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1.  Disclosure of Information Required (Schedule 7)

Nelson Electricity Limited does not comply with all requirements of the
Commerce Act (Electricity Lines Thresholds) Notice 2003, at the first

assessment date.

Clause 5 (1) (a) Notional Revenue from 8 August 2001 to the First

Assessment Date (6 September 2003)

Test: 2 Pi2003 Qio-CT2003-CR2003 < 2Pio Qio-C12002-
CRr2002

4,966,538 < 4,742,922
Result: Revenue at First Assessment date is greater than revenue at First

Reference date by $223,615.

Threshold has been breached.

Supporting evidence is presented in Appendices A and B

Explanation For Breach

Nelson Electricity has breached the first threshold assessment by $223,615. This is not a
fundamental or intentional breach. It is a simple technical breach because a small price
increase to cover increased transmission costs from 1 April 2002, which was planned to be
effective that date, was delayed until 1 May 2002.

For this one month period Nelson Electricity absorbed the additional transmission costs while
line prices remained at the old rate. Consequently this has artificially established a minimum
notional revenue that is lower than it would have otherwise been.

Electricity retailers requested that the price increase be delayed beyond 1 April 2002 as
Nelson Electricity was unable to provide them the full 60 day notice for the pricing change as
outlined in the Use of Systems Agreement. Nelson Electricity was unable to notify retailers of
the pricing change within the 60 day period due to the late notification of the transmission
price increases from Transpower.

Had the transmission cost increases been passed through from the day they were incurred
Nelson Electricity would not have breached the threshold.




Clause 5 (1) (b) Notional Revenue from Publication Date (6 June 2003) to the

First Assessment Date (6 September 2003).

Test: 2 Pi2003 Qio < 2Pio Qio
6,594,680 < 6,594,680
Result: Revenue at Second Reference date is equal to revenue at

Publication date.

Threshold has been breached.

Supporting evidence is presented in Appendices C and D.




Notional Revenue:

In accordance with the Gazette Notice, the following sources of revenue have

been included in the calculation of notional revenue:

o Electricity conveyance services under Use of Systems Agreements with

electricity retailers.

Excluded Services:

In accordance with the Gazette Notice the following sources of revenue have

been excluded from the calculation of notional revenue:

o Interest income.

o Profit on sale of assets.

o Value of assets vested with Nelson Electricity Limited by consumers.
o Other miscellaneous income unrelated to the sale of electricity

conveyancing services.

Pass Through Costs:

In accordance with the Gazette Notice, the following components of

transmission charges have been included in pass through costs:

o Connection charges

o Interconnection charges
o Frequency charges

o Voltage charges

o New investment charges
o EVA adjustments

° Loss Rental Rebates



Local body rates applying to system fixed assets: lines, cables, equipment,
substation land and substation buildings, have also been passed through in

accordance with the Gazette Notice.

Disclaimer

The information presented in this Threshold Compliance Statement has been
prepared solely for the purpose of complying with the requirements of the Commerce
Act (Electricity Lines Thresholds) Notice 2003. This statement has not been
prepared for any other purpose and Nelson Electricity Limited expressly disclaims
any liability to any other party who may rely on this statement for any other purpose.



2.  Certification by Auditor in Relation to Threshold
Compliance Statement

PRICEAATERHOUSE(COPERS @

Auditor’s Report

We have examined the attached statement, being a threshold compliance statement
in respect of a price path threshold that was prepared by Nelson Electricity Limited
for assessment on 6 September 2003 and dated 15 October 2003 for the purposes of
information requirements set out in clause 7 of the Commerce Act (Electricity Lines
Thresholds) Notice 2003 (“the Notice”).

Directors’ Responsibilities

Clause 7 of the Notice requires the Directors of Nelson Electricity Limited to prepare
certificates that confirm the compliance, or otherwise, of Nelson Electricity Limited
with the thresholds set out in clauses 4, 5 and 6 of that Notice.

Auditors’ Responsibilities

It is our responsibility to express an independent opinion on the threshold compliance
statements certified by the Directors and report our opinion to you.

Basis of Opinion

Our audit included examination, on a test basis, of evidence relevant to the amounts
and disclosures in the attached threshold compliance statements. It also included
assessment of the significant estimates and judgments, if any, made by the lines
business in the preparation of the threshold compliance statements and assessment
of whether the basis of preparation had been adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary. We obtained sufficient evidence to
give reasonable assurance that the statement is free from material misstatements,
whether caused by fraud or error or otherwise. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the statement.

We have no relationship with or interests in Nelson Electricity Limited other than in
our capacities as auditors of the threshold compliance statements, and in the
provision of other professional advisory services. We are not aware of any
relationships between our firm and Nelson Electricity Limited that, in our professional
judgment, may reasonably be thought to impair our independence.

Unqualified Opinion

We have obtained all the information and explanations we have required. In our
opinion, having made all reasonable enquiry, to the best of our knowledge, the
attached threshold compliance statement of Nelson Electricity Limited, and related
information has been prepared in accordance with the Notice, and gives a true and
fair view of the performance of Nelson Electricity Limited as required by the Notice
against the thresholds set out in the Notice for Assessment on 6 September 2003.



Our audit was completed on 15 October 2003 and our opinion is expressed as at that
date.
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PricewaterhouseCoopers
Auckland
15 October 2003



3. Certification of Threshold Compliance Statement

We, Kenneth John Forrest and lan Francis Kearney, being directors of Nelson
Electricity Limited certify that, having made all reasonable enquiry, to the best
of our knowledge and belief, the attached threshold compliance statement of
Nelson Electricity Limited, and related information, prepared for the purposes
of the Commerce Act (Electricity Lines Thresholds) Notice 2003 complies with
the requirements of that notice:
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Appendix A

Notional Revenue at first Assessment Date

Minimum Revenue Transmission Charges | Rates 2002 | Minimum Notional Revenue
First Reference Date 2002 (year of first (year of first | First Reference Date (8

(8 August 2001 — 6 reference date) reference August 2001 — 6 June

June 2003) date) 2003)

2Pio Qio Cr2002 Cr2002 2Pio Qio - C12002 - Cr2002
6,349,654 1,601,148 5,584 4,742,922
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Appendix B

Revenue First Budgeted Budgeted Notional Revenue at First

Assessment Date (6 Transmission Rates Assessment Date (6

September) Charges 31/03/2004 31/03/2004 | September)

ZPi2003 Qi0 CT12003 CR2003 ZPi2003 Qi0 — CT2003 —
CR2003

6,495,631 1,524,142 4,952 4,966,538
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Appendix C

Notional Revenue at Publication
Date (6 June)

ZPi0 Qi0

6,594,680
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Appendix D

Maximum Notional Revenue Second
Reference Date (5 June to 6
September)

ZPi2003 Qi0

6,594,680
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