sales in Europe, have asked also that the ‘VDE’ quality mark
be obtained for these products. The ECR80 motor attained VDE approval in December 2008 and the
VDE approval for the ECR82 motor is expected during the first quarter of 2009.

All our ECR products have been well received by European customers and a good level of sales has
been achieved already. We expect that VDE approval will help lift European volumes substantially
in 2009, although the volume uplift will be coming off a lower base than is established in North
America today.

Central Ventilation and Air Conditioning

Wellington’s ‘DD’ class of motors is expected to provide solid growth in 2009, from both expanded
business with existing customers and as a result of growth in sales under the Company’s OEM
contract announced in January 2008. These motors, together with their related controls, software
and a comprehensive range of associated fans, are used most often in high performance central
ventilation (including heat recovery ventilators) and other air conditioning systems for the
European market. The Company has been supplying substantial volumes of motors to J.E Stork Air
(The Netherlands) since the second half of 2005. Their business with us has grown steadily and we
expect growth to continue in 2009. Smaller volumes are supplied to other European companies,
including Vent-Axia Ltd (United Kingdom) and P Lemmens Air Movement Company (Belgium).

Generally speaking, individual customer volumes are smaller in this market than for commercial
refrigeration, and the number of customers who have to be covered is commensurately larger. Hence
the sales overhead required is also larger and working via a strong distribution partner is the more
efficient and cost effective strategy. Consequently, the design, manufacturing and distribution
agreement that we announced in January 2008 involves a range of products within this motor
category that has been tailored to meet the requirements of a distribution-oriented market
extending the number of customers that can quickly adopt Wellington technology.

Although the name of our OEM contract partner remains confidential under the terms of our
agreement with them, the first products in the range were launched at an exhibition in Milan in
March 2008 and others were exhibited at a trade show in Nuremburg in October 2008. Production of
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the first of these products has begun at Wellington’s Singapore facility with small volumes shipped
in the last months of 2008; all the products in the range are expected to be introduced by June 2009.
Solid growth is expected in 2009 and growth is expected to continue over the next few years.

In October 2008 agreement was also reached for Wellington to produce a range of commercial
refrigeration motors, based on our ECR products, labeled with the above customer’s brand. This
helps with economies of scale across our entire range of products and extends our distribution reach
for commercial refrigerator products as well.

Total Integration

As has been described in earlier reports to shareholders, Total Integration is Wellington’s branding
for its service offering for the design and development of motors, electronics and software that are
designed to be integral parts of the appliance that they drive. Total Integration is intended to help
appliance manufacturers reduce costs, improve performance (including reduced electricity
consumption) and enhance the overall design of the target end product. There is a long pipeline of
Total Integration work available for us when we have the capacity to accept it.

Wellington currently has five Total Integration projects underway. One of these, the OEM
relationship for the supply of ‘DD’ class motors is covered in the Central Ventilation and
Airconditioning sections of this Prospectus. The other four Total Integration projects all relate to
appliance products.

Each of the appliance Total Integration projects is for motor volumes in the several millions of units
a year. The sole publicly disclosed customer is Panasonic Refrigeration Devices Singapore, a
manufacturer of refrigeration compressors and part of the Matsushita organization.

Wellington’s four appliance product Total Integration projects are at different stages and are
demonstrating different levels of commercial promise.

e One project has expanded beyond its initial scope and now incorporates an initial product
that is seen as the first stage to a more significant project. This initial product represents a
significant commercial opportunity for Wellington in itself, although the higher-volume
items that it leads to are the principal objective for us. The product is entering its final
design stages now. Commercial terms are expected to be negotiated in the first half of 2009.
The current program track would see volume production begin in the final quarter of 2009.

e Another project has also expanded into two separate motor designs — one for a product that
is expected to sell approximately 100,000 units per annum and the other for very high
volume (potentially up to 10 million units per annum). Proof of concept design has been
completed for the low volume product and is underway for the high volume design. The
customer recognizes that delivering 100,000 units annually is entirely within Wellington’s
current capability, and we believe they are planning to use our performance on this small
contract as a test of our capabilities, before formally engaging us to deliver to their larger
requirements. Commercial discussions on the terms for introducing these products to the
market have begun. Wellington is also discussing a broader commercial agreement with this
customer covering its current and future motor technology.
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e The other two projects have reached the stage where preparations for full production need to
be put in train and the final commercial details agreed for production by Wellington to start.
The ongoing success of the ECR business, and our desire to focus our resources on
developing it further, means Wellington is only proceeding with specific Total Integration
projects if the financial terms are clearly favorable to us near term. This has made
agreement on these two projects difficult to reach. As a result it is possible that neither of
these projects will proceed to the next step of the commercialisation process although, at this
point, negotiations on both projects have yet to be finally terminated.

Wellington remains convinced that its Total Integration offering is a substantial competitive
advantage and that it will ultimately be the source of the bulk of the Company’s revenues and
profits. The current success being achieved with our Standard Products business is building a
foundation that is supportive of successful Total Integration projects over the medium term.

Current Market Conditions

While the global economy is expected to be weak in 2009, Wellington is looking forward to a
significant lift in revenues. Details of this are set out in the Prospective Financial Information
section immediately following. Despite this relatively positive outlook, the Company has operated
cautiously for some time.

From the second quarter of 2008 the Company headcount expansion rate was reduced. Several
significant initiatives were begun to reduce overheads, while at the same time preserving the
Company’s overall operating capability. This focus on costs has intensified in recent months as the
full extent of financial turmoil worldwide has begun to take shape. Examples of specific initiatives
include the closure of the Company’s UK and Italian offices in favour of distribution arrangements
and a shift of engineering resources to manufacturing cost-down projects on our ECR and DD lines.
The Company is also operating under an effective headcount freeze and is targeting tight control of
all operating expenses.
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PROSPECTIVE FINANCIAL INFORMATION

Introduction and Basis of Preparation

The prospective financial information included in this section is the consolidated position of the
Company and its subsidiaries and includes a prospective consolidated balance sheet, a prospective
consolidated income statement, a prospective consolidated statement of changes in equity and a
prospective consolidated statement of cash flows. Also included are assumptions for the prospective
financial information.

The prospective financial information covers the best information available and is based on the 2009
Operating Plan of the Company, including the assumptions detailed later in this section.

The Board expects actual results will vary from the prospective financial information results due to
the non-occurrence of anticipated events or alternatively events occurring that were not anticipated,
and the variations may be material. Furthermore, various risk factors and the management of those
risks (see page 36-38 “What are my Risks?”) may influence the success of the Company’s business.

The prospective financial information was prepared and authorised by the Directors as at 6 January
2009 for use in this document. Actual results to 31 October 2008 have been included in this
prospective financial information.

A description of the Company’s operations and activities is contained on pages 3-25 of this Offer
Document.

The prospective financial information has been prepared for the purposes of this Offer Document.
There is no present intention to update the prospective financial information. The information may
not be appropriate for purposes other than for use in this document. The Company will report
actual financial results against prospective financial information in accordance with Financial
Reporting Standards and the Securities Regulations 1983.
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WELLINGTON DRIVE TECHNOLOGIES LIMITED

Prospective Consolidated Income Statements

Reported Prospective Prospective Prospective Prospective Prospective
6 months 6 months 12 months 6 months 6 months 12 months
ended ended ended ended ended ended
30Jun2008  31Dec2008  31Dec2008  30Jun2009  31Dec2009 31 Dec 2009
$000s $000s $000s $000s $000s $000s
Revenue 6,538 8,260 14,798 15,572 24,451 40,023
Cost of sales (5,746) (8,352) (14,098) (13,874) (18,844) (32,718)
Gross profit 792 (92) 700 1,699 5,607 7,305
Other income 804 1,891 2,696 - - -
Employee costs (3,182) (4,339) (7,522) (4,478) (4,500) (8,978)
Other operating expenses (2,346) (2,829) (5,175) (2,825) (2,628) (5,453)
Earnings before Interest, Taxation, Depreciation &
Amortisation (EBITDA) (3,932) (5,369) (9,301) (5,604) (1,521) (7,126)
Depreciation & amortisation (821) (1,282) (2,103) (1,238) (1,325) (2,562)
Earnings before Interest & Taxation (EBIT) (4,753) (6,651) (11,404) (6,842) (2,846) (9,688)
Finance income 384 293 677 151 63 214
Finance expenses (63) (175) (238) (80) (115) (195)
Loss before income tax (4,432) (6,533) (10,965) (6,771) (2,898) (9,669)
Income tax expense - - - - - -
Loss attributable to equity holders for the period ($4,432) ($6,533)  ($10,965) ($6,771) ($2,898) ($9,669)
Prospective Consolidated Statements of Changes in Equity
Reported Prospective Prospective Prospective
6 months 12 months 6 months 12 months
ended ended ended ended
30Jun2008  31Dec2008  30Jun2009 31 Dec 2009
$000s $000s $000s $000s
Equity af beginning of period 17,626 25,934 19,624 24,334
Net loss for period (4,432) (6,533) (6,771) (2,898)
Movement in Reserves 17 223 180 181
Total recognised income and expense for period (4,415) (6,310) (6,591) (2,717)
Contributions of equity 12,865 - 11,401 -
Costs related to issues of new equity (142) - (100) -
Equity af end of period $25,934 $19,624 $24,334 $21,617
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WELLINGTON DRIVE TECHNOLOGIES LIMITED

Prospective Consolidated Balance Sheets

Reported Prospective Prospective Prospective
as at as at as at as at
30Jun 2008  31Dec2008  30Jun2009 31 Dec 2009
$000s $000s $000s $000s

CURRENT ASSETS

Cash and cash equivalents 15,529 4,053 7,731 2,256

Trade and other receivables 3,978 7,237 10,218 13,792

Inventories 4,095 6,870 8,045 10,469

Total current assets 23,602 18,160 25,994 26,517
NON CURRENT ASSETS

Property, plant & equipment 2,753 2,611 2,912 2,550

Intangible assets 2,938 3,040 2,892 2,745

Total non current assets 5,691 5,651 5,804 5,295
Total assets 29,293 23,811 31,798 31,812
CURRENT LIABILITIES

Trade and other payables 1,826 1,956 4,357 5,916

Bank finance facilities (secured) 1,101 1,793 2,694 3,893

Provisions 163 193 193 193

Current portion of lease liability 54 52 54 57

Total current liabilities 3,144 3,994 7,298 10,059
NON CURRENT LIABILITIES

Lease liability 215 193 166 136

Total liabilities 3,359 4,187 7,464 10,195
Net assets $25,934 $19,624 $24,334 $21,617
EQUITY

Contributed equity 68,525 68,525 79,826 79,826

Accumulated losses (42,737) (49,269) (56,040) (58,938)

Other reserves 146 368 548 729
Total equity $25,934 $19,624 $24,334 $21,617
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WELLINGTON DRIVE TECHNOLOGIES LIMITED

Prospective Consolidated Statements of Cash Flows

Reported Prospective Prospective Prospective Prospective Prospective
6 months 6 months 12 months 6 months 6 months 12 months
ended ended ended ended ended ended
30Jun2008 31Dec2008 31Dec2008 30Jun2009  31Dec2009 31 Dec 2009
$000s $000s $000s $000s $000s $000s
Cash flows from operating activities
Receipts from customers 6,996 6,070 13,066 13,466 22,051 35,517
exclusive of GST
Payments to suppliers and
employees exclusive of GST (11,142) (16,646) (27,788) (19,949) (26,839) (46,788)
Net GST (paid)/received 15 - 15 - - -
Interest received 384 293 677 151 63 214
Interest paid (63) (175) (238) (80) (115) (195)
Net cash outflow from operating (3.810)  (10458)  (14268)  (6412)  (4,840)  (11,252)
activities
Cash flows from investing activities
Payments for plant and
equipment (894) (520) (1,414) (961) (385) (1,346)
Payments for intangible assets (327) (498) (825) (250) (250) (500)
Net cash outflow from investing
activities (1,221) (1,018) (2,239) (1,211) (635) (1,846)
Cash flows from financing activities
Cash proceeds from share issues,
net of issue costs 12,723 - 12,723 11,301 - 11,301
Shareholder oversubscriptions - - - - - -
Net cash (outflow) / inflow from 12723 i 12.723 11.301 i 11.301
financing activities ’ ? ’ ?
Net (decrease) / increase in cash and
cash equivalents 7,692 (11,476) (3,784) 3,678 (5,475) (1,797)
Cash and cash equivalents at the
beginning of the financial period 7,837 15,529 7,837 4,053 7,731 4,053
Cash and cash equivalents at end of the period $15,529 $4,053 $4,053 $7,731 $2,256 $2,256
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10.

Underlying Assumptions

The prospective financial information covers the years ending 31 December 2008 and 31 December
2009 and is based on events and conditions existing at the date of this Offer Document. The
prospective financial information complies with the requirements of FRS-42 and is based on the
following:

General Assumptions

Reporting Entity

The prospective financial statements are for the economic entity comprising the Company and its
subsidiaries.

Economic Environment

In preparing the prospective financial information the Company has assumed that the global
macroeconomic environment does not deteriorate further. Revenue assumptions are discussed
specifically on page 13.

Legislative and Regulatory Environment

There will be no material change in the legislative or regulatory environments in which the
Company operates.

Industry Conditions

Though subject to the general economic environment, it is assumed there will be no material
changes to competitive activity, industry structure, general industry conditions or the employee and
independent contractor environments in the markets in which the Company operates.

Competitive Environment

There will be no material change to the competitive markets in which the Company operates, nor
any material change in competitor activity. No new entrants will materially change the competitive
environment.

Taxation
There will be no change to the New Zealand corporate tax rate of 30 percent or in the tax rate of our
major operational markets.

Technology
There will be no significant technical problems that would adversely affect the Company’s
development, engineering and manufacturing performance during the prospective period.

Key Personnel and Consultants
During the prospective period, all key personnel and consultants will remain in the employment of,
or be available to, the Company.

Key Customers and Suppliers
Existing contractual, business and operational relationships with key customers and suppliers are
assumed to continue throughout the periods covered by the prospective financial information.

