AMENDED ATTACHMENT G5
FINANCIAL QUALIFICATIONS — CALCULATION OF 10% OF REVENUE
Revenue = 205 million dollars x 10% = 20.5 million dollars. Please reference page F-20

on the attached pages of the Prospectus. See the attached pages F-17 through F-43 for
financial statements.



AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF REGIONAL ENERGY HOLDINGS, INC.

F-17



INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders of Regional Energy Holdings, Inc.

We have audited the accompanying consolidated financial statements of Regional Energy Holdings, Inc.,
which comprise the consolidated statements of financial position as at December 31, 2011 and 2010, and the
consolidated statements of comprehensive income (loss), changes in equity and cash flows for the years ended
December 31, 2011 and 2010 and the period from March 17, 2009 (inception) to December 31, 2009, and a
summary of significant accounting policies and other explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit invoives performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditors consider internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Regional Energy Holdings, Inc. as at December 31, 2011 and 2010, and its financial performance and
its cash flows for the years ended December 31, 2011 and 2010 and the period from March 17, 2009 (inception)
to December 31, 2009 in accordance with International Financial Reporting Standards as issued by the
International Accounting Standards Board.

(Signed) Ernst & Young LLP

Hartford, Connecticut
November 2, 2012
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REGIONAL ENERGY HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(in thousands of U.S. doliars)

December 31, December 31,

Notes 2011 2010
ASSETS
Current
Cash and cash equivalents . ... ... ... ..o turnir .. $12,029 $ 893
Restricted cash and cash equivalents . ......................... — 4,660
Collateral deposits . .. ... .. i i i e 128 2,168
Accounts Teceivable . ... ... e e e 24,309 17,156
Income tax receivable . . .. .. . . e e — 137
Other CUITENt a558t8 . . . v v ittt e ettt it s e e e 237 351
36,703 25,365
Property and equipment . . ... ...t s 7 194 236
Intangible assets . . . .. ... e 8 339 460
Deferred 1ax @886t . . . . . oottt e e e e e e 12 995 —
L L4111 e 12 12

$38,243 $26,073

LIABILITIES AND SHAREHOLDERS’ EQUITY

Liabilities
Current
Trade and other payables ... ...... . .ouiriri i, $22,829 $22,737
Income taxpayable . . .. ... ... . i 12 2,108 —
Series A convertible preferred stock . . ... ... ... .. o o oL 9 7,700 —
Other current financial liabilities ... .......... ... ... ... ..., 10 468 559
33,105 23,296
Long-term liabilities
Series A convertible preferred stock. .. ... ... ... oo 9 — 2,357
Warrant liability . ......... .. o e 9 10 256 30
Other long-term liabilities . .. .......... ... ... .. o i in 33 24
289 2,411
Shareholders’ equity
Share capital .. ... ... ... 13 1 1
Paid-incapital .. ...... ... e 8,441 7,784
Deficit. . e e e e (3,593) (7,419)
4,849 366

$38,243 $26,073

See accompanying notes to the consolidated financial statements.

F-19



REGIONAL ENERGY HOLDINGS, INC,
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(in thousands of .S, dollars)

Year ended

December 31,

December 31,

March 17,
2009 (inception)
to December 31,

Notes 2011 2010 2009
REVENUE . ... ... it e e e $205,458 $56,615 $ 2,240
Costofsales . .......... ... 000 iiieiinnn.. 163,552 45,090 1,893
Gross margin ... ........ ... .. e 41,906 11,525 347
Expenses
Selling expenses. .. ... ..ot e 10,980 3,309 127
General and administrative expenses. .. .............. 19,784 7,926 5,131
Depreciation and amortization ... .................. 7, 8 339 209 30

31,103 11,444 5,288

Operating income (loss). .. ....................... 10,803 81 (4,941)
Other income (expense)
Finance Costs. . ...t n et e e (5,665) (1,955) (45)
Change in fair value of derivative instruments ... ....... 10 (42) (559) —
Income (loss) before income taxes .................. 5,096 (2,433) (4,986)
Provision for income taxes . ... ... . . e, 12 1,270 — —
Net income (loss) and total comprehensive income (loss) . . $ 3,826 $(2,433) $(4,986)

See accompanying notes to the consolidated financial statements.
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Balance, March 17, 2009 (inception)
Issuance of common stock . .. ...............

Balance, December 31, 2009

Stock-based compensation . .. ....... .. ...

Balance, December 31, 2010
Issuance of warrants

Balance, December 31, 2011

REGIONAL ENERGY HOLDINGS, INC.,
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(in thousands of U.S. dollars)

Common Stock

Paid-in

Notes Shares Par Value  Capital Deficit Total

.......... — $— $— $—  §—
200,000 1 999 — 1,000
Stock-based compensation ... .. ... ... ... 11 800,000 — 4,000 — 4,000
Net loss and total comprehensive loss. .. ....... — — — (4,986) (4,986)
................ 1,000,000 1 4999 (4986) $§ 14
Issuance of common stock . . ................ 11 158,548 — 2,000 — 2,000
11 — — 785 — 785
Net loss and total comprehensive foss. . ........ — — — (2,433) (2,433)
................ 1,158,548 1 7,784  (7,419) 366
...................... 9, 10 — — 657 — 657
Net income and total comprehensive income . . .. — - — 3,826 3,826
................ 1,158,548 $ 1  $8,441 $(3,593) $ 4,849

See accompanying notes to the consolidated financial statements.
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REGIONAL ENERGY HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands of U.S. dollars)

March 17,

Year ended 2009 (inception)
December 31, December 31, to December 31,
Notes 2011 2010 2009
Net inflow (outflow) of cash related to the following
activities
Operating
Netincome (I0S8) . ..ottt er i e e, $ 3,826 $(2,433) $(4,986)
Add (deduct) items not affecting cash
Depreciation of property and equipment . . .. ........ 7 109 43 —
Amortization of intangibles ..................... 8 230 131 30
Change in fair value of derivative instruments . ....... 10 42 559 —
Deferred income taxes . ... oo v vei v 12 (995) — —
Bad debtexpense ........... ..ot 512 68 —
Finance costs. . . ..ot it i e e e 85 37 —
Stock-based compensation ...................... — 785 4,000
3,809 (810) (956)
Net change in operating assets and liabilities . ......... 14 2,028 (1,785) 119
5,837 (2,595) (837)
Investing
Purchase of property and equipment ................ 7 (67) (279) —
Purchase of intangible assets . ..................... 8 (109) {459) (162)
(176) (738} (162)
Financing
Isswance of commonstock . . ... . ... v, 11 — 2,000 1,000
Series A convertible preferred stock . . ............... 9 5,475 2,225 —
5,475 4,225 1,000
Netcashinflow. . ... ..o it et e 11,136 892 1
Cash and cash equivalents, beginning of year . ... ...... 893 1 —
Cash and cash equivalents, end of year. .............. $12,029 $ 893 $ 1
Supplemental cash flow information
Imterestpaid . . .. ... .. i 4,331 1,559 45
Income taxes paid . . .. ... oo v i e 20 137 —

See accompanying notes to the consolidated financial statements.
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2.

REGIONAL ENERGY HOLDINGS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(in thousands of U.S. dollars, unless otherwise stated)

NATURE AND ORGANIZATION

Regional Encrgy Holdings, Inc. (“REH”)} is an independent energy marketer of retail electricity and natural gas to residential and
commercial customers, REH is a holding company that operates through its wholly-owned operating subsidiaries: Viridian Energy Inc.,
Viridian Energy PA LLC, Viridian Energy NY LLC, Cincinnati Bell Energy LLC (formerly, Viridian Energy NJ LLC), FairPoint
Energy LLC (formerly Viridian Energy MD LLC), Viridian Network LLC and FTR Energy Services LLC (formerly Viridian Energy
NG, LLC).

REH and its subsidiaries (collectively, the “Company™) provide retail electricity to its customers in the Connecticut, Illinois, Maryland,
New Jersey, New York, Ohio and Pennsylvania markets. The Company is licensed by the Federal Energy Regulatory Commission
(“FERC”) as a power marketer. In addition to the states in which the Company currently operates, the Company is also licensed,
certified, or otherwise qualified by applicable state agencies to supply retail electricity in Maine, New Hampshire, Massachusetts and
the District of Columbia and to supply retail natural gas in New Jersey, New York, Pennsylvania and Ohio.

The Company was incorporated and commenced operations on March 17, 2009 (inception) and is domiciled in the United States of
America and the address of its registered office is 64 North Main Street Norwalk, Connecticut, USA, The consolidated financial
statements include the accounts of REH and its subsidiaries.

