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1. Disclosure of Information Required (Clause 7(1)(a)(i) - The
Price Path Threshold)

Nelson Electricity Limited does comply with all requirements of the price path threshold at the
assessment date, 31 March 2008, as specified in the Commerce Act (Electricity Distribution
Thresholds) Notice 2004 and the Amendment Notice 2006.

Clause 5(1)(a) The Notional Revenue of a distribution business at each assessment date
(calculated in accordance with the numerator of the left-hand side of the following
expression) is not to exceed the Allowable Notional Revenue of the distribution business
under the CPI-X price path at that assessment date (calculated in accordance with the

denominator of the left-hand side of the following expression):

Test: NR ;
es 2008 <1
R 3905
Result: §5.174 156 / §5,321.033 <
Result: 0.9724 =
Result: Threshold is not breached

Explanatory Note

Nelson Electricity (NEL) has not breached the 31 March 2008 Price Path Threshold by
$146,877. NEL has now passed on to consumers the $24,690 outstanding of the 31 March
2006 Breach of $182,150.



Clause 5(1) b) The notional revenue of a distribution business at any time during an
assessment period is not to exceed the greater of the Allowable Notional Revenue of the
distribution business at the assessment date on which that assessment period ends and the
Allowable Notional Revenue of the distribution business at the previous assessment date
under this clause (or, if the previous assessment date is the reference date, under clause 5
of the initial Notice).

Test: NR e

= 1

Maoxc(R 3097, R 2005)
Result: 56174 156 f 55,321,033 <1
Result: 0.9724 =

Result: Threshold is not breached

Supporting evidence is presented in Appendices A and B.

P X Q are schedules presented in Appendix C.

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 customers

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 New investment charges
o EVA adjustments

. Loss Rental Rebates

Electricity Commission Fees and 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.



2. Disclosure of Information Required (Clause 7(1)(a)(ii) - The
Quality Threshold)

Nelson Electricity Limited complies with all requirements of the quality threshold at the
assessment date, 31 March 2008, as specified in the Commerce Act (Electricity Distribution
Thresholds) Notice 2004 and the Amendment Notice 2006.

Clause 6(1)(a) Interruption Duration

{ 84IDI,.,, + SAIDI . + SAIDI . + SAIDI, ...+ SAIDI, ..\
Test: = Amfl':":'ii:'. 135 2000 2001 L 203 |

J A

Result: 16.93 < 61.38

Result: SAID| does not breach the threshold

Supporting evidence is presented in Appendix D.

Clause 6(1)(b) Interruption Frequency

SALFT .+ SAIRT + SAIFT o+ SATFT o+ SATRT
TES.t m T i [ 155 2000 5 2001 2003 2003 ]
Result: 015 LS 1.28
Result: SaIF does not breach the threshold

Supporting evidence is presented in Appendix D.



3. Disclosure of Information Required (Clause 7(1)(a)(iii) - The
Policies and Procedures for Recording SAIDI and SAIFI
Statistics)

Nelson Electricity Limited follows the procedure “NEL Network System Outage Statistics” to
record SAIDI and SAIFI statistics. The procedure covers the collection of customer numbers,
the assessments required to assess the numbers of customers affected, the times outages
occur and where the data is to be stored.

Wherever possible outage times are collected from an accurate electronic source, the
SCADA being the preferred source, other sources are from phone records from the Nelson
Electricity call centre, fault forms received from the Nelson Electricity fault contractor or

referring to written switching instructions.

Calculations of customer minutes are prepared on the switching record for each individual
outage based on switching times and ICP records. The customer minutes for each event are
then added to the SAIDI/SAIFI Spreadsheet which summarises all events for the year and is
used to calculate the annual SAIDI and SAIFI. The numbers of outages on the Nelson
Electricity network are low compared to other Electricity Line Companies and so it is a
relatively easy task to manage these data requirements. A hard copy summary of each

outage is held on file.

See Appendix E.



4, Customer Communication

Background

For the purposes of this statement Quality is defined as the quality of the electrical supply a
customer receives. This includes any issue that has an impact on the customer’s perceived
level of supply from Nelson Electricity Limited (NEL) eg; voltage, frequency, reliability,

backup supply, alternative supply options and dedicated assets.

As customer engagement is part of normal business processes, NEL’'s asset management
decisions in relation to price and quality trade-offs are compiled from engagements with
customers which have occurred over the last 24 months ending 31 March 2008.
Accordingly, NEL considers it appropriate to incorporate this information into this statement.

NEL engages the customer in two ways, either directly through direct contact with the
customer, or indirectly via the electricity retailer. For the purposes of this compliance
statement, the customer is an electricity customer connected to the NEL network.

NEL demonstrates compliance with the Customer Communication requirements by

answering the four requirements separately.

i) To properly advise (or ensure that another person properly advises on its behalf)
its customers about the price-quality trade offs available to them in relation to the

goods and services provided by the lines businesses;

Tariff Options
NEL properly advises its customers of direct tariff price and quality trade-offs by
publishing prices and associated quality in the Nelson Mail and on the NEL website

(refer www.nel.co.nz) in accordance with the Electricity Disclosure regulations. The

tariffs provide direct price and quality trade offs through, for example, controlled and

uncontrolled tariffs.