Accounting Policies

The Company’s accounting policies will remain consistent throughout the periods covered by the
prospective financial information. The Company prepares its financial statements in accordance
with New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) and
other applicable Financial Reporting Standards as appropriate for profit orientated entities and as
such fully comply with International Financial Reporting Standards (IFRS). The offer document
assumes that there will be no material change in New Zealand GAAP or IFRS during this period.
The Company’s existing accounting policies are displayed in the historical interim financial
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statements for the period to 30 June 2008 contained in the “Historical Interim Financial
Statements” of this document.

Specific Assumptions
Subscribed Funds and Capital

The prospective financial information includes the following capital raising assumptions:
e The Company completes the proposed $11.4 million rights issue in February 2008
e The rights offered will be taken up in full.

Share issues will only be made in accordance with the relevant provisions of the Companies Act,
Securities Act 1978 and Listing Rules.

Revenue
The assumption for revenue in 2009 comprises;

e 75% of revenue from existing customers. These are customers who order in volume today
and have either provided indicative volumes and orders for 2009 or for whom the Company
has confidence in the estimations provided by its sales force. The prospective financial
information assumes 310,000 ECR motors will be sold to Vendo de Mexico during 2009.
However Vendo de Mexico has recently re-confirmed its intention to order 400,000 ECR
motors during 2009, despite the impact of the economic slowdown on its business.

o 25% of 2009 revenue is from customers who do not order in high volume with the Company
as at November 2008. All these customers are well known to the Company and at advanced
stages through the sales cycle.

The prospective financial information for 2009 assumes a similar level of billable engineering work
and royalty income as in 2008.

The prospective financial information includes timing assumptions around the uptake of
anticipated volume and this may vary to actual volumes achieved.

Price

The assumptions for motor pricing in 2009 are based on existing customer prices and assumes no
material changes during the period of the prospective financial information. These have been
estimated in USD and, as such, are exposed to exchange rate variances(see assumption 19 below).

Delivery

Delivery of the volume of sales projected in the prospective financial information assumes that the
Company’s current Asian-based manufacturing arrangements with third party manufacturers
remain in place.

Cost of Sales

The prospective financial information includes changes in the unit cost of sales over the period
covered. These have been estimated on current and anticipated negotiated unit prices from
subcontractors and expected manufacturing engineering improvements to the products. The
Company purchases most of its products in USD from its contract manufacturers, however the
underlying costs of these partners are driven in part by various factors, including

e Local costs in their local currencies — primarily RMB, MYR, SGD. Changes in these
currencies against the USD may lead to changes in unit price.

o Commodity prices. The prospective financial information implicitly assumes no material
changes in key commodity prices (copper, steel, aluminium), given that the prices of these
commodities materially influence the prices which the Company is charged by its suppliers.
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11.

12.

13.

e Electronics component prices and free supply. The prospective financial information
assumes no material change in the availability or price of electronics components.

e Consistent order volumes from the Company. The prospective financial information
assumes the Company is able to provide a consistent order flow for the contract
manufacturers to achieve cost efficient operations.

The main manufacturing contracts have been negotiated in November 2008 and the prospective
financial information assumes this pricing will continue during 2009.

Freight costs

The prospective financial information for 2008 includes $500,000 in freight costs above anticipated
levels due to air freighting motors to meet customer deadlines in 2008. It is assumed that these
abnormal costs will not be repeated during 2009 as new customer shipments stabilise within the
supply chain and the Company is able to supply customers from stocks held close to customers.

Duty and other costs

The prospective financial information for 2009 includes an increase in duty paid as shipment terms
on certain customers move from DDU (delivered duty unpaid) to DDP (delivered duty paid). This
may range from 2-4%. This will be recovered from customers through price increases.

Employee related expenses

Salaries and direct costs reflect the Company’s forecast headcount and expected average labour cost
inflation from 2008 to 2009. Increases in USD based costs in 2009 due to the addition of sales
people in the USA and Mexico over the course of the 2008 year have been included in the
prospective financial information at a USD exchange rate of 0.55.

Other operating expenses

Operating and administration costs for 2009 are based on the assumed run rate for Q4 2008.
Adjustments have been made to certain costs where it is anticipated that further resources will be
required to support projected growth in the business.

Capital Expenditure
The prospective financial information assumes the Company will continue to invest in capital items
at levels similar to 2008.

Depreciation, Amortisation and Intangible Assets

The capitalisation and amortisation assumptions for the prospective periods have been estimated on
current levels of activities. The Company is expecting to increase research and development
expenditure by $350,000 in 2009, net of grant income. It is not possible at this time to determine if
these costs will be able to be capitalised and therefore no capitalisation has been assumed.

Working Capital

The terms of payment in respect of creditors are assumed to improve from current terms based on
existing contracts and anticipated volumes going through the supply chain. Debtor terms are
assumed to remain similar to current terms. The prospective financial information includes an
increase in inventory levels as the Company’s supply chain grows with customer delivery
requirements.

Bad Debt

The prospective financial information assumes no change to the existing level of bad debt or any
increase in collectability of trading accounts. As customer concentration is high, bad debt
provisions are intended to cover smaller trading accounts. Refer to the section “What are my risks?’
on page 34 for further details.
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20.

21.

Financing Arrangements

The prospective financial information assumes no change to the existing financing arrangements
regarding trade credit and the secured overdraft facility in Turkey. Net movements in the trade
credit facility have been treated as receipts from customers for the Group cash flow.

Interest Received and Paid

Assuming the Issue is fully subscribed, the Company will have surplus funds. For the purpose of
this prospective financial information, it has been assumed that these surplus funds will return an
interest rate of 3.0 percent per annum on funds on deposit. The Company currently has overdraft
facilities in Turkey and pays market interest rates on these.

Employee Share Plans

The prospective financial information assumes no change to the existing share plans. As at
completion of the prospective financial information the non-cash costs of the replacement partly
paid scheme and the surrender of the initial employee share option plan have not been audited. The
prospective financial information assumes an annual non-cash cost of $360,000 for the new partly
paid scheme at current issued levels and assumes close out write off costs (non-cash) of $128,000 for
the surrender of the employee share option plan in 2008.

Income Tax

It has been assumed that the Company will not be in a tax paying position for the periods covered
by the prospective financial information, and that there will be no change in ownership continuity
of the Company.

Research and Development Tax Credit

The prospective financial information includes the benefit of $350,000 R&D Tax Credit in 2008 and
nil in 2009.

Exchange Rates

The financial information on international operations included in the consolidated prospective
financial information have been translated at the following exchange rates: USD/NZD 0.55 and
USD/EUR 1.25 for the remainder of 2008 and for all of the 2009 financial year.

Dividends

No dividends are planned for the period covered by the prospective financial information.

Risks
In addition, see the discussion of risks in the section “What are my risks?” on page 34.
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Sensitivity Analysis

The prospective financial information for the years ending 31 December 2008 and 31 December
2009 is sensitive to variations in certain assumptions used in its preparation. A summary of the
likely effect variations to certain assumptions may have on the prospective financial information is
detailed below. The sensitivities for each assumption are not intended to be indicative or predictive
of the possible range of outcomes but are best estimates based on current information.

Care should be taken in interpreting the information set out below. Each movement in an
assumption is treated in isolation from possible movements in other assumptions, which is not
likely to be the case. Movements in one assumption may have offsetting or compounding effects on
other variables, the impact of which is not reflected in the prospective financial information. In
addition, it is possible that more than one assumption may move at any point in time, giving rise to
cumulative effects, which is not reflected in the prospective financial information.

The factors that the Company believes have the most significant impact on projected financial
performance are the timing of volume increases, product margin improvement programmes,
exchange rates, labour costs and the timing of the introduction of the ECR cost out programme. The
levels of sensitivity shown in the tables below are, in the Company’s view, representative of the level
of variability of each of these factors.

Change in 2009
EBIT ($°000)

Sensitivity Analysis +ve -ve
10% change in volume of motor deliveries +674 (674)
1% change in product margin +389 (389)
change in NZD/USD exchange rate to 60c (-

ve) and 50c (+ve) (excludes +500 417)

revaluations)
5% change in total labour costs +397 (397)
3 month delay in ECR cost reduction

programme from September quarter to (685)

December quarter 2009 (refer page 19)

Outlook for 2010

Wellington has not prepared budgets for 2010. However, assuming some further growth in sales,
ongoing control of operating costs,that the Company achieves its targeted level of gross margin by
the end of 2009 and that any future capital requirements are met (see below), Wellington would
expect to operate profitably in 2010.

Future Capital Requirements

The proceeds of this cash issue will be used by Wellington to invest in the working capital that will
be needed as sales expand, to fund the operating losses that are expected between now and the
Company achieving profitability, and to fund the Company’s capital expenditure requirements.
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Wellington is building a business in a high-volume, global market. As has been described in
previous reports to shareholders, delivering the level of service and capability that global customers
require attracts a certain minimum overhead structure as a prerequisite to any sales of significance.
Our expansion has been measured and cautious given the need to increase fixed costs in advance of
capturing the level of business necessary to ultimately move the Company into profitability. We are
convinced that we now have the indicative orders, sufficiently developed prospects, and the
manufacturing, sales and sales support infrastructure required to support profitable trading without
substantial further expansion in overheads. The use of funds for working capital is a more positive
aspect of the Company’s operations, as it is a function of rapidly growing sales. As Wellington
establishes higher volume and stable production it is initiating a program to reduce working capital
requirements for a given level of sales. Wellington will also look to establish bank finance for
working capital, although success in this endeavor will require an easing in the currently tight credit
conditions. In the absence of bank financing it is likely that further equity capital will be needed to
fund further growth beyond 2009.

Future requirements for equity capital, beyond this issue, will depend on the Company’s success in
achieving operating profitability, the rate of sales growth and the impact of this on working capital,
and on Wellington’s success in accessing bank financing of its working capital needs.

At this stage it is Wellington’s intention that any future requirement for equity will be met by
introducing a cornerstone investor, probably US-based, with a ‘CleanTech’ focus. The Company
believes that the right investor would provide additional profile in the US and globally that would
assist in customer acceptance of both Standard Product and Total Integration offerings. Ideally,
this investor will also aid Wellington’s plans for rapid and sustained global growth beyond the next
two or three years. Wellington has initiated contact with potential investors, but discussions remain
at an early stage.
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AC induction motors are complex assemblies of precision-made steel and aluminum parts, windings
made from copper wire, and some plastic components. Modest selling prices are achieved due to the
many decades that have been devoted to technology and process development to optimize and refine
the large scale production of these complex designs. Conventional electric motors are sold as
commodities today, with a large number of vendors offering products that rarely have any degree of
differentiation from one another. On the contrary, process optimization has driven and supported a
comparatively small number of standardized motor formats, sizes and ratings, with little, if any,
latitude for flexibility. This standardization in turn forces motor driven products to have similar
behaviours and dimensional characteristics, stifling potential avenues for competitive advantage by
vendors of these products, such as appliance manufacturers.

EC motors are promoted and sold by other companies aside from Wellington. However, almost all
of these competing motors use conventional motor manufacturing techniques and therefore are
burdened with the same restrictions. Electronics are added to control the electrical currents flowing
in the copper windings and, in the most common designs, permanent magnets are added to the rotor
(the moving part of the motor). A variety of other arrangements are possible and in use. The
addition of electronics, and where applicable, magnets, to these conventional motors increases
manufacturing cost. Prices for EC motors have up to date been set at levels that restrict market
growth despite the evident demand for motors with improved efficiency performance. Given the
decades of development to date it is considered unlikely that further significant cost reductions can
be achieved with conventional motor manufacturing methods; EC motors produced in this way are
therefore likely to have long-term cost disadvantages.

The Wellington Difference — less materials

Wellington motors use permanent magnets, electronics, software, copper windings, plastics and a
small amount of steel to deliver the advantages of other EC motors, including high energy
efficiency. However, compared to most known conventional EC types Wellington designs are
constructed in a substantially different fashion, requiring much less steel than competing EC
designs and, for most of the motor sizes we target, less copper and less total material for the same
power rating and performance. Wellington motors use substantially less total material than the low
efficiency induction motors that are our main target. Less material usually means less cost when
production numbers are comparable. Wellington’s design allows physically smaller motors for the
same rating, an important advantage. In Wellington’s view its motors are also quieter and vibrate
less than most other known types, a view which is shared by a number of Wellington’s customers.
This is an important advantage for many appliances and the low vibration performance can also
lead to cost savings.

The picture below demonstrates the lower material content of a Wellington EC design, compared to
an equivalent induction motor.
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Wellington makes with the electromechanical components of the motor itself more than offset the
additional costs of the related electronics needed for the EC motor to operate. We believe this to be
the first time that this goal has been demonstrably achieved by any known motor Company,
although it has been sought by many. Wellington motors using these techniques are now in
production. Eventually this new design means that high efficiency Wellington EC motors could be
sold profitably at prices comparable to those for conventional low efficiency motors today, although
an enduring price premium is expected to be available, due to the better performances and other
features that EC motors offer. This is the critical technical and commercial achievement necessary
to enable a high volume market for EC motors and thus widespread use of electricity saving motors.

Environmental benefits of Wellington’s technology

Small electric motors, in aggregate, are large consumers of electricity due to the sheer numbers that
are in service. Today, in most developed countries, large motors are regulated to have high
efficiency; low efficiency designs are no longer permitted. Despite consuming more electricity in
aggregate, smaller motors are not yet so regulated, although we believe that regulations will follow
once a technology for achieving improved small motor efficiency proves its commercial viability
through widespread market success: we plan to be that technology.

Today, EC motors are most often chosen for products that run 24 hours per day, 7 days per week.
Continuous operation results in large aggregate electricity bills even for motors of modest size;
many ventilation and refrigeration products operate under these conditions. Over time, provided
that selling prices can be made competitive, most observers expect a large part of the total motor
market to change over to EC types, particularly if, as appears likely, electricity costs stay high.
Amongst the principal benefits of reduced electricity consumption through efficiency improvements
are the reduction in requirements for new electricity generation plants, potentially a reduction in
the total generation capacity needed, and an attendant reduction in CO2 emissions.

As the numbers of products in service increases over time, Wellington is enabling a significant
reduction in CO2 emissions by supplanting low efficiency motors that waste electricity. We have
been heartened by increasing levels of interest from the rapidly developing economies in India,
China and South America where the majority of electricity generation is from coal. Influencing the
consumption patterns in these economies has the greatest potential impact on CO2 emissions, as
they are free of a “legacy” of installed, inefficient products and appear (from the approaches made to
us) to be seriously considering “leapfrogging” inefficient appliance designs and moving more
directly to electricity-saving products.