OPERATIONS

The Company’s business involves the sale of electricity to residential and commercial customers under variable-priced contracts. The
Company derives its gross margin from the difference between the price at which it sells the commodities to its customers and the price
at which it purchases the associated volumes from its suppliers.

BASIS OF PRESENTATION
Basis of presentation and adoption of IFRS

The Company prepares its consalidated financial statements in accordance with International Financial Reporting Standards (“IFRS™),
as issued by the International Accounting Standards Board (“IASB"). The Company adopted IFRS from March 17, 2009 (inception),
and thus there was no impact on the opening period.

The consclidated financial statements are presented in U.S. dollars, the functional currency of the Company, and all values are rounded
to the nearest thousands. The consolidated financial statements are prepared on a going concern basis under the historical cost
convention except for certain financial assets and liabilities which are stated at fair value.

Principles of consolidation

The consolidated financial statements include the accounts of REH and its subsidiaries as at December 31, 2011. Subsidiaries are
consolidated from the date of acquisition and control, and continue to be consolidated until the date that such control ceases. All
intercompany balances, income, expenses, and unrealized gains and losses resulting from intercompany transactions are eliminated on
consolidation.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of these financial statements requires the use of estimates and assumptions to be made in applying accounting policies
that affect the reported amounts of assets and liabilities and disclosure of contingent liabilities, at the date of the financial statements,
and the reported income and expenses during the reporting period.

Judgment is commonly used in determining whether a balance or transaction should be recognized in the financial statements and
estimates and assumptions are more commonly used in determining the measurement of recognized transactions and balances.
However, judgment and estimates are often interrelated, As the basis for its judgments, management uses estimates and related
assumptions which are based on previous experience and various commercial, cconomic and other factors that are considered
reasonable under the circumstances. These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions fo
accounting estimates are recognized in the period in which the estimate is revised. Actual outcomes may differ from these estimates
under different assumptions and conditions.
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REGIONAL ENERGY HOLDINGS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(in thousands of U.S, dollars, unless otherwise stated)

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (Continued)

Judgments, made by management in the application of IFRS that have a significant impact on the consolidated financial statements
relate to the following:

Revenue recognition

Accounts receivable includes an unbilled receivables component, representing the amount of electricity consumed by customers as at
the end of the period but not yet billed. Unbilled receivables are estimated by the Company based on the number of units of electricity
consumed but not yet billed, based on estimates using usage data available, multiplied by the current customer average sales price
per unit.

Accounts receivable

The Company reviews its accounts receivables at each reporting date to assess whether an allowance needs to be provided to reflect
estimated amounts that will not be collected from customers. In particular, judgment by management is required in the estimation of
the amount and timing of collectability of accounts receivable, based on financial conditions, the aging of the receivables, customer and
industry concentrations, the current business environment and historical experience, These estimates are based on assumptions about a
number of factors and actual results may differ, resulting in future changes to the allowance.

Fair value of financial instruments

Determining the value of derivative instruments requires judgment and is based on market prices or management’s best estimates if
there is no market and/or if the market is illiquid. Where the fair value of financial instruments recorded cannot be derived from active
markets, they are determined using valuation techniques including discounted cash flow models. The inputs to these models are taken
from observable markets where possible, but where this is not feasible, a degree of judgment is required in establishing fair values. The
judgment includes consideration of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about these factors
could affect the reported fair value of financial instruments. The fair value of derivative instruments is significantly influenced by the
variability of forward spot energy.

Impairment

In assessing the value of intangible assets for potential impairment, assumptions are made regarding future cash flows. These
calculations require the use of estimates. If these estimates change in the future, the Company may be required to record impairment
charges related to intangible assets.

Deferred taxes

Significant management judgment is required to determine the amount of deferred tax assets that can be recognized, based upon the
likely timing and the level of future taxable income realized, including the usage of tax-planning strategies.

Useful life of property and equipment and intangible assets

The amortization method and useful lives reflect the pattern in which management expects the asset’s future economic benefits to be
consumed by the Company.

SIGNIFICANT ACCOUNTING POLICIES

Cash and eguivalents

Cash and cash equivalents consists of cash with financial institutions and includes highly liquid investments with original maturities of
three months or less. At any time, cash in banks may exceed federally insured limits.

Restricted cash and cash equivalents

Restricted cash and cash equivalents are pledged as collateral for energy purchase and other obligations as required under the
Company's Supplier Agreement with Macquarie Energy LLC (note 9).
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5.

REGIONAL ENERGY HOLDINGS, INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(in thousands of U.S. dollars, unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Collateral deposits

Collateral deposits represent cash which is posted with State regulatory entities, independent system operators (“ISO), utilities or
other counterparties as collateral for assurance bonds, required collateral in order to operate in certain markets or for other financial
assurance programs. They are classified as current or long-term depending on the duration and nature of the deposit requirements.

Accounts receivable

The Company delivers electricity to its customers through local distribution companies (“LDCs"”), many of which guarantee amounts
due from customers for consumed electricity. Accounts receivable primarily represents amounts due for electricity consumed by
customers net of an allowance for estimated amounts that will not be collected from customers.

Credit risk and allowance for doubtful accounts

The Company exclusively operates in electric utility markets which have purchase of receivables (“POR”) programs in place under
which the utilities assume the credit risk associated with the customer billings. Consequently, the company’s exposure to credit risk
concentration is limited primarily to those [ocal utilities that collect and remit receivables on a daily or monthly basis. The Company’s
customers are individually insignificant and geographically dispersed. The Company regularly monitors the financial condition of each
such local utility and currently believes that its susceptibility to an individually significant write-off as a result of concentrations of
customer accounts receivable with those LDCs is remote.

In the New Jersey market, the POR program is a limited recourse POR program. In this market, after customers have been delinquent
with the utilities for an extended period, receivables are billed and collected by the Company. The Company bears the credit risk on
these accounts and records an appropriate allowance for doubtful accounts to reflect any losses due to non-payment by customers, The
Company maintains an aillowance for doubtful accounts, which represents management’s estimates of probabie losses inherent in the
accounts receivable balance based on known troubled accounts, historical experience, account aging and other current available
information.

Property and equipment

Property and equipment are recognized at cost less accumulated depreciation and any accumulated impairment losses. Cost includes
expenditures that are directly attributable to the acquisition of the asset, to bring the asset to a working condition for its intended use.
The commencement date for capitalization of costs occurs when the Company first incurs expenditures for the qualifying assets and
undertakes the required activities to prepare the assets for their intended use.

Depreciation commences when the assets are available for use and is recognized on a straight-line basis to depreciate the cost of these
assets to their estimated residual value over their estimated useful lives. Maintenance and repairs are charged to expense as incurred.
‘When significant parts of an item included in fixed assets have different useful lives, they are accounted for as separate components of
the asset and depreciated over their estimated useful life on a straight-line basis.

Estimated useful lives are as follows:

Asset category Depreciation methed  Useful life
Office furniture and equipment . . . . . . . e e e Straight line 3 years
Computer hardware . . .. . . . i i e e e e e Straight line 3 years
Leasehold improvements . . . .. . .. .. .. e Straight line 3 years

Depreciation methods, useful lives and residual values are reviewed at each financial year end and are adjusted if appropriate.

An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected to arise from the
continued use of the asset, Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in net income in the period the item is derecognized.

Intangible assets

Intangible assets are measured at cost at their initial recognition and are carried at cost less any accumulated amortization and any
accumuiated impairment losses.
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5.

REGIONAL ENERGY HOLDINGS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(in thousands of U.S. dollars, unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible assets with finite useful lives are amortized over the useful economic life and assessed for impairment whenever there is an
indication that the intangible assets may be impaired. The amortization method and useful life of an intangible asset with a finite useful
life is reviewed at least once annually, Changes in the expected life or pattern of consumption of future economic benefits are accounted
for by changing the amortization period or method, as appropriate, and treated as a change in accounting estimate and recorded on a
prospective basis. The amortization expense related to intangible assets with finite lives is recognized in the consolidated statement of
comprehensive income (loss) in depreciation and amortization expense.

Intangible assets consist of computer related software.

Gains and losses arising from the derecognition of intangible assets are measured as the difference between the net disposal proceeds
and the carrying amount of the asset, and are recognized in the consolidated statement of comprehensive income (loss) when the asset
is derecognized.

Asset catepory Amortization method  Useful life
Computer SOfWALE . . . . o vt e e e e e Straight line 3 years

Impairment of non-financial assets

At each statement of financial position date, the Company reviews the carrying amounts of its finite life non-financial assets, including
property and equipment and intangibles to determine whether there is any indication of impairment.

