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AUDITOR’S INDEPENDENT ASSURANCE REPORT
TO THE BOARD OF DIRECTORS OF NELSON ELECTRICITY LIMITED

REPORT ON NELSON ELECTRICITY LIMITED’S COMPLIANCE WITH THE ELECTRICITY
DISTRIBUTION {INFORMATION DISCLOSURE) REQUIREMENTS 2008
FOR THE FINANCIAL YEAR ENDED 31 MARCH 2010

The Auditor-General is the auditor of Nelson Electricity Limited (the company). The Auditor-
General has appointed me, Michael Wilkes, using the staff and resources of Deloiite, to
provide an opinion on the compliance of the attached reports prepared by the company with
the Commerce Commission’s Electricity Distribution (Information Disclosure) Requirements
2008 (the Requirements) for the financial year ended 31 March 2010. In this independent
assurance repaort the attached reports are called the 'disclosure information’.

Respective Responsibilities

The Board of Directors is responsible for preparing disclosure information which complies with
the Requirements.

Clause 10 of the Requirements requires the Auditor-General to provide an opinion that the
disclosure information prepared by the company complies with and is presented in all material
respects in accordance with the Requirements for the financial year ended 31 March 2010.

Limitations and Use of this independent Assurance Report

This independent assurance report has been prepared solely to discharge the Auditor-
General's responsibilities under the Requirements for the financial year ended 31 March
2010. This independent assurance report is not intended to be used for any purposes, other
than that for which it was prepared.

Material misstatements, whether caused by fraud or error, are differences or omissions of
amounts and disclosures that would affect a user's overall understanding of the disclosure
information prepared by the company.

Because of the inherent limitations in evidence gathering procedures, it is possible that fraud,
error ot non-compliance may occur and not be detected. As the procedures performed for this
engagement are not performed continuously throughout the financial year and the procedures
performed in respect of the company’s compliance with the Requirements are undertaken on
a test basis, our engagement cannot be relied on to detect all instances where the company
may not have complied with the Requirements. Our opinion has been formed on the above
basis.

Basis of Opinion

The company's financial statements for the year ended 31 March 2010 have been subject to
audit. The audit opinion on the financial statements of the company for the year ended 31
March 2010 was unqualified and was dated 21 June 2010,

Our work has been planned and performed to obtain all the information and explanations we
considered necessary in order fo obtain reasonable assurance that the disclosure information
complies with and has been presented in all material respects in accordance with the
Requirements. We also included an assessment of the significant estimates and judgements, if
any, made by the company in the preparation of the disclosure information.
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Histerical Financial and Non-Financial Information

We conducted the engagement in accordance with the International Standard on Assurance
Engagements (New Zealand) 3000: Assurance Engagements Other than Audits or Reviews
of Historical Financial Information issued by the New Zealand Institute of Chartered
Accountants.

Our work in respect of amounts and disclosures that were audited under the financiat
statement audit has been limited to agreeing the amounts and disclosures to the underiying
records and audited financial statements of the company.

Our work in respect of amounts and disclosures that were not audited under the financial
statement audit, has been planned and performed to obtain alf the informaticn and
explanations we considered necessary in order to obtain reasonable assurance that the
disclosure information has been presented in all material respects in accordance with the
Requirements. -

Prospective Financial and Non-Financial information

Our work has been limited fo assessing whether the information has been presented on a
basis consistent with the regulatory accounting or technical measurement requirements used
for disclosures for the financial year ended 31 March 2010 and the immediately preceding
financial year, and that the information has been calculated based on source data provided by
the company, whilst acknowledging it is likely that actual results will vary from those
forecasted, since anticipated events frequently do not accur as expected (and those
variations may be significant). We have not performed audit procedures on the source data.

Independence

When carrying out the engagement we followed the independence requirements of the
Auditor-General, which incorporate the independence requirements of the New Zealand
Institute of Chartered Accountants. We also complied with the Independent auditor provisions
on independence, as specified in clause 2(1) of the Requirements.

Other than the engagement and the annual audit of the company’s financial statements
carried out on behalf of the Auditor-General, we have no relationship with or interests in the
company.

Unqualified Opinions

We have obtained all the information and explanations we have required.

In our opinion:

. The company has kept proper records to enable the complete and accurate compilation
of required information, in all material respects, as far as appears from our examination
of those records; and

. The disclosure information prepared by the company for the financial year ended 31
March 2010 complies with the Requirements.
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Historical Financial and Non-Financial Information
In our opinion, the company has:

. presented the historical financial information included in reports FS1, F82, FS3, AV1,
AV2, AV3, AV4, MP2, MP3 and AM1 for the financial year ended 31 March 2010 that
complies with the Requirements, in all material respects; and

. compiled the historical non-financial information included in reports MP1, MP2 and
MP3 in accordance with the guidance (if any) issued pursuant to the Requirements,
and has calculated the historical non-financial information based on unaudited source
data provided by the company.