Finally, Wellington motors also have less material input than current low efficiency induction
motors. Lower quantities of commodities are needed in the finished motor itself and as input to the
manufacturing process. The component count required for the electronic control is also lower than
for other known designs. The lower mass of materials that is associated with the motor therefore
means that less energy is required in transportation of materials and finished products. Together
with this benefit, the lower amounts of materials required — particularly less steel and aluminum —
means that Wellington motors are believed to have a lower “embodied energy content” (i.e.) less
energy is required for the production and distribution of our motors than for low efficiency designs.
In turn, this means that the “carbon intensity” of our motor production is more favourable than for
lower efficiency designs, meaning that we release less CO2 into the environment than for production
and distribution of low efficiency designs.
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TERMS OF THE OFFER

o The Offer is made by Wellington Drive Technologies Limited, which has its registered office at
16-22 Omega Street, North Harbour, Auckland 0632.

e The Company offers to existing shareholders with registered addresses in New Zealand or
Australia further ordinary shares (“new Shares”) in the Company in the ratio of one new Share
for every three ordinary shares in respect of which the existing holder is registered as holder in
the Company’s share register at 5.00pm on Friday 23 January 2009 (the “Record Date”),
fractional entitlements being disregarded. Your entitlement (“Rights”) is shown in the
ENTITLEMENT AND ACCEPTANCE FORM distributed with this Offer Document.

e The issue price to be paid for the new Shares being offered is NZ 10 cents per new Share payable
in full on application.

e The new Shares being offered are ordinary shares ranking for dividend and in all other respects
pari passu with the existing ordinary shares in the Company.

e The maximum number of new Shares being offered is 114,010,309 and the maximum amount
to be raised is NZ$11.4m.

e The Offer is renounceable and, as application has been made to New Zealand Exchange Limited
(“NZX”) to quote the Rights on the New Zealand stock exchange (“NZSX”), they are valuable.
The Rights are negotiable and if accepted for listing by NZX will be able to be traded on the
NZSX. If you wish to sell any of your Rights or purchase further Rights on this market you
should contact your sharebroker or any other NZX Firm. If listing is granted, trading in Rights
will commence on Monday 26 January 2009 and will cease at the close of business on Wednesday
25 February 2009.

¢ You may apply for more new Shares than your entitlement. If the total number of additional
new Shares applied for exceeds the available new Shares, applications will be scaled back based
on shareholdings on the Record Date, subject to the terms of the waiver granted by NZX to
permit the over allotment. If it is necessary to scale back applications for additional new Shares,
the excess payment will be refunded when FASTER statements are issued and will not bear
interest.

e Applications for new Shares must be made on the ENTITLEMENT AND ACCEPTANCE
FORM, which must be received by the Share Registrar, Computershare Investor Services
Limited, accompanied by payment in full at NZ 10 cents per new Share, not later than 5.00 pm
on Friday 27 February 2009 (the "Closing Time").

e Applications may also be lodged with any NZX Firm in sufficient time for the documents to be
forwarded to and received by Computershare Investor Services Limited not later than the
Closing Time.

e If valid applications for any Rights are not received by Computershare Investor Services
Limited by the Closing time, those Rights will lapse.
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e You should refer to the information set out in the section entitled “Action to be taken by
Shareholders” on pages 28 and 29 for detailed instructions on how to apply for your entitlement
to new Shares and any new Shares for which you wish to apply or to renounce all or any of your
Rights.

e If the Company receives both an acceptance by a shareholder and a renunciation in respect of
the same Rights, the renunciation will be given effect in priority to the acceptance.

o Allotments of new Shares issued pursuant to the Offer will be completed by Friday 6 March
2009, and FASTER statements will be issued and mailed as soon as practicable after allotment
and in any event not later than Friday 6 March 2009.

Shareholders outside New Zealand and Australia

This Offer is open only to shareholders with a registered address on the Record Date in New
Zealand or Australia. Wellington will endeavour to sell the Rights of those shareholders with a
registered address in any other country on their behalf, will hold any sale proceeds on trust and will
account to those shareholders for the net proceeds on a pro-rata basis.

Any person outside New Zealand or Australia who applies for new Shares through a New Zealand or
Australian resident nominee will be deemed to represent and warrant to the Company that the Offer
can be lawfully made to their nominee pursuant to this Offer Document. The Company accepts no
responsibility for determining whether a shareholder is able to participate in the Offer under laws
applicable outside New Zealand or Australia.
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ACTION TO BE TAKEN BY SHAREHOLDERS

Accompanying this Offer Document is an ENTITLEMENT AND ACCEPTANCE FORM with
which you may take the following action:

Accept your entitlement in full; or

Accept your entitlement in full and apply for additional new Shares; or
Accept part of your entitlement and sell the balance of your entitlement; or
Sell your entitlement in full; or

Do nothing.

If you do nothing, your Rights will lapse.

To accept your entitlement in full

Complete the enclosed ENTITLEMENT AND ACCEPTANCE FORM in accordance with the
instructions on that form.

Attach your cheque (or bank draft) made payable to Wellington Drive Technologies Limited
and crossed “Not Transferable” for the amount required to be paid at NZ 10 cents per new
Share.

Forward your completed ENTITLEMENT AND ACCEPTANCE FORM and your cheque (or
bank draft) to:

Computershare Investor Services Limited
Level 2, 159 Hurstmere Road,

Private Bag 92-119

AUCKLAND 1030

in sufficient time to be received not later than the Closing Time, or to any NZX Firm in
sufficient time for the documents to be forwarded to and received by Computershare Investor
Services Limited prior to the Closing Time. A reply paid envelope is enclosed for your
convenience.

To accept your entitlement in full and/or apply for additional new Shares

Complete the enclosed ENTITLEMENT AND ACCEPTANCE FORM in accordance with the
instructions on that form.

Attach your cheque (or bank draft) made payable to Wellington Drive Technologies Limited
and crossed “Not Transferable” for the amount required to be paid at NZ 10 cents per new
Share.

Forward your completed ENTITLEMENT AND ACCEPTANCE FORM and your cheque (or
bank draft), to Computershare Investor Services Limited at the above address in sufficient time
to be received not later than the Closing Time or to any NZX Firm in sufficient time for the
documents to be forwarded to and received by Computershare Investor Services Limited prior to
the Closing Time. A reply paid envelope is enclosed for your convenience.
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To accept part of your entitlement and sell the balance

Either instruct an NZX Firm to sell the number of Rights that you wish to renounce or arrange
for the sale of those Rights yourself.

Complete the Security Renunciation and Transfer Form on the reverse of the enclosed
ENTITLEMENT AND ACCEPTANCE FORM in respect of the number of Rights you wish to
sell, in accordance with the instructions on that form.

Complete the enclosed ENTITLEMENT AND ACCEPTANCE FORM in respect of the number
of Rights you wish to accept, in accordance with the instructions on that form.

Attach your cheque (or bank draft) made payable to Wellington Drive Technologies Limited
and crossed “Not Transferable” for the amount required to be paid at NZ 10 cents per new Share
in respect of the number of Rights you wish to accept, in accordance with the payment
instructions set out above and:

» If you are instructing an NZX Firm to sell part of your entitlement, forward the completed
ENTITLEMENT AND ACCEPTANCE FORM (including the completed Security
Renunciation and Transfer Form) together with your cheque (or bank draft) promptly to
that Firm. Instructions must be given before Rights trading ceases at the close of trading on
Wednesday 25 February 2009, or;

» Ifyou are selling part of your entitlement yourself, forward the completed ENTITLEMENT
AND ACCEPTANCE FORM (including the completed Security Renunciation and Transfer
Form) together with your and the buyer’s cheques (or bank drafts) to Computershare
Investor Services Limited.

This must be done in sufficient time for the documents to be forwarded to and received by
Computershare Investor Services Limited not later than 5.00 pm on Friday 27 February 2009.

To sell your entitlement in full

Either instruct an NZX Firm to sell your Rights or arrange for the sale of your Rights yourself.

Complete the Security Renunciation and Transfer Form on the reverse of the enclosed
ENTITLEMENT AND ACCEPTANCE FORM and forward the form promptly to the NZX
Firm which you have instructed or to the buyer to whom you are selling your Rights. Do not
complete the ENTITLEMENT AND ACCEPTANCE FORM.

If you are selling your Rights through an NZX Firm you must do so before Rights trading ceases
on Wednesday 25 February 2009.
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OTHER INFORMATION

Financial statements
The Company’s most recent financial statements filed under the Financial Reporting Act 1993 are

as at 31 December 2007. Copies of those statements and the audit report from
PricewaterhouseCoopers in respect of them are available from the Company’s NZSX information
portal on the NZSX website, www.nzx.com, or the Company’s own Internet website, www.wdtl.com,
or free of charge from the Company on request.

The Financial Statements can also be viewed on the Companies Office website at
www.companies.govt.nz under the Company’s file reference. Where the relevant documents are not

available on the website, a request for documents can be made by telephoning the Companies Office
Contact Centre on 0508 266 726. The Companies Office may charge a fee for inspection of certain
documents.

Unaudited historical interim financial statements as at 30 June 2008 have been prepared and are
included in this Offer Document and are also available from the Company’s NZSX information
portal on the NZSX website, www.nzx.com, or the Company’s own Internet website, www.wdtl.com,
or free of charge from the Company on request.

Preliminary and issue expenses

Issue expenses (including printing and mailing costs, share registry expenses and legal costs) are
estimated at NZ$100,000 and are payable by the Company. No commission or underwriting charges
are payable in respect of the issue.

Listing of Rights and new Shares
Application has been made to NZX for permission to list the Rights and the new Shares offered

under this Offer Document on NZSX. All the listing requirements of NZX that can be complied
with before the date of this Offer Document have been duly complied with. However NZX accepts
no responsibility for any statement in this Offer Document.

Waiver from NZX Listing Rules
The Company has been granted a waiver by NZX from Listing Rule 7.10.5 to enable the Company

to give shareholders the right to apply for more new Shares than their entitlement, to the extent of
any shortfall in the issue. The waiver has been granted subject to the conditions that any issue of
unsubscribed new Shares:

. must be dealt with by the Directors in a fair and equitable manner and any
shortfall must be divided up between those who apply for additional new Shares
in direct proportion to the number of existing shares held by them as at the
Record Date;

. must not cause Listing Rule 7.5 (issues of securities affecting control) or Listing
Rule 9.2.1 (transactions with related parties) to be triggered; and

. must not result in any existing shareholder materially increasing their ability to
exercise, or direct the exercise of, effective control of the Company.
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ANSWERS TO IMPORTANT QUESTIONS

What sort of investment is this?

The Offer

Shareholders of Wellington Drive Technologies Limited (“the Company”) are being offered the
opportunity to acquire further ordinary shares (“new Shares”) in the Company. The offer is only
open to shareholders with registered addresses in New Zealand or Australia. The maximum
number of new Shares being offered is 114,010,309.

Each eligible shareholder has the right to subscribe for new Shares, in the ratio of one new Share for
every three existing shares held at 5.00pm on Friday 23 January 2009 (the “Record Date”). The
issue price for each new Share is NZ 10 cents.

Eligible shareholders may apply for more new Shares than their entitlement. If the total number of
additional new Shares applied for exceeds the available new Shares, the applications will be scaled
back based on shareholdings prior to the issue.

The entitlements to new Shares (“Rights”) are offered on a renounceable basis. A shareholder who
does not wish to accept their entitlement in full, or wishes to accept it in part only, may sell or
transfer the Rights which they do not wish to accept. Trading in the Rights on the NZSX is
expected to commence on Monday 26 January 2009 and cease on Wednesday 25 February 2009.

The new Shares
Each new Share will rank equally with the existing shares in the Company and will provide the holder
with the right to:

¢ One vote on a poll at a meeting of shareholders;

¢ An equal participation with all other ordinary shares in any dividend declared after the issue of the
new Shares;

e An equal participation with all other ordinary shares in the residual assets on liquidation of the
Company;

e Be sent reports, notices of meetings and other information sent to shareholders; and

o All other rights as a shareholder conferred by the Constitution of the Company (the “Constitution”)
and the Companies Act 1993.

Who is involved in providing it for me?

Wellington Drive Technologies Limited is the issuer of the new Shares. Its registered office is at 16-22
Omega Street, North Harbour, Auckland 0632.

The Company has developed new electric motor designs, including related electronics and software,
and its business is commercialising these motor designs.
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How much do | pay?

Existing shareholders are entitled to their Rights at no cost. An amount of NZ 10 cents is payable in
respect of each new Share applied for, at the time of application.

What are the charges?

There are no fees or charges payable. However, shareholders and other persons will be liable for
brokerage fees on Rights and new Shares bought or sold through an NZX Firm.

What returns will | get?

Rights

Holders of ordinary shares with a registered address in New Zealand or Australia on the Record Date
will be offered Rights at no cost. It is anticipated that Rights will be quoted on the NZSX and may be
traded on the NZSX from Monday 26 January 2009 to Wednesday 25 February 2009.

Upon receipt of your entitlement and Acceptance Form you may:
e Accept your entitlement in full; or

e Accept your entitlement in full and apply for more new Shares; or

e Accept part of your entitlement and sell the balance of your entitlement during the Rights trading
period; or

o Sell your entitlement in full during the Rights trading period; or

¢ Do nothing.

The return (if any) from selling Rights will depend on the price at which those Rights can be sold on
the NZSX at the time of sale. That price will in turn be influenced by the price at which ordinary
shares in the Company can be sold on the NZSX.

Neither the Company, nor any of its Directors or shareholders, nor any other person guarantees or
promises any return from the Rights. Shareholders will receive no return if they do nothing.

It is important for you, in order to maintain the effective value of your shareholding in the Company,
that if eligible you either take up your entitlement or sell your Rights (which will be quoted subject to
their acceptance for listing on the NZSX), or some combination of both. If you do not have a registered
address in New Zealand or Australia on the Record Date the Company will endeavour to sell your
Rights on your behalf, will hold any sale proceeds on trust and will account to you for the net sale
proceeds on a pro-rata basis.
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New Shares

The new Shares issued as a result of the Offer will rank equally, including as to dividends and voting,
with the existing ordinary shares in the Company already on issue.