For the purposes of reviewing finite [ife non-financial assets for impairment, asset groups are reviewed at their lowest level for which
identifiable cash inflows are largely independent of cash inflows of other assets or groups of assets. This grouping is referred to as a cash
generating unit ("CGU™),

If it is not possible to estimate the recoverable amount of an individual asset, the recoverable amount of the CGU to which the asset

belongs is tested for impairment. Corporate assets are tested for impairment at the minimum callection of CGUs to which the corporate
asset can be allocated reasonably and consistently.

The recoverable amount of a CGU is the greater of its value in use and its fair value less costs to sell. An impairment loss is recognized
if the carrying amount of a CGU exceeds its recoverable amount. Impairment losses are recognized in profit and loss in the period in
which they occur. Where impairment, other than for goodwill, subsequently reverses, the carrying amount of the asset is increased to the
extent that the carrying value of the underlying asset does not exceed the carrying amount that would have been determined, net of
depreciation, if no impairment had been recognized. Impairment reversals are recognized in profit and loss in the period in which
they occur.

Provisions

Provisions are recognized to the extent that we determine it is probable that the Company will be required to settle a present obligation
(legal or constructive) and a reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end of the
reporting period, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using the
cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a receivable is
recognized as an asset if it is virtuafly certain that reimbursement will be received and the amount of the receivable can be measured
reliably.

At the end of the reporting periods presented, the Company has no material provisions.

Firance Costs

Finance costs are primarily incurred on the Company's Supplier Agreement and the Series A convertible preferred stock, which is
expensed in the period in which it is incurred (note 9}.
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5.

REGIONAL ENERGY HOLDINGS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(in thousands of U.S., dollars, unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Contingencies

A contingent liability is disclosed where the existence of an obligation will only be confirmed by future events, or where the amount of a
present obligation cannot be measured reliably or will likely not result in an economic outflow. Contingent assets are only disclosed
when the inflow of economic benefits is probable. When the economic benefit becomes virtually certain, the asset is no longer
contingent and is recognized accordingly.

Liabilities associated with Series A convertible preferred stock

On December 15, 2010, the Company raised capital by issuing Series A convertible preferred shares. Given the fixed dividend
component and the redemption obligation which is outside the control of the Company, the instrument does not meet the criteria 1o be
recorded as equity. Accordingly, the preferred shares have been recorded as a liability and the distributions accrued and paid under this
instrument are recorded as finance costs.

Stock based compensation

All transactions involving stock-based payments are recognized as an expense over the vesting period. The cost of stock-based
compensation is measured by reference to the fair value of the award on the date when it was granted. Awards are valued at the grant
date and are not adjusted for changes in the prices of the underlying shares and other measurement assumptions.

The cost of equity-settled transactions are recognized, together with the corresponding increase in equity, over the period in which the
performance or service conditions are fulfilled, ending on the date on which the grantee becomes fully entitled to the award. The
cumulative expense recognized for equity-settled transactions at each reporting date reflects the extent to which the vesting period has
expired and the Company's best estimate of the number of awards that will ultimately vest. When the options are exercised or
exchanged, the amounts credited to paid in capital are reversed and credited to share capital.

Income taxes
Income tax expense consists of current and deferred tax expense,

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted at period end, adjusted for
amendments to tax payable with regards to previous years,

Deferred tax assets and liabilities are recognized for deferred tax consequences attributable to differences between the Company’s
financial statement carrying amounts of existing assets and Habilities and their respective tax bases. Deferred tax assets and liabilities are
measured using the enacted or substantively enacted tax rates expected to apply when the asset is realized or the liability settled.

The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income and loss in the period that substantive
enactment occurs.

A deferred tax asset is recognized to the extent that it is probable that future taxable income will be available against which the asset can
be utilized. To the extent that the Company does not consider it probable that a deferred tax asset will be recovered, the deferred tax
asset is reduced.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off tax assets against tax Habilities and when
they relate to income taxes levied by the same taxation authority and the Company intends to settle its tax assets and [iabilities on a
net basis.

Revenue recognition

Energy sales

Revenue is recognized based on consumption. Sales of electricity are billed based upon information received from the local utilities.
The billing cycles for customers do not coincide with the accounting periods used for financial reporting purposes. Electricity that has
been consumed by a customer, but not yet billed to that customer, is estimated on an accrual basis and included in revenue during the
period in which it was consumed. Such estimates are refined in subsequent periods upon obtaining customer billing information from
the utilities. Changes in these estimates are reflected in revenue in the period they are refined.

The Company’s operations are seasonal. Electricity consumption is typically highest in January, February, July and August. Electricity
consumption is lowest in October through December and April through June.
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REGIONAL ENERGY HOLDINGS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(in thousands of U.S, dollars, unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cost of sales

Direct energy costs are recognized concurrently with the related energy sales. Direct energy costs include the commodity cost of
purchased electricity, costs associated with energy delivery fecs incurred from various energy related service providers, the cost of
Renewable Energy Certificates and fees and charges from the ISOs and the LDCs. The Company estimates and accrues for these fees
based on invoices, activity levels, preliminary settlements and other available information. Final determination and settlements of these
charges may take up to several months following the month of delivery and are adjusted as information become available.

Fee revenue

Fee revenue primarily consists of sign-up fees and other monthly fees received from the Company’s independent contractor sales
associates in the Viridian Network sales channel. The sign-up fees component of fee revenues is recognized over the one year term of
the agreement with the individual contractor and the monthly fees are recognized on a monthly basis.

Coilection of sales tax

Sales tax is added to customer bills for many markets served by the Company. Sales tax collected from customers on behalf of
governmental entities is recorded on a net basis. Such amounts are excluded from the Company’s revenues and are recorded in trade
and other payables on the consolidated statement of financial position until they are remitted to the appropriate governmental entities.

Financial instruments

Financial assets and liabilities are recognized when the Company becomes a party 1o the contractual provisions of the financial
instrument. Financial assets are derecognized when the contractual rights to receive cash flows from the financial asset expire, or if the
Company transfers the control or substantially all the risks and rewards of ownership of the financial asset to another party. Financial
liabilities are derecognized when obligations under the contract expire, are discharged or cancelled.

Financial instruments are measured at fair value on initial recognition of the instrument. Measurement in subsequent periods depends
on whether the financial instrument has been classified as “fair value through profit or loss,” “loans and receivables,”
“available-for-sale,” “held-to-maturity” or “financial liabilities measured at amortized cost.”

Financial assets and financial liabilities classified as fair value through profit or loss are either classified as held for trading or designated
at fair value through profit or loss and are measured at fair value with changes in those fair values recognized in profit or loss.

Financial assets classified as loans and receivables, held-to-maturity and financial liabilities measured at amortized cost are measured at
amortized cost using the effective interest method of amortization.

Financial assets classified as available-for-sale are measured at fair value, with changes in fair value recognized in accumulated other
comprehensive income (loss).

All derivative instruments are classified as held for trading.

The Company’s financial assets and financial liabilities are classified and measured as follows:
pany

Asset/Liability Classification Measurement
Derivative CORITACIS . . . . . . . . oo it e i e e e e Held for trading Fair value
Accounts receivable . .. .. ... e e e Loans and receivable Amortized cost
Collateral deposifs . . ... .. .. i i i i e e e s Held for trading Fair value
Trade and other payables . . . .. .. .. .. e Other financial liabilities =~ Amortized cost
Series A convertible preferred stock . . . . ... . . L e Other financial liabilities  Amortized cost
Warrant liability . . . . . ... . . e e Other financial liabilities  Fair value

The Company has not classified any financial assets as available-for-sale.

Fair values are determined based on the quoted market values where available from active markets. If the financial asset is not traded in
an active market, the Company establishes the fair value through valuation techniques taking into account external market inputs
where possible.

Gains and losses on fair value of derivative instruments are recognized in net income in the period in which they are incurred.
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5.

REGIONAL ENERGY HOLDINGS, INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(in thousands of U.S. dollars, unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Transaction costs are capitalized to the carrying amount of the instrument and amortized using the effective interest method, other than
those related to financial instruments measured at fair value through net income, which are expensed as incurred.

Impairment of financial instruments

Financial assets, other than those classified as fair value through profit or [oss, are assessed for indicators of impairment at each period
end. Financial assets are impaired when there is objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows of the investment have been impacted.

Objective evidence of impairment could include the following:
* Significant financial difficulty of the issuer or counterparty,
+ Default or delinquency in interest or principal payments; or
¢ It has become probable that the borrower will enter bankruptey or financial reorganization.

For financial assets carried at amortized cost, the amount of the impairment is the difference between the asset's carrying amount and
the present value of the estimated future cash flows, discounted at the financial asset’s original effective interest rate.

The carrying amount of all financial assets, excluding trade receivables, is directly reduced by the impairment loss. The carrying amount
of trade receivables is reduced through the use of an allowance account. When a trade receivable is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries of amounts previously written off are credited against the allowance
account. Changes in the carrying amount of the allowance account are recognized in net income.