Pricing options and other network issues are periodically published in NEL Newsletters
that are delivered by NZ Post to all customers (refer

www.nel.co.nz/NEL Newsletters.htm). The latest edition dated May 2008 which is to

be issued shortly includes a customer survey covering many network issues.


http://www.nel.co.nz/
http://www.nel.co.nz/NEL_Newsletters.htm

NEL is also partially reliant on electricity retailers to appropriately advise their customers
on the most appropriate pricing options. Retailers are in contact with the customer on a
monthly basis as part of the billing process. Retailers also have account managers for
the larger customers who are typically skilled in issues relating to quality of supply and

price.

Electricity Retailers are informed of any changes to the NEL tariffs so they can properly

advise their customers of the options available to them.

Major Customer Survey
Customer surveys provided the largest 20 customers with the opportunity to broadly
consider price and quality trade-offs. Four broad options were presented to each

customer.

o Pay a bit less to receive a bit less reliability.
o Pay about the same to receive about the same reliability.
o Pay a bit more to receive a bit more reliability.

o Pay a lot more to receive a lot more reliability.

Most of these 20 largest customers indicated a preference to continue paying about the

same to receive about the same reliability.

Contractual Relationship with Retailers

In the process of entering into a contractual arrangements for Use of System
Agreements (“UoSA”) NEL provided price and quality trade-off information. This is
evident in the price and quality information included in the UoSA (refer

http://www.nel.co.nz/Conveyance & Use of System Agrmnt.doc). Retailers are an

important representative for customers.

New and Changed Connections

NEL provides specific price and quality information to customers in responses to new or
changed connection enquires. The types of price quality considerations include;
capacity, how to configure the network for the connection cost of options, consideration

for joint benefit options etc.

To consult (or ensure that another person consults on its behalf) with its
customers about the quality of goods and services that they require, with

reference to the prices of those goods and services;


http://www.nel.co.nz/Conveyance%20&%20Use%20of%20System%20Agrmnt.doc

Major Customer Survey

NEL engaged Phil Caffyn of Utility Consultants in Hamilton to consult with customers on
our behalf about price-quality tradeoffs. Mr Caffyn consulted with the 20 largest
customers directly via telephone in the period late January to mid February. These 20
customers represent a broad cross- section of the larger customer base from 18GWh
down to 500kWh per year. The smallest of the 20 are Supermarkets, Hotels and

Retirement Villages using approximately 500,000kWh per year.

Tariff Options

NEL has provided mass market customers the opportunity to consider tariff price and
quality trade-offs via the mail dropping of NEL newsletters and publishing of tariff prices
in the Nelson Mail. The newsletter and newspaper provide the opportunity for
customers to directly contact NEL with any issues or requests on the price and quality
information included. Tariffs have been included in the April 2007 and May 2008
newsletters. The May 2008 edition which is to be issued shortly includes a survey for
customers to complete. The results of surveys are helping with the pricing options and
asset management of Nelson Electricity.

Contractual Relationship with Retailers

NEL engages the retailers in many ways.

o We have a signed Use of System Agreement (UoSA) with retailers and as part of
this agreement provide them with price and quality information. NEL had to
negotiate the terms of the UoSA with the retailers including price and quality of
supply.

o Informal discussions with the three dominant retailers on the network, which are:
Trustpower, Meridian Energy and Contact Energy. The methods of discussion
vary from face to face to phone conversations. Indirectly these discussions can
have an influence on the price-quality trade-off. The issue for NEL is that its
reliability has always been excellent and that the customer is used to this level of

reliability.

There is a low level of community understanding over the difference between actual line
charges and what retailers repackage them as. Informal discussion with most customer

types can not differentiate between line charges and the retailers delivered charges.



i)

New and Changed Connections

NEL consults with electricity retailers, developers, electrical contractors and customers
in response to new or changed connection enquires through meetings, telephone calls
and written communications. NEL has a vested interest in ensuring the network is
configured in a manner that can provide the appropriate capacity for new loads while
not reducing the security of supply to existing connections.

To properly consider the views expressed by customers during and after that

consultation;

Tariff Options

Informal feedback as a result of the tariff price and quality information from newsletters
from the mass market indicates customers have lost touch with the role a line company
plays in the electrical industry since the separation of Line and Energy companies in
1999. The mass market customer only considers the total electricity bill value without
separating out line charges. The perception to them is that electricity prices are always
increasing and have little regard to the fact that line charges have remained the same
or at similar levels while retail electricity prices have increased. Consequently it is
difficult in some instances to discuss and demonstrate price versus quality trade offs.

NEL gives the customers the ability to fill out a survey (included in January 2006
newsletter a new survey is included in the May 2008 newsletter which is to be issued
shortly). The findings of the 2006 survey show that half do not know that Nelson
Electricity was a Line Company but most were happy with the current system reliability.
Itis clear that customer’s impressions are industry impressions and do not differentiate

between generation, transmission, distribution and retail.

This is discussed further in the section (iv) below.