Dividends

The Directors’ intentions and expectations as to the Company’s future dividend policy will depend on
the Company’s results of operations, available imputation credits, financial condition and cash
requirements and other factors considered relevant by the Board. The Company will not pay any
dividends in respect of the year ended 31 December 2008.

What are my risks?

Investment risks

The principal risks to you as an investor in the Company’s shares are that you may not be able to recover
all or part of your investment and that you may not receive the level of returns you expect. That could
happen for a number of reasons, including the Company not being as successful as investors expect or as
rapidly as investors expect, the Company becoming insolvent or liquidated or being otherwise unable to
pay liabilities and/or make distributions, the share market reducing its assessment of the Company's
value and/or the Company’s shares being illiquid and/or not trading sufficiently to enable you to sell
your shares. In respect of the Rights, if the allotment of new Shares does not proceed for any reason, then
the Rights will not have any value.

Commercial risks
All businesses face generic risks which also apply to the Company. However, the Company's business is

the commercialisation of a new electric motor technology. Commercialisation of a new technology is
inherently a high-risk activity. The stage of the Company’s development means it is inherently a higher
risk investment than a more mature business and Wellington faces a wider range of potential variances to
underlying forecasts. Other than risks typically associated with any business, special trade factors or
risks faced by the Company include the following:

o One or more of the assumptions outlined on pages 13 to 16 above, underlying achievement of the
prospective financial information in this Offer Document, are not fulfilled;

e The economic environment is currently very uncertain and the outlook for global economic activity is
negative. While Wellington has had recent confirmation of projected order levels for 2009 from both
Vendo de Mexico and Hill Phoenix, these are indicative orders only and there is no certainty that
these companies will eventually purchase the number of motors they have indicated;

e Any substantial shortfall or high variability in sales volume would likely have negative consequences
for Wellington’s ability to access the volume-dependent cost reductions that it has recently negotiated
with contract manufacturing partners. This could make it impossible to achieve the Company’s profit
forecasts.

e The Company is assuming a significant programme of engineering work to reduce the per unit
manufacturing cost of its motors. This work may not achieve the targeted reduction in costs or the
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cost reduction may take longer than expected to work through the Company’s supply chain either of
which will delay or reduce gross margin improvement during 2009.

For 2009 Wellington is projecting no change to customer pricing levels that are current as at the end
of 2008. This may prove to be incorrect. Prices could be materially lower than forecast as a result of
competitor actions or as a result of a reduction in overall market demand;

2009 projections assume no repeat of the abnormal level of freight costs that the Company incurred
in 2008. This assumption may prove incorrect if Wellington is unable to supply customers to an
acceptable level from stocks held close to customers;

Wellington’s bad debt provisions are intended to cover small trading accounts only. Because the
Company’s customer base is concentrated amongst a few large customers, no bad debt provisions are
made against these large customers. If a significant customer were to become financially distressed
or for any other reason were to become unable to meet its commitments to Wellington, the
Company’s bad debt provisioning would likely turn out to be inadequate;

Projections assume that there is no change to the Company’s existing financing arrangements
regarding trade credit and the secured overdraft in Turkey. The Company’s ability to finance its
activities could be materially affected by a restriction in trade credit finance or by a reduction in the
level of its Turkish overdraft facility;

Potential and/or existing customers may not have sufficient justification to convert to or retain usage
of the Company’s designs and/or products. This could happen for a number of reasons including: the
benefits provided by the Company’s designs not being valued sufficiently by potential customers,
potential customers’ own businesses being under pressure due to competitive, economic or other
reasons, the Company not providing access to its designs in a manner in which potential customers
wish to proceed, the Company’s raw material or component costs making its pricing either
uncompetitive or unprofitable, or the Company failing to deliver to customer expectations or to a
development programme’s specifications;

Potential customers moving slowly to adopt the Company’s designs and/or products, which would
have the effect of increasing the losses incurred by the Companys;

Failure of the Company’s electric motors or electric motor assemblies whilst in use could cause
damage to persons or property which is not covered by the Company’s insurance policies and/or
which could have a negative impact on customers’ and potential customers’ perception of the
Company and its products;

Although the Company’s designs are covered by various patent claims, confidentiality
agreements and/or proprietary methods which are not publicly available, competitors could
circumvent the Company’s intellectual property protection (via legal or illegal means) and
potentially provide equivalent or superior products;

Although the Company’s products are now known in the market place through actual sales (and
through marketing and sales activity) and are not believed to infringe the intellectual property rights
of third parties, the Company’s designs could be found to breach patents held by other parties,
and/or the Company’s products could be alleged (with or without grounds) to have breached the
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rights of third parties, requiring the Company to undertake legal defences which might absorb a
significant portion of the Company’s cash and manpower resources;

Although none have been identified by the Company, other parties may breach the Company’s
patents or other rights, requiring the Company to undertake legal actions which might absorb a
significant portion of the Company’s cash and manpower resources;

Although none have been identified by the Company, competitors could develop and release products
superior to the Company’s products;

A substantial reduction in primary energy (e.g. oil, gas etc.) prices might reduce the legislative
imperative towards energy efficiency in major markets and render the Company’s products less
attractive to its customers;

Although key man life policies are in place on top management, the loss of key management, sales
and/or development staff could have a negative impact on the Company’s operation;

The current Offer may not achieve the full level of subscription, or if it is fully subscribed, the funds
available to the Company may be insufficient to meet its objectives, which might require the
Company to issue further shares in the future;

Regulatory or legislative changes could negatively affect the Company, including potential changes
in tariffs, taxes, market access or the current legislative requirements and encouragements in respect
of energy efficiency;

The Company sells its products and services in other currencies, principally the Euro, British Pound
and US dollar. Although a partial hedge is provided by the Company buying some components and
raw materials in US dollars, a strengthening of the New Zealand dollar against the Euro, British
Pound and/or US dollar could have a negative impact on the profitability of the Company; and

Although insurance cover is held, significant damage or destruction of the Company’s premises could
have a negative impact on the Company’s ability to carry on its business.
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Can the investment be altered?

The rights attaching to the new Shares are set out under the heading “What sort of investment is this?” on
page 32 of this Offer Document. These rights may be altered by an amendment to the Constitution or
in certain circumstances by Court order. Any amendment to the Constitution requires approval by
special resolution of the Company’s shareholders.

An amendment that would affect the rights of some shareholders, as opposed to all shareholders, also
requires approval by special resolution of those shareholders whose rights would be affected by the
action.

A special resolution must be approved by a majority of 75% of shareholders entitled to vote and voting
on that resolution.

How do | cash in my investment?

Your investment may be cashed in by selling your Rights or new Shares if you are entitled to participate
in the Offer.

Application has been made to NZX for permission to list the Rights and the new Shares offered under
this Offer Document on the NZSX. All the listing requirements of NZX that can be complied with
before the date of this Offer Document have been duly complied with. However NZX accepts no
responsibility for any statement in this Offer Document.

There is currently no established market for the Rights but the Company is of the opinion that a market
will develop. A market for shares in the Company already exists on the NZSX. Any sales of the Rights
or new Shares on the NZSX will attract normal brokerage fees.

Who do | contadt with enquiries about my investment?

Enquiries about your investment may be made to the Company by telephone (09) 414 6590 during
normal business hours, by email info@wdtl.com, or by mail to PO Box 302-533, North Harbour,
Auckland.

Is there anyone to whom | can complain if | have problems with the investment?

Complaints about the Rights or the new Shares can be made to the Company Secretary, Ron Jackson,
Wellington Drive Technologies Limited, PO Box 302-533, North Harbour, Auckland, or by telephone
(09) 414 6590 during normal business hours.

There is no ombudsman to whom complaints about the Rights or the new Shares can be made.
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What other information can | obtain about this investment?

Other information about the Company, the Rights and the new Shares is contained or referred to in:

e other sections of this Offer Document;
e on the Company’s website - www.wdtl.com; and

e in its financial statements.

The Company’s most recent financial statements filed under the Financial Reporting Act 1993 are
as at 31 December 2007. Copies of those financial statements and the audit report from
PricewaterhouseCoopers in respect of them are available from the Company’s NZSX information
portal on the NZSX website, www.nzx.com, or the Company’s own Internet website, www.wdtl.com,
or free of charge from the Company on request. Unaudited historical interim financial statements
as at 30 June 2008 are included in this Offer Document and are also available from the Company’s
NZSX information portal on the NZSX website, www.nzx.com, or the Company’s own Internet
website, www.wdtl.com, or free of charge from the Company on request.

A copy of this Offer Document and the financial statements referred to above have been filed at the
Companies Office of the Ministry of Economic Development, Level 18, ASB Centre, 135 Albert Street,
Auckland and are available for public inspection on the Companies Office’s electronic register at
wWww.companies.govt.nz, on payment of the prescribed fee. A copy of this Offer Document can be
obtained by any person, free of charge, from the Company on request.

The Company issues to shareholders an annual and half year report on its activities in accordance with
the requirements of the Companies Act 1993 and the Listing Rules of NZX.

The Company is required upon request by any holder of shares to provide to that holder the most recent
annual report of the Company, the most recent published financial statements of the Company and the
most recent prospectus and investment statement relating to shares in the Company.

A request for copies of those documents may be made to the Company at the address shown above
under the heading “Who is involved in providing it for me?” No charge will be made for the provision of
those documents.

Management of the Company are happy to answer enquiries from shareholders, in either verbal or
written form, free of charge, during business hours or at reasonable times outside business hours.
Management may withhold certain information that the Company considers commercially sensitive or
cannot disclose because of confidentiality arrangements made with other parties or because of NZX
Listing Rules or applicable legislation.
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HISTORICAL INTERIM FINANCIAL INFORMATION

WELLINGTON DRIVE TECHNOLOGIES LIMITED

Consolidated Income Statements

6 months ended 6 months ended 12 months ended
30 June 2008 31 December 2007 30 June 2007
Note $000s $000s $000s
Revenue 7 6,538 5,069 10,549
Cost of sales (5,746) (4,792) (10,185)
Gross profit 792 277 364
Other income 8 804 403 325
Administration expenses 9 (1,248) (931) (1,238)
Marketing expenses 9 (2,012) (1,655) (2,400)
Other expenses 9 (3,089) (2,304) (3,617)
Operating loss (4,753) (4,210) (6,566)
Finance income 384 323 302
Finance expenses 9 (63) (44) (77)
Loss before income tax (4,432) (3,931) (6,341)
Income tax expense 10 - -
Loss attributable to equity holders for the period ($4,432) ($3,931) ($6,341)
Basic earnings per share — cents 32 (1.33) (1.28) 2.91)
Diluted earnings per share — cents 32 (1.33) (1.28) (2.91)
The above Income Statements should be read in conjunction with the accompanying notes.
Statements of Movements in Equity
6 months ended 6 months ended 12 months ended
30 June 2008 31 December 2007 30 June 2007
Note $000s $000s $000s
Equity at beginning of period 17,626 21,567 8,457
Net loss for period 23 (4,432) (3,931) (6,341)
Movement in Reserves 24 17 (6) 79
Total recognised income and expense for period (4,415) (3,937) (6,262)
Contributions of equity 22 12,865 - 19,652
Costs related to issues of new equity (142) @) (280)
Equity at end of period $25,934 $17,626 $21,567

The above Movements in Equity should be read in conjunction with the accompanying notes.

These half year accounts have not been audited.
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WELLINGTON DRIVE TECHNOLOGIES LIMITED

Consolidated Balance Sheets

As at As at As at
30 June 2008 31 December 2007 30 June 2007
Note $000s $000s $000s

CURRENT ASSETS

Cash and cash equivalents 12 15,529 7,837 14,744

Trade and other receivables 13 3,978 3,461 3,072

Inventories 14 4,095 5,192 3,579

Total current assets 23,602 16,490 21,395
NON CURRENT ASSETS

Property, plant & equipment 15 2,753 2,204 2,244

Intangible assets 16 2,938 2,966 2,619

Investment in subsidiaries 17 - - -

Total non current assets 5,691 5,170 4,863
Total assets 29,293 21,660 26,258
CURRENT LIABILITIES

Trade and other payables 18 1,826 2,779 3,574

Bank finance facilities (secured) 30 1,101 955 960

Provisions 19 163 156 157

Current portion of lease liability 20 54 22 -

Total current liabilities 3,144 3,912 4,691
NON CURRENT LIABILITIES

Lease liability 20 215 122 -
Total liabilities 3,359 4,034 4,691
Net assets $25,934 $17,626 $21,567
EQUITY

Contributed equity 2 68,525 55,802 55,806

Accumulated losses 23 (42,737) (38,305) (34,374)

Other reserves 24 146 129 135
Total equity $25,934 $17,626 $21,567

The above Balance Sheets should be read in conjunction with the accompanying notes.

These half year accounts have not been audited.
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WELLINGTON DRIVE TECHNOLOGIES LIMITED

Cash Flow Statements

6 months ended 6 months ended 12 months ended
30 June 2008 31 December 2007 30 June 2007
Note $000s $000s $000s
Cash flows from operating activities
Receipts from customers exclusive of GST 6,996 4,932 10,522
Payments to suppliers and employees
exclusive of GST (11,142) (9,725) (16,284)
Net GST (paid)/received 15 83 (149)
Cash utilised in operations (4,131) (4,710) (5,911)
Interest received 384 323 302
Interest paid (63) (44) (77)
Income taxes refunded - - 1
Net cash outflow from operating activities 29 (3,810) (4,431) (5,685)
Cash flows from investing activities
Payments for property, plant & equipment (894) (294) (1,252)
Payments for intangible assets 327) (540) (1,022)
Loans to subsidiaries - - -
Net cash outflow from investing activities (1,221) (834) (2,274)
Cash flows from financing activities
Cash proceeds from share issues, net of issue 12,723 @ 19371
costs
Shareholder oversubscriptions - (1,638) 1,638
Net cash (outflow) / inflow from financing activities 12,723 (1,642) 21,009
Net (c.lecrease) / increase in cash and cash 7,692 (6,907) 13,050
equivalents
Cash and ca§h equ¥valents at the beginning of 7.837 14744 1,694
the financial period
Cash and cash equivalents at end of period 12 $15,529 $7,837 $14,744

The above Cash Flow Statements should be read in conjunction with the accompanying notes.