With the exception of available-for-sale instruments, if, in a subsequent period, the amount of the impairment loss decreases and the
decrease relates to an event occurring after the impairment was recognized the previously recognized impairment loss is reversed
through net income. On the date of impairment reversal, the carrying amount of the financial asset cannot exceed its amortized cost had
impairment not been recognized.

Comprehensive income (loss)

The Company is required to report total comprehensive income (loss) and its components in the financial statements. The Company has
no items impacting other comprehensive income (loss) and, accordingly, the Company’s net income (loss) equals total comprehensive
income (loss).

FUTURE ACCOUNTING PRONOUNCEMENTS

The TASB amended IFRS 7 “Financial Instruments: Disclosure” and TAS 32 “Financial Instruments: Presentation” to enhance
disclosure requirements and clarify the requirements for the offsetting of financial assets and liabilities. The amendments are effective
for years beginning on or after January 1, 2013 and January 1, 2014, respectively. The Company has not yet assessed the impact of this
standard or determined whether it will adopt the standard early.

The IASB issued IFRS 9 “Financial Instruments: Classifications and Measurement”. This is the first part of a new standard on the
classification and measurement of financial assets that will replace IAS 39 “Financial Instruments: Recognition and Measurement”.
IFRS 9 has two measurement categories: amortized cost and fair value. All equity instruments are measured at fair value. A debt
instrument is measured at amortized cost only if the entity is holding it to collect contractual cash flows and the cash flows represent
principal and interest, otherwise it is at fair value through profit or loss. IFRS 9 was also updated to include gnidance on financial
liabilities and derecognition of financial instruments. This guidance is similar to the guidance included in IAS 39 relating to financial
liabilities and derecognition of financial instruments, IFRS 9 is effective for years beginning on or after January 1, 2015, The Company
has not yet assessed the impact of this standard or determined whether it will adopt the standard early.
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FUTURE ACCOUNTING PRONOUNCEMENTS (Continued)

The TASB issued IFRS 10 “Consolidated Financial Statements”, which replaces portions of IAS 27, “Consolidated and Separate
Financial Statements” and interpretation SIC-12 “Consolidation — Special Purpose Entities”, The new standard requires consolidated
financial statements to include all controlled entities under a single control model. As required by this standard, control is reassessed as
facts and circumstances change. All facts and circumstances must be considered to make a judgment about whether the Company
controls another entity; there are no clear lines. Additional guidance is given on how to evaluate whether certain relationships give the
Company the current ability to affect its returns, including how to consider options and convertible instruments, holding less than a
majority of voting rights, how to consider protective rights, and principal-agency relationships (including removal rights), all of which
may differ from current practice. IFRS 10 is effective for years beginning on or after January 1, 2013, The Company has not yet assessed
the impact of this standard or determined whether it will adopt the standard early.

The TASB issued IFRS 11 “Joint Arrangements”, which applies to accounting for interests in joint arrangements where there is joint
control, The standard requires the joint arrangements to be classified as either joint operations or joint ventures. The structure of the
joint arrangement would no longer be the most significant factor when classifying the joint arrangement as either a joint operation or a
joint venture. In addition, the option to account for joint ventures {previously called jointly controlled entities) using proportionate
consolidation will be removed and replaced by equity accounting. IFRS 11 is effective for years beginning on or after January 1, 2013.
The Company has not yet assessed the impact of this standard or determined whether it will adopt the standard early.

The IASB issued IFRS 12 “Disclosure of Interests in Other Entities”, which includes disclosure requirements about subsidiaries, joint
ventures, and associates, as well as unconselidated structured entities, and replaces existing disclosure requirements. Due to this new
standard, the Company will be required to disclose the following: judgments and assumptions made when deciding how to classify
involvement with another entity, interests that non-controiling interests have in consolidated entities, and nature of the risks associated
with interests in other entities. IFRS 12 is effective for years beginning on or after January 1, 2013. The Company has not yet assessed
the impact of this standard or determined whether it will adopt the standard carly.

The IASB issued IFRS 13 “Fair Value Measurements,” which provided guidance for fair value measurements, when fair value is
required or permitted by IFRS. Upon adoption, the standard will provide a single framework for measuring fair value while requiring
enhanced disclosures when fair value is applied. In addition, fair value will be defined as the ‘exit price’ and concepts of ‘highest and
best use’ and ‘valuation premise’ would be relevant only for non-financial assets and liabilities. IFRS 13 is effective for years beginning
on or after January 1, 2013, The Company has not yet assessed the impact of this standard or determined whether it will adopt the
standard early.

The IASB rcissued IAS 27 “Separate Financial Statements”, to reflect the change as the consolidation guidance has recently been
included in IFRS 10.

In addition, TAS 27 will now only prescribe the accounting and disclosure requirements for investments in subsidiaries, joint ventures
and associates when the Company prepares separate financial statements. IFRS 27 is effective for years beginning on or after
April 1, 2013, The Company has not yet assessed the impact of this standard or determined whether it will adopt the standard early.

The IASB amended IAS 28 “Investments in Associates and Joint Ventures” as a consequence of the issue of IFRS 10, IFRS 11 and
IFRS 12. IAS 28 has been amended and will further provide the accounting guidance for investments in associates and will set out the
requirements for the application of the equity method when accounting for investments in associates and joint ventures. This standard
will be applied by the Company when there is joint control or significant influence over an investee. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but does not include control or joint control of those policy
decisions. When it has been determined that the Company has an interest in a joint venture, the Company will recognize an investment
and will account for it using the equity method in accordance with TAS 28. IAS 28 is effective for years beginning on or after
April 1, 2013. The Company has not yet assessed the impact of this standard or determined whether it will adopt the standard early.

The IASB amended TAS 1 “Presentation of Financial Statements” to expand on the disclosures required of items within other
comprehensive income (loss). The revised standard requires that an entity distinguishes between those items that are recycled to profit
and loss versus those items that are not recycled. Retrospective application is required and the standard is effective for annual periods
beginning on or after July 1, 2012. The Company has not yet assessed the impact of this standard or determined whether it will adopt
the standard early.

The IASB amended IAS 12 “Income Taxes” in December 2010, in certain areas applicable to the measurement of deferred tax liabilities
and deferred tax assets when investment property is measured using the fair value model. The amendment states that an entity may
presume, for purposes of calculating deferred income taxes associated with temporary differences relating to investment properties, that
the carrying amount of an investment property is recovered entirely through its sale, as opposed to presuming that the properties are
held with the objective to consume substantially all of the economic benefits of the invesiment property over time. This amendment
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replaces SIC-21 and is effective for annual periods beginning on or after January 1, 2012. The adoption of this amendment will have no

impact on the Compary.

TAS 19 Employee Benefits was issued by the IASB in June 2011. IAS 19 amends the existing standard to eliminate options to defer the
recognition of pains and losses in defined benefit plans, requires re-measurement of a defined benefit plan’s assets and liabilities to be
presented in other comprehensive income (loss) and increases the disclosure. This amended standard is effective for annual periods
beginning on or after January 1, 2013. Earlier application is permitted. The adoption of this amendment will have no impact on the

Company.

PROPERTY AND EQUIPMENT

Office

Computer furniture Leasehold
2011 hardware  and equipment improvements Total
Cost
Balance as at January 1, 2011 ... ..o oo e $20 $73 $186 $ 279
Additions . ... .. . e e e e 41 26 67
Balance as at December 31, 2011 ... . ... .. .. .. e 20 114 212 346
Accumulated depreciation and impairment
Balance asat January 1, 2011 . .. . ... ... .. i i (6) (12) (25) {43)
Depreciation ... .. ... .. i i e e ()] _(35) ﬂ) (109)
Balance as at December 31,2011 ... ... ... ... ... .. .. ....... (12) “@n (93) (152)
Net book value — December 31,2011 ., .. ... ... ... v § 8 $ 67 $119 § 194

Office

Computer furniture Leasehold
2010 hardware and equipment improvements Total
Cost
Balance as at January 1, 2010, . . .. ... ...t — — $— §rr
Additions . ... . e e e e e, 20 73 186 279
Balance as at December 31,2010 . . . .. ... . .. .. . . 20 73 186 279
Accumulated depreciation and impairment
Balance as at January 1, 2010 . . . . . ... ... . . . . —_ — — —_
Depreciation .. ... ... . it e e (6) (12) {25) (43)
Balance as at December 31,2010 ... .. ... ... ... i, (6) (12) (25) (43)
Net book value — December 31,2010 ... .................... $14 $ 61 $161 $236
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INTANGIBLE ASSETS

2011 Computer Software
Cost

Balance as at January 1, 20011 . . . L Lo e e e e e $ 621

0 L e T 109
Balance as at December 31, 2001 . ., ... L e e e e e e e 730
Accumulated amortization and impairment

Balance as at January 1, 2011 . . . . . .. o e e e e e e e (161)
AMOTZAation . . . .. e e e e e e (230)
Balance as at December 31, 2011 . . ... .. e e e e e (391)

Net book value — December 31, 2011 . . . .. . ottt e e e e $ 339

2010 Computer Software
Cost

Balance as at January 1, 2000 . . . L. . L e e e e e e e e $ 162

L L0 1T 459
Balance as at December 31, 2010 . . ... L e e e e e e e 621
Accumulated amortization and impairment

Balance as at January 1, 2010 . . . . . . .. L. i e e (30)
AMOIHZALION .« o v i ittt e et e e e e e e (131)
Balance as at December 31, 2010 . . ... . L e e e e e e e s (161)

Net book value — December 31, 2010, . . . oottt e e e e $ 460

At December 31, 2011, the remaining amorltization period was 0.9 years (2010 — 2.3 years).