Prospective Financial and Non-Financial Information

In our opinion, the company has presented the infermation in reports AM1 and MP3 on a
basis consistent with the regulatory accounting or technical measurement requirements used
for disclosures for the financial year ended 31 March 2010 and the immediately preceding
financial year, and has calculated the prospective financial and non-financial information
based on unaudited source data provided by the company.

Micha es

DELOITTE

On behalf of the Auditor-General
Christchurch, New Zealand

30 August 2010



SCHEDULE 16
FORM 4 - STATUTORY DECLARATION FOR PUBLICLY DISCLOSED
INFORMATION

For the Financial Year Ended 31 March 2010
Pursuant to Requirement 13(1)
1, Kenneth John Forrest of 148 Wither Road, Blenheim, Blenheim, being a director of
Nelson Electricity Limited solemnly and sincerely declare that having made all
reasonablc enquiry, to the best of my knowledge, the information attached to this
declaration is a true copy of information made available to the public by Nelson
Electricity Limited under the Commerce Commission’s Electricity Distribution

(Information Disclosure) Requirements 2008,

And [ make this solemn declaration conscientiously believing the same to be true and
by virtue to the Oaths and Declarations Act 1957.

Declared at Blenheim this 31 day of August 2010,

KJ Forrest
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Justice of the Peace
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Template Guidelines

The Template Electricity Distribution (Information Disclosure) Requirements Report Schedules (Templates) have
been made available to assist Distribution Business with the completion of their regulatory reporting requirements.
The template and more specifically the formula have been prepared to be consistent with the Requirements. For
the avoidance of doubt, the Electricity Distribution (Information Disclosure) Requirements, take precedence over
the Templates where there is an inconsistency.

The following guidelines have been prepared to assist the preparer of the reports in completing the templates.
The templates are linked through formulae. The completion of the templates as outlined below will assist the users
in the process of inputtina information.

Various disclosures in the reports are ascertainable from other disclosures, therefore where appropriate the
template includes formula that automatically populates those disclosures. Therefore where formula is provided,
manual input is not required.

Step  Guideline Reference

Step 1 - Company Name and Dates
Insert company name and current financial year (year end date) in cells E4 and F5 of FS1 FS1
respectively. Note - only the year of the year end date is to be input (Example -"2008")

Insert most recent ODV date in cell 16 of sheet AV1. Note - only the year of the most AV1
recent ODV date is to be input (Example -"2004")
Note - that all other dates in the templates will automatically update

Step 2 - Asset Valuation Information
Enter the asset valuation information into reports AV1, AV2, AV3 and AV4. Points to note:  AV1 AV2
AV3 AV4

AV1 Historic Information should be entered first, including - 'Regulatory Value at End AVl
of Previous Year' and other previous years information (if required). Note - the
previous year information required is entered into the input cells to the left of the non-
coloured cells. The current year information input cells will be white once Step 1 is
complete.
Indexed Revaluation on line 19 of AV1 is automatically updated once the historic AV1
information is complete and the CPI information has been entered into AVla. The CPI
information is determined as outlined in the definitions included in Schedule 1 of the
Requirements.
Net Acquisitions (Sales) of System Fixed Assets from (to) an EDB information on lines AV1
26 to 28 will be automatically populated once AV1b is complete.
For AV1b - 'Input for prior year Acquisitions (Sales) of Assets to (from) another EDB', AV1
the prior years information is that which has been disclosed in lines 26, 27 and 41 of
AV1 in previous years. Note - there is no requirement to disclosure the Current
Financial Year information for AV1b.
A report AV4 is to be competed for each merger or asset transfer with another EDB. If AVv4
there has been no merger or asset transfer activity (as defined by Requirement 6(4))
select 'NO DISCLOSURE REQUIRED' in the drop down menus of cell E6 of each of the
AV4's. The Templates allow for three separate merger or asset transfers. The
Commission can be contacted if additional AV4 reports are required.
AV3a reconciles the difference between the Asset Additions Replacement Cost and AV1 AV3
Depreciated Replacement cost as disclosed in AV1 and AV3. Cell F38 of AV3 will be
automatically populated once line 17 of AV1 is entered. Cell F39 is required to be
populated to complete the calculation of the Replacement Cost which flows to Cell F11.

An error message in cells N13 or N21 indicates there is discrepancy between AV1and AV1 AV2
AV2.