These half year accounts have not been audited.
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WELLINGTON DRIVE TECHNOLOGIES LIMITED

Notes to the Consolidated Financial Statements
for the six months ended 30 June 2008

GENERAL INFORMATION

Wellington Drive Technologies Limited (the Company) and its subsidiaries (together the Group) are technology
companies that develop, manufacture and market brushless electric motors for worldwide use. The Company and its
subsidiaries are profit oriented entities.

The Company is a limited liability company incorporated and domiciled in New Zealand. The address of its registered
office is 16-22 Omega Street, Albany, North Shore 0632, New Zealand.

These consolidated financial statements have been approved for issue by the Board of Directors on 6 January 2009. The
entity's owners do not have the power to amend these financial statements after issue.

Last year the Company changed their balance date from 30 June to 31 December. As such the comparative figures report
on operations for the 6 months from 1 July 2007 to 31 December 2007.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

The financial statements have been prepared in accordance with New Zealand Generally Accepted Accounting Practice
(NZ GAAP). They comply fully with New Zealand Equivalents to International Financial Reporting Standards (NZ
IFRS) and other applicable Financial Reporting Standards as appropriate for profit orientated entities and as such fully
comply with International Financial Reporting Standards (IFRS).

Entities reporting

The financial statements include separate financial statements for Wellington Drive Technologies Limited as separate
legal entity and the consolidated entity consisting of the Company and its subsidiaries.

Statutory base

The Company is registered under the Companies Act 1993 and is an issuer in terms of the Securities Act 1978.

The financial statements have been prepared in accordance with the requirements of the Financial Reporting Act 1993 and
the Companies Act 1993.

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the revaluation of
certain assets and liabilities as stated in specific accounting policies below.

(b) Principles of consolidation

Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of the Company (‘Company'
or 'Parent) as at 30 June 2008 and the results of all subsidiaries for the period then ended. The parent and its subsidiaries
together are referred to in these financial statements as the Group or the consolidated entity.

Subsidiaries are all those entities over which the Group has the power to govern the financial and operating policies,
generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of potential
voting rights that are currently exercisable or convertible are considered when assessing whether the Group controls
another entity.
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Summary of significant accounting policies (continued)

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated
from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given and equity instruments issued and liabilities incurred or
assumed at the date of exchange. Identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition date, irrespective of the extent of any
minority interest. The excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary
acquired, the difference is recognised directly in the Income Statement.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by
the Group.

Foreign currency translation
(1) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’). The consolidated and parent financial
statements are presented in New Zealand dollars, which is the Company's functional currency and the Group's
presentation currency.

(1) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised
in the Income Statement.

(111) Foreign operations

The results and balance sheets of all foreign operations that have a functional currency different from New Zealand dollars

are translated into the presentation currency as follows:

e assets and liabilities for each balance sheet presented are translated at the closing rate at the date of the balance sheet;

e income and expenses for each income statement are translated at average exchange rates, unless this is not a
reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case
income and expenses are translated at the dates of the transactions; and

e  all resulting exchange differences are recognised as a separate component of equity.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net of
returns, trade allowances and duties and Goods and Services Tax.

(1) Sale of Goods

Revenue from the sale of goods and disposal of other assets is recognised when the Group has passed control of the goods
or other assets to the buyer. Revenue from the provision of services is recognised when services are delivered to the buyer.
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Summary of significant accounting policies (continued)

(1) Interest income

Interest income is recognised on a time proportion basis using the effective interest method. When a receivable is
impaired, the Group reduces the carrying amount to its recoverable amount, being the estimated future cash flow
discounted at original effective interest rate of the instrument, and continues unwinding the discount as interest income.
Interest income on impaired loans is recognised using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss.

(1) Royalties

Royalty income is recognised on an accruals basis in accordance with the substance of the relevant agreements.

(1) Government grants

Grants from the government are recognised at their fair value where there is a reasonable assurance that the grant will be
received and the Group will comply with all the attached conditions.

Government grants relating to costs are deferred and recognised in the Income Statement over the period necessary to
match them with the costs that they are intended to compensate.

Income tax

The income tax expense or revenue for the year is the tax payable on the current period’s taxable income based on the
national income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to
temporary differences between the tax bases of assets and liabilities and their carrying amounts in the financial
statements, and to unused tax losses. Taxes on income in the interim periods are accrued using the tax rate that would be
applicable to expected total annual earnings.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the
assets are recovered or liabilities are settled, based on those tax rates which are enacted or substantively enacted for each
jurisdiction. The relevant tax rates are applied to the cumulative amounts of deductible and taxable temporary differences
to measure the deferred tax asset or liability. An exception is made for certain temporary differences arising from the
initial recognition of an asset or a liability. No deferred tax asset or liability is recognised in relation to these temporary
differences if they arose in a transaction, other than a business combination, that at the time of the transaction did not
affect either accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that
future taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax bases
of investments in controlled entities where the parent entity is able to control the timing of the reversal of the temporary
differences and it is probable that the differences will not reverse in the foreseeable future.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in
equity.

Goods and Services Tax (GST)

The Income Statements have been prepared so that all components are stated exclusive of GST. All items in the
Statements of Financial Position are stated net of GST, with the exception of receivables and payables, which include GST
invoiced.

Leases

The Group is the lessee

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to the
Income Statement on a straight line basis over the period of the lease.
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Summary of significant accounting policies (continued)

Leases in which the Group has substantially all the risks and rewards of ownership are classified as finance leases.

Finance leases are capitalised at the lease’s inception at the lower of the fair value of the leased asset and the present value
of the minimum lease payments. Each lease payment is allocated between the liability and finance charges so as to achieve
a constant rate on the finance balance outstanding. The property, plant and equipment acquired under a finance lease is
depreciated over the shorter of the asset’s useful life and the lease term.

Impairment of assets

Intangible assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. Intangible assets that have an indefinite useful life are not subject to amortisation and are
tested annually for impairment irrespective of whether any circumstances identifying a possible impairment have been
identified. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash
generating units).

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short term, highly
liquid investments with original maturities of three months or less that are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes in value, and bank overdrafts. Bank overdrafts are shown within
borrowings in current liabilities on the Statement of Financial Position.

Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost, less provision for
impairment of trade receivabless. Trade receivables are due for settlement no more than approximately 120 days from the
date of recognition.

A provision for impairment of trade receivables is established when there is objective evidence that the Group will not be
able to collect all amounts due according to the original terms of receivables. Signficant financial difficulties of the debtor,
probably that the debtor will enter bankruptcy or financial reorganisation and default or delinquency in payments are
considered indicators that the trade receivable is impaired. The amount of the provision is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the original effective interest
rate. The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in the Income Statement within “other expenses.”

When a trade receivable is uncollectable, it is written off against the allowance account for trade receivables. Subsequently
recoveries of amounts previously written off are credited against “other expenses” in the Income Statement.

Inventories
(1) Raw materials , work in progress and finished goods

Raw materials, work in progress and finished goods are stated at the lower of cost and net realisable value. Cost comprises
direct materials, direct labour and an appropriate proportion of variable and fixed overhead expenditure, the latter being
allocated on the basis of normal operating capacity. Costs are assigned to individual items of inventory on the basis of first
in first out. Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.
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Summary of significant accounting policies (continued)

Investments and other financial assets

Loans and receivables are non derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They arise when the Group provides money, goods or services directly to a debtor with no intention of
selling the receivable. They are included in current assets, except for those with maturities greater than 12 months after
the balance sheet date which are classified as non current assets. The Group’s loans and receivables comprise “trade and
other receivables” and cash and cash equivalents in the Statement of Financial Position. Loans and receivables are carried
at amortised cost using the effective interest method.

The nominal value less estimated credit adjustments of trade receivables and payables are assumed to approximate their
fair values.

Plant and equipment

All plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

The cost of self constructed assets includes the cost of all materials used in construction, direct labour on the project and
an appropriate portion of variable and fixed overheads. Costs cease to be capitalised as soon as the asset is ready for
productive use and do not include any inefficiency costs.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance are charged to the Income Statements during the financial year in
which they are incurred.

Depreciation on other assets is calculated using the straight line method to allocate their cost or revalued amounts, net of
their residual values, over their estimated useful lives, as follows:

Useful Life
Plant and equipment 3 - 15 years
Office equipment, furniture and fittings 3 - 15 years

The assets’ residual values and useful lives are reviewed and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the
Income Statements.

Intangible assets
(1) Research, development and patent costs

Expenditure on research activities, undertaken with the prospect of obtaining new scientific or technical knowledge and
understanding, is recognised in the Income Statements as an expense when it is incurred.

Expenditure on development activities, being the application of research findings or other knowledge to a plan or design for
the production of new or substantially improved products or services before the start of commercial production or use, is
capitalised if the product or service is technically and commercially feasible and adequate resources are available to complete
development. The expenditure capitalised comprises all directly attributable costs, including costs of materials, services,
direct labour and an appropriate proportion of overheads. Other development expenditure is recognised in the Income
Statements as an expense as incurred. Capitalised development expenditure is stated at cost less accumulated amortisation.
Amortisation is calculated using the straight line method to allocate the cost over the period of the expected benefit, up to a
maximum of 5 years.
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Summary of significant accounting policies (continued)

Capitalised patent costs are amortised on a straight line basis over the period of expected benefit no longer that the life of
the patent, up to a maximum of 20 years.

(11) Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the

specific software. These costs are amortised over their estimated useful lives (three to five years).

Costs associated with developing or maintaining computer software programmes are recognised as an expense as incurred.
Costs that are directly associated with the production of identifiable and unique software products controlled by the
Group, and that will probably generate economic benefits exceeding costs beyond one year, are recognised as intangible
assets. Direct costs include the software development employee costs and an appropriate portion of relevant overheads.

Computer software development costs recognised as assets are amortised over their estimated useful lives (not exceeding 5
years).

Trade and other payables

Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method. These amounts represent liabilities for goods and services provided to the Group prior to
balance date. The amounts are unsecured and are usually paid within 45 days of recognition.

Investments in subsidiaries

Investments in subsidiaries are stated at the lower of cost and Director’s assessement of net realisable value.

Provisions

Provisions for legal claims and warranties are recognised when: the Group has a present legal or constructive obligation as
a result of past events; it is more likely than not that an outflow of resources will be required to settle the obligation; and
the amount has been reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same class of obligations may be small.

Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured
at amortised cost. Any difference between the proceeds (plus transaction costs) and the redemption amount is recognised
in the Income Statements over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.

Borrowing costs

Borrowing costs are expensed when incurred.

Employee benefits
(1) Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries, including non monetary benefits, annual leave and accumulating sick leave expected to
be settled within 12 months of the reporting date are recognised in other payables in respect of employees' services up to
the reporting date and are measured at the amounts expected to be paid when the liabilities are settled. Liabilities for non
accumulating sick leave are recognised when the leave is taken and measured at the rates paid or payable.
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Summary of significant accounting policies (continued)

(1) Long service leave

The liability for long service leave is recognised in the provision for employee benefits and measured as the present value
of expected future payments to be made in respect of services provided by employees up to the reporting date using the
projected unit credit method. Consideration is given to expected future wage and salary levels, experience of employee
departures and periods of service. Expected future payments are discounted using market yields at the reporting date on
national government bonds with terms to maturity and currency that match, as closely as possible, the estimated future
cash outflows.

(111) Share based payments

Equity settled, share based compensation is provided to employees via the Wellington Employees Share Option Plan. The
fair value of the employee services received in exchange for the grant of the options is recognised as an expense over the
vesting period. Fair value is assessed at the date that the share options vested using a binomial option pricing model that
takes into account the exercise price, the three year term of the options, the exercise criteria, the likelihood of staff
turnover, the non-tradeable nature of the option, the share price at grant date and the volatility of the returns on the
underlying share and risk-free interest rate for the term of the option.

The proceeds received net of any directly attributable transaction costs are credited to share capital when the options are
exercised.

(iv) Bonus plans

The Group recognises a liability and an expense for bonuses based on a formula that takes into consideration the profit
attributable to the Company’s shareholders after certain adjustments. The Group recognises a provision where
contractually obliged or where there is a past practice that has created a constructive obligation.

Contributed equity
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceeds.

Dividends

Provision is made for the amount of any dividend declared on or before the end of the financial year but not distributed at
balance date.

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks
and returns that are different to those of other business segments. A geographical segment is engaged in providing
products or services within a particular economic environment and is subject to risks and returns that are different from
those of segments operating in other economic environments.

TRANSITION TO NZ IFRS

Basis of transition to NZ [FRS

Application of NZ IFRS 1

The Group’s financial statements for the six months ended 31 December 2007 are the first financial statements that
comply with NZ IFRS. The Group applied NZ IFRS 1 in preparing those consolidated financial statements.

The Group’s date of transition to NZ IFRS is 1 July 2006. The Group prepared its opening NZ IFRS Balance Sheet at that
date. The reporting date of these financial statements is 30 June 2008. The Group’s NZ IFRS adoption date is 30 June
2007.

In preparing the 31 December 2007 consolidated financial statements in accordance with NZ IFRS 1, the Group applied
the mandatory exceptions and certain of the optional exemptions from full retrospective application of NZ IFRS as
detailed below.
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Exceptions from full retrospective application elected by the Group
The Group has elected to apply the following optional exemptions from full retrospective application.

(i) Business combinations exemption
The Group has applied the business combinations exemption in NZ IFRS 1. It has not restated business combinations
that took place prior to the 1 July 2006 transition date.

(ii) Share based payment transaction exemption
The Group has elected to apply the share based payment option. It applied NZ IFRS 2 from 1 July 2006 to those options
that were issued after 7 November 2002 but that have not vested by 1 July 2006.

Exceptions from full retrospective application followed by the Group
The Group has applied the following mandatory exceptions from retrospective application.

(1) Estimates exception
Estimates under NZ IFRS at 1 July 2006 should be consistent with estimates made for the same date under previous NZ
IFRS, unless there is evidence that those estimates were in error.

The following reconciliations are provided in note 30:
= equity at 30 June 2007 and net income for the year then ended; and
=  equity at 1 July 2006.

Early Adoption
The Company and Group have not early adopted any NZ Equivalents to International Financial Reporting Standards.

Changes to standards and interpretations that are not yet effective

Certain new standards, amendments and interpretations issued by the International Accounting Standards Board,
(“IASB”) and the Accounting Standards Review Board in New Zealand (“ARSB”) have been published which will be
mandatory for use in accounting periods beginning on or after 1 April 2008.