FINANCING
Macquarie Energy Supplier Agreement

In September 2010, the Company entered into several agreements (the “Supplier Agreement”) with Macquarie Energy LLC
(“Macquarie Energy™) for the exclusive supply of the Company’s wholesale energy needs and hedging requirements for a term of three
years, Under the Supplier Agreement, Macquarie Energy assumes the responsibility for mesting all the credit and collateral
requirements with each ISQ. Under the Supplier Agreement, the local utilities serving the Company’s customers are directed to remit
all customer payments into a designated restricted bank account, (the “Lockbox”), and the funds in that account are used to pay
Macquarie Energy for the energy supplied and other fees and interest due under the Supplier Agreement. The trade payables are
secured by funds pledged in the Lockbox, accounts receivable and all other assets in the Company. The funds in the Lockbox were
subject to a minimum balance requirement of $1,000 for the term of the agreement.

Macquarie Energy extends trade credit to the Company to buy wholesale energy supply, with all amounts due being payabie in the
month following delivery of the energy. The credit extended under the Supplier Agreement was limited to a twelve month megawatt
hour cap of 2,000,000 MWh, is subject to certain standard financial covenants, and is limited to a calculated credit base based on
restricted cash in the Lockbox and billed and unbilled receivables. The Company incurs a volumetric fee based on the wholesale energy
delivered, which is included in finance costs in the statement of comprehensive income. The Supplier Agreement contained a deferred
payment provision under which payables can be extended for an additional month subject to the lower of the available credit base and a
deferred payment cap. The deferred payment cap was $6,500 for the first six months of the term and the lesser of $10,000 or 30% of the
credit base for the remainder of the term. In addition, the deferred payment provision contained a limited cash line of credit facility for
the first six months of the term for funding of the Company’s operating expenses. Under this cash line, the Company could draw cash to
cover its monthly operating expenses subject to various criteria including credit base restrictions, the prior months operating expenses
and the cumulative deferred payment cap. All deferred payments under this line are subject to an annual interest rate of 13% and all
amounts drawn were repayable in full the following month, The Supplier Agreement contained minimum annual payment requirements
over the term of the agreement aggregating $525 as well as certain customary financial covenants. The Company was in compliance with
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FINANCING (Continued)

these minimum annual payment requirements and covenants as at December 31, 2011. The Company is able to terminate the Supplier
Agreement by prior written notice and the payment of certain minimum termination fees.

During 2011, the Company and Macquarie Energy amended the terms of the Supplier Agreement to provide a number of
enhancements to the facility. In February 2011, a letter of credit facility of up to the lesser of $10,000 or 20% of the calculated credit
base was added. Letters of credit issued under this ling are subject to an annual interest rate of 8%, In December 2011, the following
amendments were made to the Supplier Agreement: the 2,000,000 MWh cap was removed; the overall facility limit was set at $100,000;
a working capital facility including a cash advance facility and a letter of credit facility was established with a sub-limit of $25,000 to
replace the existing letter of credit facility and deferred payments facility with letters of credit at an annual interest rate of 8% and with
cash advances at an annual interest rate of LIBOR plus 8%; the term of the Supplier Agreement was extended to December 2014, the
$1,000 minimum cash balance in the Lockbox was removed; the minimum annual payments were removed; the ability to market natural
gas to customers and procure natural gas and hedge these purchases was added and the ability to sell fixed price contracts to customers
and to hedge these sales through forward purchases was added.

As at December 31, 2011, Macquarie Energy had extended trade credit to the Company totailing $13,042 (2010 — $16,936), under the
Supplier Agreement, including deferred payments in 2010 of $6,074. At December 31, 2011, letters of credit totalling $3,600 and no cash
advances were drawn under the working capital facility. Total interest paid under the working capital facility for letters of credit and
under the deferred payment provision totaled $362 (2010 — $152).

As at December 31, 2011, the availability under the Supplier Agreement was $1,745 (2010 — $1,403).

Warrants issued to Macquarie Energy

In conjunction with the expansion of the Supplier Agreement in December 2011, the Company issued 163,532 warrants to Macquarie
Energy (the “Macquarie Warrants™), each exercisable for one share of the Company’s common stock at any time through November 30,
2017. Each of the Macquarie Warrants had an exercise price equal to $61.15 per share, subject to standard adjustments.

The fair value of the Macquarie Warrants was estimated using the Black-Scholes valuation model as at the date of the grant and is
amortized over the term of the supplier agreement. The unamortized value of the Macquarie Warrants is included in trade and other
payables in the consolidated statement of financial position and amortization is included in finance costs, in the consolidated statement
of comprehensive income (loss). The Black-Scholes value calculated is $4.02 per warrant.

Series A convertible preferred stock

The Company issued 89,510 and 39,316 shares of Series A convertible preferred stock (“Series A”) during 2011 and 2010, respectively,
for consideration of $5,350 and $2,350, respectively, or $59.77 per share. The Series A stock ranks senior to common stock as to
dividends and upon a liquidation event. The Series A stock has a fixed dividend which is payable monthly by the Company in cash at the
annual rate of 23% of the purchase price, The Series A stock is convertible immediately, in whole or in part, into an equivalent number
of shares of common stock, subject to standard adjustments, at the option of the holder. The Series A convertible stock is redeemable in
cash at the option of the Company at any time after, December 2011, the first anniversary of the original date of issuance, and at the
option of the holder at any time after, December 2013, the third anniversary of the original date of issuance. The Series A convertible
stock is recorded as a liability and the distributions under the instrument are recorded as finance costs.

Warrants related to the Series A convertible preferred stock

As partial inducement to purchase the Series A convertible preferred stock, the Company issued to the helders, in proportion to their
Series A holdings, 44,755 and 19,658 detachable warrants (“Series A Warrants™) during 2011 and 2010, respectively, exercisable for one
share of the Company’s common stock at any time through the fifth anniversary of the date of issuance, Each of the warrants has an
exercise price equal to $74.71 per share, subject to standard adjustments, Additionally, the warrants contain a down-round protection
provision under which the exercise price is adjusted downward if common stock is subsequently issued for a lower price. The exercise
price on the warrants was adjusted downward in December 2011 to $61.15 per share as a result of the issuance of additional warrants to
Macquarie Energy.

The Company accounts for the Series A Warrants as liabilitics on the consolidated statement of financial position at fair value. At each
reporting period end, the Company remeasures the fair value of the Series A Warrant liability and any gains or losses are recorded as a
component of change in fair value of derivative instruments in the consolidated statement of comprehensive income (loss). For the year
ended December 31, 2011, there was a loss of $133 (2010 — $0) recorded in relation to changes in the Series A Warrant liability.
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Financing costs were as follows:

March 17.
Year ended 2009 (inception) to
December 31, December 31, December 31,

2011 2010 2009
Supplier Agreement . . . . ... .. L e e e e $4,249 § 847 $—
Series A convertible preferred stock .. ... ... ... . . o 0o, 1,418 56 —
Montage credit facility . . ... ... . ... ... . e — 1,055 45
Interest and dividend income . . .. ... ... .. o Lo oo (2) 3) —

$5,665 $1,955 $45
FINANCIAL INSTRUMENTS

Fair value

Fair value is the estimated amount that the Company would pay or receive to dispose of financial instruments in an arm’s length
transaction between knowledgeable, willing parties who are under no compulsion to act. Management has estimated the fair value of
electricity swaps using a method that employs market forward curves that are either directly sourced from third parties or are developed
internally based on third party market data. These curves can be volatile thus leading to volatility in the mark to market with no impact
to cash flows. Due to their short-term nature, the carrying amount of the Company's other current asset and current liabilities
approximates their fair value.