Step  Guideline Reference

Step 3 - Financial Statements Information

Enter the financial statement information into reports FS1, FS2 and FS3. Points to note: FS1 FS2
FS3

Discretionary Discounts and Customer Rebates on line 9 of FS1 is automatically FS1
populated once FSla is complete.
Net Value of Vested Assets on line 14 of AV1 is automatically populated once FS1d is FS1
complete.
Regulatory Tax on line 55 of FS1 is automatically populated once FS3 is complete. FS1 FS3
Deductable Interest on line 18 of FS3 is automatically populated once FS2b is FS2 FS3

complete. The Standard Cost of Debt Assumption is determined as outlined in the
definitions included in Schedule 1 of the Requirements.

FS1b, FS1c and FSle includes supporting information to the disclosures that are made FS1
in the main report of FS1 and would be best completed once the main report of FS1 is

complete.

Section 3 of of the Information Disclosure Handbook outlines the required related party FS1

disclosures. FS1b is a summary of this information and the full disclosures will require

additional disclosure by way of a separate note.

FS3a is supporting information to the disclosures that are made in the main report of FS3
FS3 and would be best populated once the main report of FS3 is complete.

Step 4 - Measurement Performance Information
Enter the measurement performance information into reports MP1, MP2 and MP3. Points  MP1 MP2
to note: MP3
"Total Business' should be entered into cell E7 of MP1 for disclosures relating to the MP1 MP3
total business. If additional reports MP1 and MP3 are required (as per Requirements
6(1)(b), 6(1)(c) or 6(4)) a separate file should be created and the name of the
network/assets for which the report relates should be entered into cell E7.

Either 'Annual Disclosure- Requirement 6(1)' or 'Merger or Asset Transfer - MP1
Requirement 6(4)" should be selected from the drop down menu in cell E8
Historic information is required in cells J35-J37 and J39 of MP1 and in the Numerator MP2

and Denominator of previous years disclosures in MP2 (refer Part 4 - Transitions

Provisions for exceptions durina the transitional period).
The formula for the determination of the Denominator for the Operational Expenditure MP2

Ratio, Capital Expenditure Ratio and Distribution Transformer Ratio in MP2 is based on
there being no merger or asset transfer activity during the Current Financial Year. If
there has been merger or asset transfer activity as determined by Requirement 6(4)
the denominator should be calculated as per that Requirement. Therefore the formula
in these cells are unlocked so an appropriate entry can be made if required.

An error message in cell G32 of MP1 indicates there is a discrepancy between the MP1
Overhead Circuit Length disclosure and the Circuit Length by Operating Voltage

disclosure

An error message in cells L76-L78 of MP3 indicates there is discrepancy between FS1 MP2
MP3 and FS1 or MP2 MP3

Step 5 - Asset Management Information
Enter the asset management information into report AM1. Point to note: AM1
A separate note is to be provided where explanations required in cells D26 and D52
exceed the space provided in those cells.
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Line 12 "Other" is the increase in Bad Debts Provision during the year. Line 20 "Other" is the decrease in Provision for Annual Leave occurring during the year.
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Moteto AM1
Capital Expenditure

Variances between actualand previous forecast are explained below. Ithas to be recognised that many projects can be classed in more than one section which can create some
distortion.

The capital plan for 2009/2010 was underspentforthe year. This has been explained at Board levelthrough the year.

* Ripple generatorreplacement

* Haven Road 11kV switchboard

* Haven Road protection relay replacement

These projects totalling 5850k were deferred untila new zone substation is commissioned (ripple generator and 11kV switchboard will be replaced in the next1- 2 yearsif
replacement prior to zone substation is deferred).

*» 11kV switch replacements delayed due to awaiting switch delivery (Port1) and also determining the appropriate switchgear (Emano, GPQO)- $390,000. There still is an issue with
noreal vacuum switchgear alternative for these sites.

*» Developerrelated projects being delayed by developer - $115,000;

» Overhead tounderground projects either not financially viable or deferred (Victory Square to Alfred substation, Tukuka substation to Kawai, Locking Street, Weka Street east) -
$275,000.

There were also some additional projects not allowed for in the original estimates that were completed by the end of the year.

* Haven Road to New Street Feeder completed in the early 2009-2010 year - 588,000 (budgeted forin the previousyear);

* New Streetto Alma Lane 11kV cable replacementincluded in currentyear to combine with two other 11kV projectsin same area - 582,000;

Most capital projects were completed however there were some which were not, as further load checks or tests confirmed that the works could be deferred without
compromising the integrity of the network.

Operational Expenditure
The expenditure has beenunderspent.The variances are predominantly due to the allocations for bbudgetnot beingin line with disclosure requirements and notan

underspending on operational expenditure. The $590,000 Budget (set in January 2009)was increased to $690,000 in November 2009 to allow for additional costs invoiced durring
the yearforwork undertaken inthe previous year. The variance for the end of yearwas 9.2% underspending compared to budget.
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