(i) Standards not yet adopted by Wellington Drive Technologies Limited

=  Amendments to NZ IAS 23 Borrowing Costs. Borrowing costs incurred in relation to assets which take a
substantial period of time to prepare for intended use must be capitalised as part of the cost of the asset.
Applicable for reporting periods beginning on or after 1 January 2009.

=  Amendments to NZ IAS 1 Presentation of Financial Statements. Changes in equity relating to the owner must be
separately disclosed from changes relating to non owners in the Statement of Changes in Equity. Changes from
non-owners are not permitted to be presented in the Statement of Changes in Equity, rather, should be presented
in a Statement of Comprehensive Income. Applicable for reporting periods beginning on or after 1 January 2009.

=  NZ IFRS 8 Operating Segments is replacing the requirements of NZ IAS 14 Segment Reporting. NZ IFRS 8 will
become effective for all entities reporting for periods beginning on or after 1 January 2009.

=  NZ IFRS 3 Business Combinations Revised includes a number of updates and is applicable from 1 January 2009
with early adoption permissible from 1 July 2008.

= IFRS 2 (amendment) ‘Share-Based Payment’, effective for annual periods beginning on or after 1 January 2009.
Management is assessing the impact of pending changes to vesting conditions and cancellations on the Group’s
Employee Share Option Plan.

=  JAS 32 (amendment), ‘Financial Instruments: Presentation’, and consequential amendments to IAS 1,
‘Presentation of Financial Statements’, effective for annual periods beginning on or after 1 January 2009. This is
not relevant to the Group, as the Group does not have any puttable instruments;

= JFRIC 13, ‘Customer Loyalty Programmes’, effective for annual periods beginning on or after 1 July 2008. This
is not relevant to the Group as the Group does not have any ‘Customer Loyalty Programmes’.

The following new standards, amendments to standards or interpretations are mandatory for the first time for the financial
year beginning 1 January 2008 but are not currently relevant for the Group:
e IFRIC 11, ‘IFRS 2 — Group and Treasury Share Transactions’;
e [FRIC 12, ‘Service Concession Arrangements’; and
e IFRIC 14, TAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
Interaction’.
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FINANCIAL RISK MANAGEMENT

Due to the broad range of the Company’s activities, there is exposure to a variety of financial risks:
e  Market risk (including currency risk and interest risk);
e  Credit risk; and
e Liquidity risk

The Company’s risk management programme focuses on minimising the potential adverse effects of these risks.

The Company’s business is primarily denominated in foreign currencies and has a strong natural hedge position between
revenues and costs. The Company holds New Zealand dollars and a basket of currencies used for trading by the Company.
The Company does not use derivative financial instruments.

Market risk

The Company operates internationally and is exposed to foreign currency risk arising from various currency exposures.
Presently, just under half the Company’s revenue is derived from Euro contracts. This has been decreasing as a
proportion of total revenues as sales success in North America grows. The Company expects this trend to continue until
about 70% of all revenues are settled in US dollars. Customers in Asia and Turkey are commonly contracted in US
dollars. The majority of the Company’s product costs, manufacturing and logistics are settled in US dollars. The
Company converts Euro receivables directly into USD to settle USD payables. The Company monitors this exposure
carefully and currently converts at spot rates. Though the NZ dollar remains the main currency for corporate funding,
engineering costs and group reporting, it will continue to diminish as a proportion of total Company costs, as product sales
outstrip growth in the engineering cost base. Though dependent on many factors, it is reasonable to expect that the
Company will move to a US dollar functional currency in the medium term. Where possible, the Company has price
adjustment clauses in its major contracts to adjust for significant currency movements.

At 30 June 2008, if the US dollar weakened/strengthened by 10% to the New Zealand Dollar, with other variables held
constant, post tax profit would have been NZ$440,000 lower/higher on year end carrying amounts (December 2007 —
NZ$258,000 : June 2007 - $234,000). This is mainly as a result of foreign exchange gains or losses on the conversion of
cash, receivables and payables into the NZD reporting currency. The same movement on equity would be expected.

10% was chosen as a reasonable sensitivity given the historically volatile markets for foreign exchange.

30 June 2008
NZ5000s Carry Amount USD +10% USD -10%
Profit Equity Profit Equity
USD cash 6,728 673 673 (673) (673)
USD accounts receivable 781 78 78 (78) 78)
USD accounts payable 179) (18) (18) 18 18
Total $733 $733 ($733) ($733)
31 December 2007
NZ$000s Carry Amount UsD +10% USD -10%
Profit Equity Profit Equity
USD cash 3,277 323 323 (323) (323)
USD accounts receivable 1,676 168 168 (168) (168)
USD accounts payable (1,233) (123) (123) 123 123
Total $368 $368 ($368) ($368)
30 June 2007
NZ$000s Carry Amount USD +10% USD -10%
Profit Equity Profit Equity
USD cash 2,385 289 289 (289) (289)
USD accounts receivable 1,312 131 131 (131) (131)
USD accounts payable (855) (86) (86) 86 86
Total $334 $334 ($334) ($334)
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i) Cash Flow and Fair Value Interest Rate Risk

The Company currently has no central overdraft or debt facility. The Turkish operating company uses a secured overdraft
facility with the local bank Yapi Kredi to fund working capital requirements. This is secured against cash deposits held by
the Bank of New Zealand, with the Bank of New Zealand offering a letter of credit to Yapi Kredi as security. This facility
works well and reduces the Company exposure to foreign exchange risk. The Company expects to continue to use
facilities such as these instead of intercompany loan arrangements especially where local currencies are not freely traded.

The Group had cash deposits in various currencies at balance date as follows:

30 June 2008 31 December 2007 30 June 2007
Consolidated $000s Loc:{lnil:]rnrfsncy NZD Equivalent Loc:{lnil:]rnr:esncy NZD Equivalent Lofllnil:j:;my NZD Equivalent
NZD 4,676 4,676 2,975 2,975 10,875 10,875
EUR 557 1,165 720 1,368 467 816
USD 5,126 6,728 2,536 3,277 2,220 2,385
AUD 7 9 1 1 7 8
SGD 2,664 2,566 106 95 - -
GBP 73 192 33 86 23 60
YTL 190 204 31 35 100 100
Total $15,529 $7,837 $14,744

The impact of a 0.5% increase/decrease in interest rates over a one year period on the closing cash balance would result in
an increase/decrease in post-tax profitability and equity of $54,000 (December 2007 - $24,000 : June 2007 - $49,000).

0.5% was chosen as a reasonable sensitivity given changeable interest rate markets.

Credit Risk

As the majority of business is still executed through the parent Company, credit risk is managed on a Group basis. This
will develop over time as the international operations establish their own customer base and, in some cases, take over
existing customers from the parent Company. The Company generally trades with customers who are very well
established in the industry. The Company utilises an insured trade credit facility for several of its major customers in
order to provide better security and to be able to factor their receivables. Receivables balances are managed by and
reported regularly to senior management according to the Company’s credit management policies and procedures.

Liquidity Risk

Prudent liquidity risk implies maintaining sufficient cash and the availability of funding through an amount of committed
credit facilities. The Company aims to establish flexibility in funding through opening credit lines. The Company
maintains regular forecasts of liquidity based on expected cash flows. The table below analyses the Company’s financial
liabilities into relevant groups based on the remaining period at the reporting date to the end of the contractual date. The
amounts disclosed are the contractual undiscounted cash flows, as the impact of discounting is not material.

June 2008 December 2007 June 2007
NZD (000s) Less than 1 Between 1 Less than 1 Between 1 Less than 1 Between 1
year and 5 years year and 5 years year and 5 years
Bank Finance Facilities (secured) 1,101 - 955 = 960
Trade Payables 1,826 - 2,779 R 3,574

Capital Risk Management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern in
order to provide returns to sharcholders and benefits to other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the Company monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including borrowings and trade
and other payables — as shown in the consolidated Statement of Financial Position) less cash and cash equivalents. Total
capital is calculated as equity, as shown in the consolidated Statement of Financial Position, plus net debt.

During the six months ended 30 June 2008, the Company’s had no net debt (December 2007 — nil : June 2007 — nil).
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CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

Critical accounting estimates, assumptions and judgements

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.

(1) Warranty Provision

Provisions for warranties are recognized when the Group has a present legal or constructive obligation as a result of past

events; it is more likely than not that an outflow of resources will be required to settle the obligation; and the amount has
been reliably estimated. To date the company has excellent in-field performance of its products, but has determined it is
prudent to provide for potential claims.

(i1) Development Costs

Expenditure on development activities, being the application of research findings or other knowledge to a plan or design
for production of new or substantially improved products or services before the start of commercial production or use, is
capitalised if the product or service is technically and commercially feasible and adequate resources are available to
complete development. The expenditure capitalised comprises all directly attributable costs, including costs of materials,
services, direct labour and an appropriate proportion of overheads. Capitalised development expenditure is stated at cost
less accumulated amortisation. Amortisation is calculated using the straight line method to allocate the cost over the
period of the expected benefit, up to a maximum of 5 years. It is potentially possible to change the estimation of the
variables of development costs.

SEGMENT INFORMATION

Description of segments
Geographical segments

The Group operates in three geographical segments. New Zealand, Turkey and other countries. This geographical
segmentation is determined based on the location of assets.

‘Other’ segments below are the Group operations in USA, Singapore and Italy and other central costs that cannot be
allocated to New Zealand or to Turkish segments.

Business segments
The Group operates in one business segment being developing, manufacturing and marketing its brushless electric motors.

(b) Primary reporting format — geographical segments

Inter-segment
transactions

June 2008 — 6 months

eliminated/
New Zealand Turkey Other Total Operations unallocated Consolidated
$000s $000s §000s $000s $000s $000s

Sales to external 5,707 393 438 6,538 : 6,538
customers

Intersegment sales 401 100 13 514 (514) -
Total sales revenue 6,108 493 451 7,052 (514) 6,538
Other revenue/income 729 17 567 1,313 (509) 804
Total segment revenue/

income $6,837 $510 $1,018 $8.,365 ($1,023) $7.342
Loss before income tax (2,810) (382) (1,286) (4,478) 46 (4,432)
Income tax expense - - - - - -
Loss for the period ($2,810) ($382) ($1,286) ($4,478) $46 ($4,432)
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June 2008 — 6 months

(continued)

Segment assets
Segment liabilities

Acquisitions of plant
and equipment,
intangibles and other
non-current segment
assets

Depreciation and
amortisation expense

Impairment of trade
receivables

Cash flow information

Net cash outflow from
operating activities
Net cash outflow from
investing activities
Net cash outflow from
financing activities

December 2007 — 6 months

Sales to external
customers

Intersegment sales
Total sales revenue
Other revenue/income

Total segment revenue/
income

Loss before income tax
Income tax expense
Loss for the year

Segment assets
Segment liabilities

Acquisitions of plant
and equipment,
intangibles and other
non-current segment
assets

Depreciation and
amortisation expense

Impairment of trade
receivables

Cash flow information

Net cash inflow from
operating activities

Net cash (outflow) from
investing activities

Net cash inflow from
financing activities

Inter-segment
transactions

eliminated/

New Zealand Turkey Other Total Operations unallocated Consolidated
$000s $000s $000s $000s $000s $000s
29,903 726 1,392 32,021 (2,728) 29,293

2,521 1,402 2,006 5,929 2,570) 3,359
760 2 494 1,256 @35) 1,221
702 3 38 743 - 743

(2,969) (380) 461) (3,810) - (3,810)
(339) @) (493) (834) - (834)
12,723 - - 12,723 - 12,723
Inter-segment
transactions
eliminated/

New Zealand Turkey Other Total Operations unallocated Consolidated
$000s 50005 $000s $000s $000s $000s

4,661 277 131 5,069 - 5,069
326 - - 326 (326) -

4,987 277 131 5,395 (326) 5,069
299 103 593 995 (592) 403

$5,286 $380 $724 $6,390 ($918) $5,472
(3,785) (154) (322) (4,261) 330 (3,931)
($3,785) ($154) ($322) ($4,261) $330 ($3,931)
21,543 801 1,573 23,917 (2,257) 21,660

3,774 1,025 3,526 8,325 (4,291) 4,034

1,177 - 93 1,270 (436) 834
643 10 31 684 - 684

55 - - 55 - 55
(3,991) 49) (391) (4,431) - (4,431)
1,177) - 343 (834) . (834)
(1,642) - - (1,642) - (1,642)
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June 2007 — 12 months

Inter-segment
transactions

eliminated/
New Zealand Turkey Other Total Operations unallocated Consolidated
$000s $000s $000s $000s $000s $000s
Sales to external 8,600 1,936 13 10,549 - 10,549
customers
Intersegment sales 1,631 96 - 1,727 (1,727) -
Total sales revenue 10,231 2,032 13 12,276 (1,727) 10,549
Other revenue/income 221 104 - 325 - 325
Total segment revenue/
income $10,452 $2,136 $13 $12,601 ($1,727) $10,874
Loss before income tax (6,348) 95) (241) (6,684) 343 (6,341)
Income tax expense - - - - - -
Loss for the year ($6,348) ($95) ($241) ($6,684) $343 ($6,341)
Segment assets 25,656 1,084 1,000 27,740 (1,482) 26,258
Segment liabilities 4,096 1,143 2,666 7,905 (3,214) 4,691
Acquisitions of plant
and equipment,
intangibles and other 2,899 87 95 3,081 (807) 2,274
non-current segment
assets
Depreciation and 1,007 19 7 1,033 - 1,033
amortisation expense
Impglrment of trade 33 i ) 33 ) 33
receivables
Cash flow information
Net ca§h 1nﬂ9v&{ from (5,269) (508) 92 (5,685) - (5,685)
operating activities
Net cash (outflow) from (2,899) ®7) 712 2,274) - 2,274)
investing activities
Net cash inflow from 21,009 695 (695) 21,009 - 21,009

financing activities

Inter-segment transfers or transactions are entered into under normal commercial terms and conditions that would also

be available to unrelated third parties.

The following table presents the sales to external customers by geographical segment which has been determined based on
the geographical location of customers rather than by location of assets as presented above.