The Company's retail marketing activities expose it to a variety of market risks, principally from fluctuating commodity prices. The
Company has established risk management policies and procedures designed to reduce the potentially adverse effects of price volatility
on operating results. The Company’s risk management activities include the use of derivative instruments such as swaps, forwards and
options. The Company maintains commadity price risk management strategies that use derivative instruments, within approved risk
tolerances to minimize significant, unanticipated earnings fluctuations caused by commodity price volatility.

Supplying electricity to retail customers requires the Company to match customers’ projected demand and commeodity purchases. These
retail marketing activities expose the Company to a variety of market risks, principally from fluctuating electricity prices. In order to
mitigate these risks, management engages in hedging activities designed to reduce the potentially adverse effects that the price volatility
of these markets may have on its operating activities.

The following table illustrates gains/(losses) related to the Company’s derivative financial instruments classified as held-for-trading and
recorded in the consolidated statements of comprehensive income (loss):

March 17,
Year ended 2009 (inception) to
December 31, December 31, December 31,
2011 2010 2009
Fixed-for-floating electricity swaps . . . .. .. ..o vv v vt v nrnnne .. $ 9 $(559) t—
Series A convertible preferred share warrants . . .. ... ... .. . . 0., (133) — —_—
Change in fair value of derivative instruments . ... ............... $ (42) $(559) $—

The following table summarizes the fair value of the financial assets and liabilities recorded in the consolidated financial statements at
December 31, 2011:

Other current Warrant
financial liabilities  Liability

Fixed-for-floating electriCity SWaps . . . . . ..ot ittt e e e $(468) —
Warrant Bability . . . oL e e e — (256)
$(468) $(256)
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The following table summarizes the fair value of the financial assets and liabilities recorded in the consolidated financial statements as
at December 31, 2010.

Other current Warrant
financial liabilities  Liability
Fixed-for-floating electricity swaps . . . . .. . o v i i i e i $(559) —
Warrant liability .. . .. .. e — _(0)
$(559) $(30)

The following table summarizes financial instruments which are classified as held-for-trading as at December 31, 2011 and 2010:

Total
Notional Remaining Maturity Fixed Fair Value Notional
Volume Volume Date Price {unfavorable) Value
2011
Fixed-for-floating electricity
SWADS .« i e 1-200 Megawatts 314,603 MWh  1-3 months  $33.55 to $71.62 (468) 13,945
2010
Fixed-for-floating electricity
SWAPS . ... 6-57 Megawatts 119,256 MWh 1 month $56.62 to $76.37 (559) 7,841

Fair value (*FV") hierarchy

Level 1

The fair value measurements are classified as Level 1 in the FV hierarchy if the fair value is determined using quoted, unadjusted
market prices. The Company values its cash and cash equivalents, restricted cash, collateral deposits, accounts receivable, trade and
other payable under level 1.

Level 2

Fair value measurements that require inputs other than quoted prices in Level 1, either directly or indirectly, are classified as Level 2 in
the FV hierarchy. This could include the use of statistical techniques to derive the FV curve from observable market prices. However, in
order to be classified under Level 2, inputs must be substantially observable in the market. Derivatives liabilities included in Level 2 are
valued using multiple prices quoted by market participants other than exchanges, industry pooling, and other inputs that are derived
principally from, or collaboratively by, observable market data.

Level 3

Fair value measurements that require unobservable market data or use statistical techniques to derive forward curves from cbservable
market data and unobservable inputs are classified as Level 3 in the FV hierarchy. The Company's policy is to recognize transfers in and
out as at the end of the reporting period.

During the year ended December 31, 2011 and 2010, there were no significant transfers between levels.
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The following table illustrates the classification of financial assets/(liabilities) in the FV hierarchy as at December 31, 2011:

Level 1 Level 2 Level 3 Total
Financial assets
Cashandcash equivalents . .. .. ........ . ... ... § 12,029 $— $— $ 12,029
Collateral deposits . . . . ... .ottt i e e e 128 — — 128
Accounts receivable . . . ... L L e e e e e e e e e 24,309 —_ - 24,309
Derivative financial assels . . . .. . .. . .. . i e e e e e — 138 -— 138
Financial liabilities
Trade and other payables . . . .. ... ... L {22,829) — — (22,829)
Series A convertible preferred stock . . ... ... Lo L (7,700) (7,700}
Warrant Hability . . . .. .. .. ... — — (256) (256)
Derivative financial liabilities . . .. ...... ... .. .. .. ... .. . o e — (606) — (606)
The following table illustrates the classification of financial assets/(liabilities) in the FV hierarchy as at December 31, 2010:

Level 1  Level2 Level 3 Total
Financial assets
Cash and cash equivalents and restricted cash . . . .. ... .. ... . 0 ... $ 5553 $— 5— $ 5553
Collateral deposits . . . ..o vt e e e e e 2,168 - — 2,168
Accounts Teceivable . .. .. L . e e e e e e e e 17,156 —_ — 17,156
Derivative financial assets . . . . . .. ... e e e e — — — —
Financial liabilities
Trade and other payables . . . ... .. o i e e (22,737) — (22,737)
Series A convertible preferred stock . . ... .. L o o o oo (2,357) (2,357)
Warrant Hability . . . .0 i i e e e e e —_ —_ (30) (30)
Derivative financial liabilities . . . .. ... ... .. . . . . i i — (559) — (559)

Changes in Level 3 financial liabilities, during the years ended December 31, 2011 and 2010:

Warrant liability

Liability at January L 2000 . . . . . . . . . .ottt e e e e $—

IS UATCES . L . L e e e e e e e (30)
Liability at December 31, 2000 . . . ..ot vttt ettt et e e (30)
Net unrealized loss included inprofitordoss . .. ... .. . . o (133)
ISUANCES . . . . o it e e e e e e e (93)
Liability at December 31, 2001 . . . . . .. ..o e e e $(256)

The Warrant liability included in Level 3 represents the fair value of the Series A Warrants outstanding as at December 31, 2011 and
2010, which was estimated using a Monte Carlo simulation based valuation model. The net unrealized losses for the warrant liabilities
are included in change of fair value of derivative instruments in the consolidated statement of comprehensive income (loss).

Classification of financial assets and liabilities

As at December 31, 2011 and 2010 the carrying amounts of the financial assets and liabilities, except for derivative liabilities and
warrants, approximated their fair value. The derivative liabilities and warrants are recorded at fair value,
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Management of risks arising from financial instruments

The risks associated with the Company’s financial instruments are as follows:

Market risk

Market risk is the potential loss that may be incurred as a result of changes in the market or fair value of a particular instrument or
commodity. Components of market risk to which the Company is exposed are discussed below.

Interest rate risk

The Company is exposed to interest rate risk on certain advances within the Supplier Agreement with Macquarie Energy. The Company
has not utilized any such advances under the Supplier Agreement and therefore has not been exposed to interest rate risk. The
Company’s current exposure to interest rates does not economically warrant the use of derivative instruments and the Company does
not currently believe that it is exposed to material financial risks.

Commodity price risk

The Company is exposed to market risks associated with commodity prices and market volatility where estimated customer
requirements do not match actual customer requirements. Management actively monitors these positions con a daily basis in accordance
with its Risk Management Policy. This policy sets out a variety of limits, most importantly thresholds for open positions in the electricity
portfolios. The Company’s exposure to market risk is affected by a number of factors, including accuracy of estimation of customer
commodity requirements, commodity prices, volatility and liquidity of markets. The Company enters into derivative instruments in
order to manage exposures to changes in commodity prices. The inability or failure of the Company to manage and monitor the above
market risks could have a material adverse effect on the operations and cash flow of the Company.

The fair values of the Company’s financial instruments are significantly influenced by the variability of forward spot prices for electricity.
Period to period changes in forward spot prices could cause significant changes in the marked to market valuation (“MTM valuation™)
of these contracts, as shown below:

Electricity
Percentage change in the Percent change Dollar change
forward spot price at in MTM in MTM
December 31, 2011 Valuation Valuation
+/— 1% +/— 289% +/— $135
+/— 5% +{— 144.6% +/— $677
+/— 10% +/— 289.2% +/— $1,354

Credit risk

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and causes financial loss to another party.
The Company is exposed to credit risk in two specific areas: customer credit risk and counterparty credit risk.

Customer credit risk

In New Jersey, the Company is exposed to customer credit risk and, therefore, credit review processes have been implemented to
perform credit evaluations of customers and manage customer default. If a significant number of customers were to default on their
payments, it could have a material adverse effect on the operations and cash flows of the Company.

For the Company’s remaining markets, the LDCs provide collection services and assume the risk of any bad debts owing from the
Company's customers for a fee. Management believes that the risk of the LDCs failing to deliver payment to the Company is minimal,
There is no assurance that the LDCs that provide these services will continue to do so in the future.

As at December 31, 2011, accounts receivable for the New Jersey non-POR market where the Company is exposed to credit risk is $612
(2010 — $68).
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A reconciliation of the beginning and ending amounts of the Company’s allowance for doubtful accounts is as follows:
w1 2010
Balance at the beginning of the period . . . . ... .. i e e e e $68 3
Additional amounts provided for during the period. . . .. ... .. .. L e e 512 68
$550  $68

As at December 31, 2011, there are no amounts past due that are not impaired,
Counterparty credit risk

Counterparty credit risk represents the loss that the Company would incur if a counterparty fails to perform under its contractual
obligations. This risk would manifest itself in the Company replacing contracted supply at prevailing market rates, thus impacting the
related customer margin. Counterparty risk is limited to Macquarie Energy for all wholesale supply positions. However, the failure of
the counterparty to meet its contracted obligations could have a material adverse effect on the operations and cashflows of the
Company.

As at December 31, 2011 and 2010, the maximum counterparty credit risk exposure amounied to $138 (2010 — $—) representing the
risk relating to its derivative financial assets,

Liquidity risk
Liquidity risk is the potential inability to meet financial obligations as they fall due, The Company manages this risk by monitoring cash
flow forecasts for the next 12 months to ensure adequate and efficient use of cash resources and credit facilities.

The following are the contractual maturities of the Company’s financial liabilities as at December 31, 2011.

Carrying Contractual Lessthan 1to5 More than

amount cash flow 1 year years 5 years
Trade and other payables . .. ... ..................... $22,829 $22,829 $22,829 $— —
Operating leases . . . ... ... .. e — 158 82 76 —
Series A convertible preferred stock .. ... ... .. .. . 7,700 7,700 7,700
Derivative instruments . . ... ... .. ... . e 468 468 468 — —
$30,997 $31,155 $31,079 $76 —

During July 2012, the Company entered into a sub-lease agreement to lease office premises in Stamford, Connecticut for a term of
four years with an initial base rent of $34 per month with annual rent escalations of approximately 5%,

Supplier risk

The Company purchases its electricity delivered to its customers through contracts entered into with Macquarie Energy. The Company
has an exposure to supplier risk as the ability to continue to deliver electricity to its customers is reliant upon the ongoing operations of
this supplier and its contractual obligations.

STOCK BASED COMPENSATION

In February 2010, the Company granted 120,000 non-qualified stock options to officers and directors, which were fully vested on the
grant date. During the year ended December 31, 2011, non-cash compensation expense recorded in general and administrative expenses
for stock option grants was $0 (2010 — $785, 2009 — $0), and no stock options were granted, exercised, cancelled or forfeited.
The status of the Company’s stock option plan as at December 31, 2011 is shown below:

Stock options outstanding and exercisable

Weighted average

Stock options  Weighted average remaining Grant date
outstanding Exercise price Contractual Life fair value
Beginning of period . . . .. ... .. ... ... 120,000 $10.00 10-Yrs $6.45
Granted . ... ... .. .. i i e e —
Cancelled .. ... ..., . . ... i —
December 31,2011 ... ... ... L e 120,000 $10.00 8-Yrs
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STOCK BASED COMPENSATION (Continued)

The fair value of each stock option granted was estimated as at the grant date using the Black-Scholes option pricing model. The
following assumptions were used in arriving at the grant-date fair value associated with stock options for which compensation costs were
recognized.

Risk-free iNtErest TALE . . . . . . . .. L e e e e e e 3.59%
Expected life inm years . . . . .. . . e e e e e e e 10 years
EBxpected dividends . . . .. .. oL e e e e e e e 0%
Expected fOIfeitures PEI YEAT . . o o o .t ittt it e i e e e e e e e e e e 0%
oLty o v e e e e e e e 25.09%

The Company had no unrecognized compensation expense at December 31, 2011 and 2010.

The Company issued 800,000 shares of common stock to its founders during the period ended December 31, 2009 for no consideration.
A stock based compensation charge of $4,000 was recognized in general and administration expenses during 2009 for the fair value of
shares issued.

INCOME TAXES
Tax expense

The major components of the provision for income taxes for the years ended December 31, 2011, 2010 and the period from March 17,
2009 (inception) to December 31, 2009 are:

March 17,
Year ended 2009 (inception)
December 31, December 31, to December 31,
2011 2010 2009

Current income tax:
Current income tax charge ... ... ... ... . .. . . . . i $ 2,265 —

Deferred income tax:

Origination and reversal of temporary differences . . . .. ... .. ....... 324 — —
Benefit of previously unrecognized tax loss and temporary differences . . . . (1,319) — —
Total deferred income tax . .. .. ... ... ... L, (995) — —
Total tax eXPense . . . . . . . . ... e e $ 1,270 _ —

Reconciliation of effective tax rate

The provision for income taxes represents an effective tax rate different than the combined federal and state statutory tax rate
as foliows:

March 17,
Year ended 2009 (inception)
December 31, December 31, to December 31,
2011 2010 2009
Income (loss) before income taxes. . . ..o v v e v it it i i e $ 509 $ (2,433) $  (4.980)
Combined statutory federal and state income taxrate . ............. 39.3% 393% 39.3%
Income tax expense (recovery) based on statutory rate . . ... ... ...... 2,002 (956) (1,959)
Increase (decrease) in income taxes resulting from:
Non-deductible expenses for tax purposes:
Interest on Series A convertible preferred stock . . . .. .. ... ... ... 572 7 —
Stock based compensation . .. .. ... .. ... L o — — 1,572
Other permanent items . ... ... ... ... ... ... 15 3 15
Benefit (cost) of tax losses and other temporary differences not recognized . (1,319) 946 n
Total provision for income taxes . . . .. ... ... .. ... ... .. . ..., $ 1,270 $ — $ —
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12. INCOME TAXES (Continued)
Recognized deferred tax assets and liabilities

Recognized deferred tax assets and liabilities are attributed to the following:

December 31,
2011
Deferred tax assets:

Mark to market losses on commodity SWaps . . . .. . e e e e $ 184

Mark to market losses on Series A Warmants . . . .. . o it it e e e e e e e e 52

Stock based compensation . . . .. ... L. e e e i e 308

Allowance for doubtful ACCOURIS . . . . . . . 0 ittt it e e e e e e e e e e e 229

Incentive COMPENSAtION . . . . . . L oo i e e e e e e 259
Total deferred Tax 88018 . . . .t . it i e e e e e e e e e e e 1,032
Deferred tax liabilities:

Depreciation and amortization . . . . . .. .. e e e e e e (37)
Total deferred tax liabilities . . . . . . .. .o . i e e e e e e (37)
Total net deferred (ax BSSES . . . . . . . . .. i e e e e e e e e $ 995
Movement in deferred tax balances

Recognized in
Balance statement of Balance
January 1, comprehensive  December 31,

2011 income 2011
Mark to market losses on commodity swaps .. ....... ... ... ... — $184 $184
Mark to market losses on Series A Warrants . . . . . .. ... ... .. — 52 52
Stock based compensation . .. ... L .. L e e — 308 308
Allowance for doubtful accounts . .. .. ..., .. .. . . ..., . . — 229 229
Incentive compensation . . . .. .. .. ..o — 259 259
Depreciation and amortization . . . . ... ... e e e e — (37) (37
Total met deferved tax AsSets . . . . . . . . 0. .t e e — $995 $995

There are no net deferred tax assets recognized as at December 31, 2010 on the basis that management did not believe that the

Company would realize the benefits of the deferred tax assets,

Unrecoguized deferred tax assets

There are no unrecognized deferred tax assets as at December 31, 2011, Deferred tax assets not recognized as at December 31, 2010 are

as follows:

December 31, 2010

Net operating losSes . . . o v v it i it it e e e e e e e e
Mark to market losses on commodity swaps . . .. ... . e e e
Stock based COMPENSAION . . . o . v vt e s e e e e e e
Allowance for doubtful accounts . .. .. ... . . i e e e e
Incentive COMPENSALION . . . . . . .. it e et ittt s it r e e
Depreciation and amortization . . . . . . ... .. e e e e e

Total unrecognized net deferred tax assets . . . . . . . .. .. .. . ..ttt e

As at December 31, 2011 the Company had no net operation loss carry forwards for Federal and State tax purposes.