Europe

(ind Turkey) ~ North America
June 2008 — 6 months $'000 $'000
Sales to external customers $3,963 $1,544
December 2007 — 6 months
Sales to external customers $3,200 $1,334
June 2007 — 12 months
Sales to external customers $8,832 $1,472

Secondary reporting format - business segments

As there is only one business segment for the group, please refer to the financial statements for this information.

Inter segment
transactions
Total eliminated/

Other operations unallocated Consolidated
$'000 $'000 $'000 $'000
$2,858 $8,365 ($1,023) $7,342
$1,856 $6,390 ($918) $35,472
$2,297 $12,601 ($1,727) $10,874
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REVENUE

CONSOLIDATED
Product sales

Services revenue

OTHER INCOME

CONSOLIDATED

Foreign exchange gains

Royalties & licensing income

Government grants

Other income

6 months 6 months 12 months
ended ended ended
30 June 08 31 Dec 07 30 Jun 07
$000s $000s $000s
5,899 4,678 10,269
639 391 280
$6,538 $5,069 $10,549

6 months 6 months 12 months
ended ended ended
30 June 08 31 Dec 07 30Jun 07
§000s $000s $000s
673 327 102
45 12 58
84 24 149
2 40 16
$804 $403 $325

The Group recognised as income Government Grants of $84, 000 (December 2007 - $24,000 : June 2007 - $149,000). These
grants were received under the Enterprise Development Grant - Market Development scheme operated by N.Z. Trade and

Industry and in the previous year under both this scheme and a Technology for Business Growth scheme operated by the

Foundation for Research Science & Technology. Both schemes reimburse the Group for up to 50% of eligible expenditure.

EXPENSES

CONSOLIDATED

Loss before income tax includes the following specific expenses:

Depreciation

Plant and equipment

Office equipment, furniture & fittings

Amortisation of intangible assets (note 16)

Finance costs

Interest expense

Employee benefits

Wages and salaries

Long-service leave

Bonuses
Sick leave
Holiday pay
Others

6 months 6 months 12 months
ended ended ended
30 June 08 31 Dec 07 30 Jun 07
$000s $000s $000s
231 232 391
120 109 142
$351 $341 $533
392 343 500
63 44 77
2,484 2,277 2,767
- 4 6
22 86 115
8 9 26
163 153 311
88 153 45
$2,765 $2,682 $3,270
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Auditors remuneration

Audit services 37 52 50
Audit related services 3 30 -
Tax services - 13 9
Other services 19 7 1
$59 $102 $60

Bad and doubtful debts expense - 55 38
Net loss on disposal of plant & equipment - - 5
Rental expense relating to operating leases 267 218 369
Patent fees 2 5 6
Foreign exchange losses 193 64 631
Development costs expensed 300 281 417

Provisions made in respect of subsidiary advances -

Inventory write downs -

INCOME TAX EXPENSE

Income tax €expense

No taxation is payable (Dec 2007 & Jun 2007- nil), as the Company and Group has tax losses available to carry forward and

offset against current year taxable income.

Losses for tax purposes

6 months 6 months 12 months
ended ended ended

CONSOLIDATED 30 June 08 31 Dec 07 30Jun 07
$000s $000s $000s
Reported loss for period before tax (4,432) (3,931) (6,341)
Less non deductible expenses 7 62 33
Less unrecognised timing differences 42 17 (171)
Net loss for tax purposes (4,383) (3,852) (6,479)
Losses carried forward from prior years (34,471) (31,081) (24,871)
Overprovision in prior year - 264 -
Exchange adjustments 38 198 269
Losses available to carry forward to future years ($38,816) ($34,471) ($31,081)

Of the total consolidated losses available to carry forward to future years. $3,928,000 (December 2007 - $3,055,000 : June

2007 - $2,913,000) arises in the U.S.A. and are subject to their continuity requirements.

Unrecognised deferred tax balances

The Company and Group have not recognised possible income tax losses and temporary differences as a future income tax
benefit due to the uncertainty of their recoverability in the immediate future. The losses available to be carried forward
are subject to the shareholder continuity requirements of the Income Tax Act 1994. Further details can be found in Note

21.
IMPUTATION CREDITS
6 months 6 months 12 months
ended ended ended
CONSOLIDATED 30 June 08 31 Dec 07 30 Jun 07
$000s $000s $000s
Imputation credit account
Balance at beginning of year - - 1
Tax refunds - - (1)
Balance at end of year $- $ $-
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CASH AND CASH EQUIVALENTS

30 June 08 31 Dec 07 30Jun 07
CONSOLIDATED $000s $000s $000s
Cash on hand and at bank 1 142 3
NZD call deposits 482 220 9,203
Offshore bank funds 5,590 2,889 3,013
NZD short term bank deposits less than 3 months 3,193 2,027 1,669
NZD short term bank deposits 3 to 12 months 1,000 587 -
Offshore short term bank deposits less than 3 months 5,263 1,972 856
Cash and cash equivalents in cash the Cash Flow Statement $15,529 $7,837 $14,744
All short term bank deposits can be accessed within 3 months if necessary.
TRADE AND OTHER RECEIVABLES

30 June 08 31 Dec 07 30 Jun 07
CONSOLIDATED $000s $000s $000s
Net trade receivables
Trade receivables 3,118 2,509 2,386
Provision for impairment of trade receivables 93) (93) (38)

3,025 2,416 2,348
Net related party receivables
Related party / subsidiaries receivable - - -
Prepayments 651 758 520
VAT/GST refunds due 302 287 204

$3,978 $3,461 $3,072

The fair values of trade receivables approximates their carrying amounts. The fair values of loans to related parties are

their face values because the loans are repayable on demand. At balance date receivables of $820,000 were past due but not

considered impaired (December 2007 - $790,000 : June 2007 - $623,000).

The ageing of these receivables is 2 months to 13 months (December 2007 — 2 months to 7 months : June 2007 — 2 months

to 6 months).

Individual receivables are assessed as impaired where customers have defaulted on payment terms and management has

assessed the likelihood of recovery as remote. A full provision has been made against those individually impaired assets.

For receivables that are neither past due nor impaired, management does not foresee any likelihood of default as the

receivables are due from long-standing customers.

Provision for impairment of trade receivables beginning of period 93 38 -
Increase in provision - 55 38
Bad debts written off - - -
$93 $93 $38

Movements in the provision for impairment of trade receivables is recognised within 'Other expenses' in the Income
Statements.
INVENTORIES

30 June 08 31 Dec 07 30 Jun 07
CONSOLIDATED $000s $000s $000s
Finished goods — at cost 3,187 4,214 2,457
Work in progress — at cost 555 262 703
Raw materials — at cost 353 716 419
Total inventories $4,095 $5,192 $3,579

Page | 57



PROPERTY, PLANT & EQUIPMENT

CONSOLIDATED

At 30 June 2006
Cost

Accumulated depreciation

Net book amount

Year ended 30 June 2007
Opening net book amount

Additions
Depreciation
Disposals

Closing net book amount

At 30 June 2007
Cost

Accumulated depreciation

Net book amount

Six months ended 31 December 2007
Opening net book amount

Additions
Depreciation
Disposals

Exchange adjustment

Closing net book amount

At 31 December 2007
Cost

Accumulated depreciation
Exchange adjustment

Net book amount

Six months ended 30 June 2008
Opening net book amount

Additions
Depreciation
Disposals

Exchange adjustment

Closing net book amount

At 30 June 2008
Cost

Accumulated depreciation
Exchange adjustment

Net book amount

Office
Plant & equipment, Total
equipment furniture &
fittings

§000s $000s $000s
2,287 965 3,252
(1,085) (637) (1,722)
$1,202 $328 $1,530
1,202 328 1530
881 402 1283
(391) (142) (533)
(12) 24 (36)
$1,680 $564 $2,244
3,133 1,334 4,467
(1,453) (770) (2,223)
$1,680 $564 $2,244
1,680 564 2,244
166 131 297
(232) (109) (341)
- @ ©)
4 4 8
$1,618 $586 $2,204
3,299 1,461 4,760
(1,685) (879) (2,564)
4 4 8
$1,618 $586 $2,204
1,618 586 2,204
656 238 894
231) (120) (351)
2 4 6
$2,045 $708 $2,753
3,955 1,699 5,654
(1,916) (999) (2,915)
6 8 14
$2,045 $708 $2,753
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INTANGIBLE ASSETS

CONSOLIDATED

At 30 June 2006
Cost

Accumulated depreciation

Net book amount

Year ended 30 June 2007
Opening net book amount

Additions
Amortisation

Closing net book amount

Cost
Accumulated depreciation

Net book amount

Six months ended 31 December 2007
Opening net book amount

Additions
Amortisation
Exchange adjustment

Closing net book amount

At 31 December 2007
Cost

Accumulated amortisation
Exchange adjustment

Net book amount

Six months ended 30 June 2008
Opening net book amount

Additions
Amortisation
Exchange adjustment

Closing net book amount

At 30 June 2008
Cost

Accumulated depreciation
Exchange adjustment

Net book amount

Development

Other

costs Patents Software intangibles Total

$000s $000s $000s $000s $000s
2,428 458 - 37 2,923
(668) (159) - - (827)
$1,760 $299 $ - $37 $2,096
1,760 299 - 37 2,096
805 123 - 95 1,023
(417) (75) - (8) (500)
$2,148 $347 $ - $124 $2,619
3,234 581 - 132 3,947
(1,086) (234) - ®) (1,328)
$2,148 $347 $- $124 $2,619
2,148 347 - 124 2,619
263 175 241 5 684
(275) (60) - (8) (343)
- - - 6 6
$2,136 $462 $241 $127 $2,966
3,497 756 241 137 4,631
(1,361) (294) - (16) (1,671)
- - - 6 6
$2,136 $462 $241 $127 $2,966
2,136 462 241 127 2,966
249 61 44 7 361
(300) (52) (33) @ 392)
3 3
$2,085 $471 $252 $130 $2,938
3,746 817 285 144 4,992
1,661) (346) 33) 23) (2,063)
- - - 9 9
$2,085 $471 $252 $130 $2,938

The remaining amortisation period of these intangibles is varies between 3 months and 19 years.
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17.

SUBSIDIARIES

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiaries in

accordance with the accounting policy described in Note 2.

AirMoVent Limited

Wellington Drive Technologies US, Inc
Wellington Motor Tecnolojileri San Tic Ltd Sti
Wellington Italia Srl

Wellington Drive Technologies Pte Ltd

Wellington Manufacturing Group Singapore Pte Ltd

TRADE AND OTHER PAYABLES

CONSOLIDATED

Trade payables
Related party payables — refer note 28
Accrued expenses
Employee expenses
Wages, salaries & PAYE
Holiday pay accrued
Bonuses
Other payables and expense reimbursements
Long service leave

Shareholder oversubscriptions

WARRANTY PROVISION

CONSOLIDATED

Carrying amount at start of period
Additional provisions recognised
Amounts used

Unused amounts reversed

Carrying amount at end of period

Country of Class June December June
Incorporation of Shares 2008 2007
2007
New Zealand Ordinary 100% 100% 100%
USA Ordinary 100% 100% 100%
Turkey Ordinary 99.4% 99.4% 99.4%
Italy Ordinary 100% 100% 100%
Singapore Ordinary 100% 100% -
Singapore Ordinary 100% - -
30 June 08 31 Dec 07 30Jun 07
$000s $000s $000s
999 2,143 1,407
234 200 183
285 107 88
73 69 48
164 160 143
- 30 -
18 20 21
53 50 46
- - 1,638
$1,826 $2,779 $3,574
30 June 08 31 Dec 07 30Jun 07
$000s $000s 50005
156 157 138
16 102 19
@ 93) -
) (10) .
$163 $156 $157

The Company sells electric motors with warranty periods of up to three years. The terms of the warranty provide that the

Company will repair or replace items that fail to perform satisfactorily. A provision has been recognised based on

historical data and average levels of repairs and warranty claims experienced by the industry with respect to similar

products. It is expected that the provision will be utilised within one year.
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20.

2.

22.

(b)

LEASE LIABILITIES

30 June 08 31 Dec 07 30Jun 07
CONSOLIDATED $000s $000s $000s
Commitments in relation to finance leases are payable as follows:
Within one year 74 37 -
Later than one year but not later than five years 335 146 -
Future finance charges (140) (39 -
Recognised as a liability $269 $144 $-
Lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of default.
DEFERRED TAX

30 June 08 31 Dec 07 30 Jun 07
CONSOLIDATED $000s $000s $000s
Unrecognised deferred tax assets
Doubtful debts 28 28 12
Employee benefits 92 90 86
Intangible patent costs 83 102 121
Tax losses to carry forward 11,645 10,341 10,257

11,848 10,561 10,476

Unrecognised deferred tax liabilities
Fixed assets (78) (71) (66)
Unrecognised net deferred tax asset $11,770 $10,490 $10,410

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset and they relate to the

same tax authority.

The Company and Group recognises possible unused tax losses and temporary differences only if it is probable that future

taxable amounts will be available to utilise those temporary tax differences and losses.

SHARE CAPITAL 6 months 6 months 12 months
ended ended ended
CONSOLIDATED 30Jun 08 31 Dec 07 30Jun07  30Jun08  31Dec07  30Jun07
Shares Shares Shares $000s $000s $000s
Ordinary shares
Opening balance of ordinary shares on issue 306,080,927 306,080,927 199,560,695 55,802 55,806 36,434
Issues of ordinary shares during the period:
December 2006 issued at 40 cents for cash - 5 30,000,000 - - 12,000
June 2007 rights issue at 10 cents for cash - - 76,520,232 - = 7,652
Issue costs re June 2007 rights issue at 10
cents for cash B ) ) - @ (280)
January 2008 issued at 41.5 cents for cash 31,000,000 - - 12,723 - -
Closing balance of ordinary shares issued 337,080,927 306,080,927 $306,080,927 $68,525 $55,802  $55,806

All ordinary shares are authorised, fully paid and have no par value. Ordinary shares entitle the holder to participate in

dividends and the proceeds on winding up of the Company in proportion to the number of and amounts paid on shares

held.
Share options (numbers)
Options outstanding at start of period 7,400,000 9,000,000 2,800,000
Granted
~ 13 March 2007 - - 4,900,000
~ 20 June 2007 - - 2,000,000
Lapsed - (1,600,000) (700,000)
Outstanding at end of period 7,400,000 7,400,000 9,000,000
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23.