13. SHAREHOLDERS' EQUITY
Authorized
The Company has authorized 299,925,000 common shares with a par value of $0.001 per share.
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13, SHAREHOLDERS' EQUITY (Continued)

Issued
Common Shares $
Share capital at December 31, 2000 . . . . . .. . e e e e e 1,000,000 1
Share capital at December 31, 2010 . . . . . ... oL i e e e e e 1,158,548 1
Share capital at December 31, 2011 . . . . . . e e e e e, 1,158,548 1
Paid-in capital
The net increase in paid-in capital from 2010 to 2011 of $657 relates to the issuance of warrants to Macquarie Energy (note 9).
14. CONSOLIDATED STATEMENTS OF CASH FLOWS
The inflows (outflows) of net change in operating assets and liabilities is as follows:
March 17
Year ended 2009 (inception)
December 31, December 31, to December 31,
2011 2010 2009
Accountsreceivable . .. .. ... ... . e $(7,665) $(15,435) $(1,789)
Trade and other payables . .. ........ ... ... ... . ... ... .. 92 19,655 3,082
Collateral deposits . . . .. ... ... . .. .. e 2,040 {1,668) (500)
Income tax payablefreceivable ... ...... ... ... ... .. ... ., 2,245 (137) —
Restricted cash and ecash equivalents . ... ... ... .............. 4,660 (3,987) (674)
Other o e e e e 656 (213) —
$ 2,028 $ (1,785) $ 119
15. EMPLOYEE BENEFITS
Employee benefit expense
March 17,
Year ended 2009 (inception)
December 31, December 31, to December 31,
2011 2010 2009
Salaries and other short term benefits . . ... ..., .. ... ... ...... 35,014 $1,882 $ 270
Post employment bemefits . .. ... ........... ... .. .. . . .. ... 90 23 —
Stock based compensation . . . .. ... . L L e e — 785 4,000
$5,104 $2,690 $4,270

COMPENSATION OF KEY MANAGEMENT PERSONNEL

The Company’s key management personnel are comprised of the Board of Directors and members of the executive team of
the Company. Compensation of key management personnel that is directly attributable to the Company is as follows:

16

March 17,
Year ended 2009 (incepti’on)
December 31, December 31, to December 31,
2011 2010 2009
Wages, salaries and other short-term employee benefits . .. ... ....... $2,371 $ 893 $ 180
Post-employment benefits . . . ... ..., .. ... . . 32 8 —
Stock based compensation . . . .. ... L e — 785 4,000
$2,403 $1,686 $4,180
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RELATED PARTY TRANSACTIONS

During the year ended December 31, 2011, the Company recorded $375 (2010 — $0, 2009 — $20), of exccutive compensaticn expense
to two of the members of the Company’s board of direciors for services rendered, which is included in general and administrative
expense in the consolidated statements of comprehensive income (loss).

In October 2009, the Company entered into a Loan and Security Agreement with Montage LLC (the “Montage Credit Facility”) to
provide revolving credit loans for enerpy procurement, working capital and general corporate purposes. The Montage Credit Facility
was funded by several Regional Energy equity holders. The Montage Credit Facility was cancelled and replaced by the Supplier
Agreement with Macquarie Energy in September 2010, During the period ended December 31, 2010, the financing costs under the
Montage Credit Facility were $1,055 (2009 — $45), which were included in financial costs.

Regional Energy did not complete any other material transactions with any individuals or companies that are not considered
independent of Regional Energy.

CAPITAL DISCLOSURES

For capital management purposes, the Company defines capital as the aggregate of its shareholders’ equity and Series A preferred
stock. The Company’s principal objectives in managing capital are:

* ensure sufficient liquidity to adequately fund the ongoing operations of the business;

+ provide ftexibility to take advantage of contract and growth opportunities that are expected to provide satisfactory returns to
shareholders;

* maintain a strong capital base so as to maintain client, investor, creditor and market confidence;

* provide returns and generating predicable cash flow for distributions to sharehoiders;

» comply with financial covenants required under its commedity supply facility.

The Company manages its capital structure and adjusts it in light of changes in economic conditions and the risk characteristics of the
underlying assets. The Board of Directors does not establish quantitative return on capital criteria for management, but rather promotes
year over year sustainable and profitable growth. The Company is not subject to externally imposed capital requirements other than
financial covenants in the Supplier Apreement. At December 31, 2011 all these covenants have been met.

REPORTABLE BUSINESS SEGMENT

The Company’s business operations are comprised of a single segment, retail electricity marketing.

The Company’s revenue consists of the following:

March 17
Year ended 2009 (inception)
December 31, December 31, to December 31,
2011 2019 2009
EleCtricity . « . o o oot i i e i $199,751 $54,582 $2,217
S 5,707 2,033 23
3 $205,458 $56,615 $2,240

Geographic information

All of the Company's sales from: external customers and assets are located in the United States of America. The Company does not have
any key customers. The Company operates in three states which together comprise 87.3% of revenues {2010 — 2 states comprising
85.9%, 2009 — 1 state comprising 100%}.

COMMITMENTS
Surety bonds

As at December 31, 2011, the Company has surety bonds issued of $1,750 (2010 — $1,050) to the various state regulatory commissions
and LDCs.
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20. COMMITMENTS (Continued)

21,

22,

Operating leases

The Company leases its corporate office facility under a non-cancelable operating lease which contains fixed escalation clauses and is
subject to extension at the option of the Company. The Company takes into account escalation clauses when determining the amount of
future minimum lease payments. All future minimum lease payments are recognized on a straight-line basis over the minimum lease
term. For the year ended December 31, 2011, rent expense under its operating lease of $66 (2010 — $45, 2009 — $0) was incurred and
these costs are included in the consolidated statements of comprehensive income (loss) and the associated deferred rent liability is
included within other long-term liabilities on the consolidated statement of financial position.

Employee defined contribution plan

The Company has a 401(k) retirement plan in which substantially all full-time employees may participate. The Company matches
employee contributions up to a maximum of 4% of each participant’s annual salary, During the period ended December 31, 2011,
employer contributions totaled $90 (2010 — $23, 2009 — $0).

Regulatory proceedings

The Company is an independent energy marketer of retail electricity to residential and commercial customers across numerous states.
Market rules and regulations locally, regionally and state to state change periodically. These changes will likely have an impact on the
Company’s business; some may be material and others may not. Some changes may lead to new or enhanced business opportunities,
some changes may result in a negative impact on the Company’s business. As such, there is no way to impute an exact effect through a
cost benefit analysis, because there are many variables. The regulatory process does allow for some participation, and the Company
engages in that participation, however, such participation provides no assurance as to the outcome of such proceedings. The Company
does not expect proceedings to have a material adverse effect on the Company’s financial condition or results of operations.

Litigation and other claims

The Company is involved in various disputes and litigation. In the opinion of management, the resolution of these disputes against the
Company will not have a material effect on the consolidated earnings, cash flows or financial position of the Company.

APPROVAL OF THE FINANCIAL STATEMENTS
The consolidated financial statements of the Company were authorized for issue on November 2, 2012 by the Board of Directors.

SUBSEQUENT EVENTS

In February 2012, the Company redeemed 64,413 or 50% of the total outstanding Series A convertible preferred shares from the
helders for total cash consideration of $3,850, at the price of $59.77 per share. In May, 2012, the Company redecmed an additional
63,367 Series A convertible preferred shares for total cash consideration of $3,787 at the price of $59.77 per share and 1,046 of the
Series A convertible preferred stock were converted into common stock at the price of $59.77 per share. At May 31, 2012, there were no
Series A convertible preferred shares outstanding.

On September 18, 2012, the Company entered into a business combination (the *“Combination™) with Public Power, LLC {“PP"”) which
entailed a transaction whereby ownership interests and shares in PP and the Company were contributed by the owners to a new entity,
Crius Energy, LLC (“CE”), in exchange for membership interests in CE.

On September 18, 2012, in conjunction with the Combination, certain Series A and Macquarie Warrants were exchanged for
membership interests in CE. The remaining Series A Warrants were canceled or exercised.

On September 18, 2012, CE granted membership units to certain officers and employees of the Company and the associated non-cash
share based compensation expense will be recognized and included within general and administrative expenses of the Company.

On September 18, 2012, the Company entered into an amended and restated supplier agreement with Macquarie Enerpy to replace the
existing Supplier Agreement. This agreement was extended with an expiration date of October 1, 2017 and incorporated the following
amendments: an increase to the overall limit to $200,000, reduced volumetric fees as well as a reduction in the interest rates on the
working capital facility from LIBOR plus 8% to LIBOR plus 5.5%, and the agreement was expanded to include CE and all of its
subsidiaries to reflect the Combination.

On November 2, 2012, Crius Energy Trust agreed to acquire an approximate 26.8% membership interest in CE. In conjunction
therewith, CE agreed to issue a note to the Company for $32,358 with interest due monthly at 10% and principal due 10 years from the
closing of the offering. The Company will use the proceeds from the note and issuance of CE membership interests to repurchase
approximately 290,000 common shares at $163 per share and 45,000 stock options will be net settled for $153 per share as grossed up for
taxes owed. The remaining 75,000 stock options will be canceled.
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