24

(a)

At 30 June 2007, a number of grants of share options had been made pursuant to the Wellington Employees Share Option
Plan (ESOP) to employees and the Chief Executive. The ESOP was originally approved by shareholders at the General
Meeting held on 28 November 2000. Subsequently in the General Meeting held on 14 November 2006 shareholder
approval was granted to increase the number of options under the ESOP from 3,000,000 to 10,000,000 options. All options
are exercisable 3 years after the vesting date (i.e. the date an offer to an employee or executive director is made to take up
options) and must be exercised within 30 business days after the expiry of the 3 year period. The price at which options
can be exercised under the ESOP is the weighted average market price for the 10 trading days on the N.Z. Stock Exchange
prior to the date on which an offer is made plus a premium of 30%.

Further details of share options granted are summarised below.

Exercise price (cents) Outstanding at Outstanding at Outstanding at
Vesting Date Expiry date P June 2008 December 2007 June 2007
(numbers) (numbers) (numbers)
29 Nov 04 21 Jan 08 44.0 - - 1,600,000
28 Oct 05 9 Dec 08 31.7 2500,000 500,000 500,000
13 Mar 07 27 Apr 10 50.4 % 4,900,000 4,900,000 4,900,000
20 Jun 07 30 Jul 10 49.4 32,000,000 2,000,000 2,000,000
7,400,000 7,400,000 9,000,000
1. The stated exercise price has been adjusted for the effect of cash issues in December 2005 and in June 2007 in accordance with the
terms of the Wellington Employees Share Option Plan.
2. Subsequent to period end, these options lapsed unexercised on 9 December 2008 — see note 25.

3. Subsequent to period end, in September 2008, 4,000,000 of the options vesting on 13 March 2007 and all of the options vesting on 20
June 2007 were surrendered — see note 25 for further details.

Details of share based compensation (that relate to these share options) are provided in Note 24 - Other Reserves.

ACCUMULATED LOSSES
6 months 6 months 12 months
ended ended ended
CONSOLIDATED 30 June 08 31 Dec 07 30 Jun 07
$000s $000s $000s
Opening balance (38,305) (34,374) (28,033)
Loss for the period 4,432) (3,931) (6,341)
Accumulated losses at end of period ($42,737) ($38,305) ($34,374)
OTHER RESERVES
30 June 08 31 Dec 07 30Jun 07
CONSOLIDATED $000s $000s $000s
Share option compensation reserve 204 126 128
Currency translation reserve (58) 3 6
$146 $129 $134
Share Option Compensation Reserve
Share based compensation recognised at start of period 126 128 55
Net compensation expensed / (credited) 78 ) 73
$204 $126 $128

A description of the Wellington Employees Share Option Plan (ESOP) is provided in Note 22(b) above.

The fair value of the employee services received in exchange for the grant of options is recognised as an expense in
accordance with the Group’s accounting policies. Fair value is assessed at the date that the share options vested using a
binomial option pricing model that takes into account the exercise price, the three year term of the options, the exercise
criteria, the likelihood staff turnover, the non-tradable nature of the option, the share price at grant date and the volatility
of the returns on the underlying share and the risk-free interest rate for the term of the option.

There were no options granted during the current period. The model inputs for share options granted in the comparative
periods were as follows:
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25.

26.

2.

(a)

31 Dec 07 30 Jun 07

$000s $000s
= Options are granted at average market price for the 10 trading days on the
. . . 50.4 -49.4
N.Z. Stock Exchange prior to the date on which an offer is made plus a -
. Cents
premium of 30%;
= Expected volatility of the Company’s shares - 30.2%
» Risk-free interest rate - 6.6 -7.2%
= Expected option term - 3 years

The expected price volatility is derived by analysing the historical volatility over a recent historical period similar to the
term of the option.

30 June 08 31 Dec 07 30Jun 07
$000s $000s $000s
Currency Translation Reserve
Opening balance 3 6 -
Net compensation expensed / (credited) (61) 3) 6
Closing balance ($58) $3 $6

The Currency Translation Reserve comprises of all foreign exchange differences arising from the transaction of financial
statements of foreign operations into New Zealand dollars.

EVENTS OCCURNG AFTER BALANCE DATE

At the Annual Meeting of the Company held on 17 June 2008, shareholders approved the issue of 1,400,000 part paid
shares to Dr Ross Green, the Company’s Chief Executive Officer. These 1,400,000 part paid shares were issued in
September 2008 along with 3,550,000 (relating to senior management) to Wellington Drive Technologies Share Scheme
Trustee Limited (WSST). The issue price of the part-paid shares is the weighted average of the market price 10 trading
days prior to the issue date and 0.5 cents per part-paid share is required to be paid on issue. WSST acts as trustee holding
the part-paid shares on behalf of employees for a minimum period of 3 years. After this period (but on or before the 4™
anniversary of the issue date), provided the market price for the Company’s shares has increased by 30% from the issue
price, employees can settle the unpaid balance of their part-paid shares and transfer the shares to their name or the name
of their nominated trustee.

In September 2008 Dr Ross Green surrendered 2,000,000 share options and senior management surrendered 4,000,000 as
per note 22(b).

In December 2008 500,000 share options issued under the ESOP lapsed, unexercised.

The changes leave 900,000 share options remaining under the ESOP referred to in note 22(b). The surrender of ESOP
share options is expected to result in approximately $128,000 unexpired amortisation being charged to the Profit & Loss.

CONTINGENCIES
As at 30 June 2008 the parent entity and Group had no contingent liabilities or assets (December & June 2007: $nil).

COMMITMENTS

Capital commitments

As at 30 June 2008 the Company had no significant capital commitments outstanding and unrecognised.

As at 31 December 2007 the Company had ordered two winding machines from a supplier in Europe for a total cost of
$136,000 and had paid a deposit of 50%. The balance payable for these machines was settled when due in March 2008.

Page | 63



(b)

28.

(b)

(d

(d)

Lease commitments : Group as lessee

The Group leases various offices, facilities and equipment with the right to renew the agreements subject to a
redetermination of the lease rental by the lessor. The leases have varying terms, escalation clauses and renewal rights. On
renewal, the terms of the leases are renegotiated.

30 June 08 31 Dec 07 30Jun 07

Operating leases $000s $000s $000s
Commitments for minimum lease payments in relation to non-
cancellable operating leases are payable as follows:
Within one year 578 355 305
Later than one year but not later than five years 2,240 331 305
Later than five years 416 687 801

$3,234 $1,373 $1,411

RELATED PARTY TRANSACTIONS
Directors
The names of persons who are directors of the Company are on the inside back cover.

Key management and personnel and compensation

Key management personnel compensation for the six months ended 30 June 2008 and the periods ended 31 December
2007 and 20 June 2007 is set out below. The key management personnel are all the directors of the Company and the
senior executives that report direct to the Board.

6 months 6 months 12 months

ended ended ended
CONSOLIDATED 30 June 08 31 Dec 07 30Jun 07

$000s $000s $000s
Salaries, fees and other short term benefits 819 717 1,066
Share option remuneration 84 17 46
Bonuses - 50 -
Total $903 $784 $1,112
The following remuneration was paid or payable to directors (in dollars):
Dr R. Boven 18,333 1,731 -
Mr S. R. Beck* 14,500 15,000 22,500
Dr R. M. Green 168,317 162,500 283,250
Mr S. J. Mander 11,333 10,000 20,000
Professor R. F. Meyer 11,333 10,000 20,000
Dr R.J.Thomson 11,333 10,000 20,000

# Paid to Greenstone Fund Ltd/Pencarrow Private Equity Ltd for services rendered by Mr S.R. Beck as a director of the Company.

Transactions

Interested Transactions - There have been no transactions during the current period with interested or related parties. In the
six months ended 31 December 2008 a fee of $18,000 plus GST was paid to Stakeholder Strategies Limited, a company
associated with Dr R. Boven, for strategic planning services rendered to December 2007.

Directors’ Loans - There were no loans by the Company to Directors.

Indemmnification and insurance of officers and directors - The Company indemnifies directors and executive officers of the
Group against all liabilities which arise out of the performance of their normal duties as director or executive officer,
unless the liability relates to conduct involving lack of good faith. To manage this risk, the Group has indemnity

insurance. The total cost of this insurance expensed during the 6 month period ended 30 June 2008 was $15,000 (31
December 2007 - $11,000 : June 2007 year - $20,000).

Outstanding balances
The following balances are outstanding at the reporting date in relation to transactions with related parties:

CONSOLIDATED 30 June 08 31 Dec 07 30Jun 07
$000s $000s $000s
Payables to key management & personnel 199 200 183

Page | 64



RECONCILIATION OF LOSS AFTER TAX TO NET CASH OUTFLOW FROM OPERATING ACTIVITIES

6 months 6 months 12 months
ended ended ended
CONSOLIDATED 30 June 08 31 Dec 07 30 Jun 07
$000s $000s $000s

Loss after taxation for the period (4,432) (3,931) (6,341)
Depreciation and amortisation 743 684 1,033
Loss on sale of plant and equipment - - S
Share based payments 78 ) 73
Provision for impairment of trade receivables - 55 38
Provision for warranty 8 ) -
Net exchange differences (70) a7 6
(Increase) in trade debtors (518) (444) (766)
Tax refunds due - - 1
(Increase) in inventories 1,097 (1,613) (886)
Increase in trade creditors 862) 844 213
Increase in bank trade finance facilities 146 o) 960
Deferred landlord rental charges - - 1)
Net cash outflow from operating activities ($3,810) ($4.,431) ($5,685)
BANK FINANCE FACILITIES

30 June 08 31 Dec 07 30Jun 07
CONSOLIDATED $000s $000s 50005
Trade Credit Finance Advances (secured) $1,101 $955 $960

The advances are secured by way of a debenture security over the Company’s assets. Interest is payable at EURO bank rates
plus 1.25%.

Wellington has provided a guarantee to Yapi Kredi Bank, Turkey. Yapi Kredi Bank provides a credit line of up to
US$500,000 to Wellington Motor Teknolojileri San Tic Ltd Sti.

BUSINESS COMBINATIONS
On 13 August 2007 Wellington Drive Technologies Limited acquired 100% of the share capital of Wellington Drive

Technologies Pte Limited, a Singapore company engaged in marketing of Wellington® electric motors. The purchase

consideration was $10 which is also the fair value of net identifiable assets acquired.
The assets and liabilities arising from the acquisition on 13 August 2007 are as follows:

30 June 08 31 Dec 07 30Jun 07
$000s 50005 $000s
Cash and cash equivalents - 39 -
Receivables - 21 -
Plant, furniture and fittings - 49 -
Trade payables - (45) -
Advance from Wellington Drive Technologies Ltd - (64) -
Net identifiable assets acquired - - -
Goodwill on acquisition - - -
Bank balances to be acquired with subsidiary - 39 -
Net cash impact of acquisition $- $39 $-

The subsidiary contributed the following to the Group for the six months ended 31 December2007:
Revenue $-
Net loss $59,000

If the acquisition had occurred at 1 July 2007, the Group revenue would have been
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33.

(0)

Revenue $-
Net loss $62,000

EARNINGS PER SHARE
(1) Basic

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the

weighted average number of ordinary shares in issue during the year.

6 months
ended
30 June 08
Loss attributable to equity holders of the Company ($4,432,000)
Weighted average number of ordinary shares in issue (thousands) 333,334
Basic earnings per share (1.33 cents)

(1) Diluted

6 months
ended
31 Dec 07

($3,931,000)
306,081
(1.28 cents)

12 months
ended
30Jun 07

($6,341,000)
217,787
(2.91 cents)

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to
assume conversion of all share options. A calculation is made in order to determine the number of shares that could
have been acquired at fair value (determined as the average annual market share price of the Company’s shares) based
on the monetary value of the subscription rights attached to outstanding share options. The number of shares calculated
as above is compared with the number of shares that would have been issued assuming the exercise of share options.

6 months 6 months 12 months
ended ended ended
30 June 08 31 Dec 07 30 Jun 07
Loss attributable to equity holders of the Company ($4,432,000)  ($3,931,000)  ($6,341,000)
Weighted average number of ordinary shares in issue (thousands) 333,334 306,081 217,787
Adjustment for share options - - -
Weighted average number of ordinary shares for diluted earnings per 333,334 306,081 217,787
share (thousands)
Diluted earnings per share (1.33 cents)  (1.28 cents) (2.91 cents)
COMPANY N.Z. IFRS ADOPTION
At the date of transition fo NZ IFRS: 1 July 2006
Previous Effect of transition
CONSOLIDATED NZ FRS to NZ IFRS NZ IFRS
$000s $000s $000s
Current assets 6,732 - 6,732
Non current assets 3,626 - 3,626
Total assets 10,358 - 10,358
Current liabilities (1,861) (40) (1,901)
Net assets $8,497 ($40) $8,457
Share capital 36,434 - 36,434
Accumulated losses (27,937) 95) (28,032)
Other reserves - S5 55
Equity $8,497 (840) $8,457
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(b)

(d)

(¢)

At the end of the last reporting period under NZ FRS: 30 June 2007

CONSOLIDATED

Current assets
Non current assets
Total assets
Current liabilities
Net assets

Share capital
Accumulated losses
Other reserves

Equity

Recondiliation of loss for the year ended 30 June 2007

CONSOLIDATED

Other expenses include:

- Long service leave expense

- Share based remuneration costs
Loss for the year

Cash flow

NZ IFRS adoption has resulted in no material adjustments to the Cash Flow Statements.

Notes to the reconciliations
(1) Long Service Leave

Recognition of provision for long service leave entitlement for employees

CONSOLIDATED

Long service leave accrual
(i) Share based payment reserve

Recognition of share based payment arrangement with management in
accordance with NZ IFRS 2 Share Based Payments

Share based payment

Previous Effect of transition

NZ FRS to NZ IFRS NZ IFRS
§000s §000s $000s
21,395 - 21,395
4,863 - 4,863
26,258 - 26,258
(4,645) (46) (4,691)
$21,613 ($46) $21,567
55,806 55,806
(34,199) (174) (34,373)
6 128 134
$21,613 ($46) $21,567

Previous Effect of transition

NZ FRS to NZ IFRS NZ IFRS
$000s $000s $000s
- (6) 6)
- 73) 73)
($6,262) $79) ($6,341)
Jun 2007 Jun 2006

$000s $000s
46 40
128 55
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