Major Customer Survey
A review of consultation with Major Customers has revealed that only one of the 20
largest customers was willing to consider alternative price and reliability options

(specifically receiving increased reliability).

Contractual Relationship with Retailers
In the negotiating of the UoSA, NEL needed to consider retailer input prior to reaching

an agreement. Evidence is the signed UoSA.



New and Changed Connections

In agreeing new or changed connections, NEL has implicitly considered the views and
requirements of the customer in terms of quality and quantity. Typically NEL will
receive a Network connection application with a requested capacity required. NEL will
investigate what, if any, alterations to the NEL network are required to supply the
requested capacity. In some situations NEL may suggest options whereby both parties
can benefit. In the example of a new substation for a building, NEL may offer the
capacity at a reduced price if a larger transformer can be installed on their premises
and have excess capacity available for the network.

NEL will evaluate the dollar contribution required for the new load to connect to the NEL

Network.

to adequately take these views into account when making its asset management

decisions.

NEL is in a good position where it can demonstrate an excellent reliability track record

while providing average prices to customers.

At a high level NEL has adopted the following processes for acting on customer

responses.

. NEL'’s asset management plan (AMP) has been modified to include the customer
consultation phase in all major decisions concerning capacity and supply
security.

. NEL remains responsive to approaches from customers about service levels.

. NEL takes into consideration any feedback it receives from customers.

The AMP is designed and caters for the input of customer’s views. There are two parts
to this.

o Where a specific customer wants an enhanced quality of supply and is willing to
enter into an appropriate commercial contract with NEL to achieve this.
Currently, NEL does not have any arrangements with any customers for an
enhanced quality of supply.

o Where large numbers of customers demand a price-quality trade-off that differs

from that currently provided.
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Tariff Options

Through informal feedback received from customers NEL has identified that customers
do not currently have sufficient information about NEL to enable NEL to effectively
consult on price and quality trade-offs. Whilst this directly affects tariff options its
implications in relation to price and quality are broader.

NEL is considering a number of mechanisms to better inform customers of its role. One
such process has been through its newsletters where NEL has provided information on

industry structure and NEL'’s function within that structure.

From the 2006 survey only 50% of respondents were aware Nelson Electricity was their
electricity lines company there has been nothing to indicate in the interim that the
position has changed. This demonstrates that the survey responses were on a whole
an electrical industry response. The majority of the larger customers and mass market
customers are happy with current prices and system reliability. Neither group has
supported increasing prices for an increase in reliability. It should be noted that 16% of
mass market customers indicated they would be happy to pay more for a more reliable
electricity supply and 15% of mass market customers were willing to pay less money for
a less reliable electricity supply. NEL will continue to monitor this as there may be a
change in customer perception in the future and the drive for improved system
reliability. The customers who support paying more for a more reliable electricity supply
are spread throughout the network and so currently it is difficult to be able to cater to
their specific needs without upgrading the whole network for the benefit of all.

NEL is mindful that there are limitations in any process to significantly improve the
existing network infrastructure. Most additional investment by the owners in the existing
underground network would not be recorded at full cost due to shortcomings in the ODV
process, and the company is constrained from increasing prices to generate an

appropriate return on cost.

Major Customer Survey

NEL intends to meet with customers who are willing to consider different price quality
options on a one-on-one basis to discuss the customer’s particular requirements and
then assess the feasibility of entering into a commercial agreement for NEL to provide a

different quality of supply (and hence price) for that customer.
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Contractual Relationship with Retailers
Through the agreement of UoSA NEL has implicitly considered the views of retailers
and incorporated them into the UoSA.

Conclusion

Nelson Electricity has one of the best electricity network reliabilities in New Zealand.
The Service Levels as outlined in the Asset Management Plan also reflect this. The
SAIDI for year ending 31 March 2008 was only 16.92 minutes. NEL target level for year
ending 31 March 2008 was 40 minutes. This good result was due to a low number of
significant outages. The existing target service level of 40 minutes is achievable under
favourable conditions. It has to be noted that given the small network size of Nelson

Electricity only one outage could result in the exceeding of target.

It is also salient that NEL has aging assets and over time even if existing levels of

reliability are to be maintained, increased levels of investment will be required.

The customers are predominantly satisfied with NEL’s current system reliability
performance. We do have to be realistic when we survey customers on reliability, they
do not necessarily differentiate between whether an issue is a Retailer, Distributor,
Transmission or Generator issue. The important issue for them is what they experience

at their premise.

NEL has comprehensive maintenance and development programmes which continue to
aid in the improvement of the NEL network. These plans attempt to maintain or improve
the NEL network security of supply. The NEL directors are however sensitive when
development projects are proposed which have costs well in excess of the increase in
ODV. NEL has recently deferred some works that although operationally sound, the
regulated return on investment was less than the cost of capital and hence could not be
undertaken in commercial terms. These decisions do compromise NEL'’s Security of
Supply Standards unless the situation changes. Ultimately the regulatory restrictions on
including the full value of the work will mean that the work will not be undertaken and

reliability of the network will be compromised.

NEL revised its targets upward to a level of 40 minutes for SAIDI in 2006 and planned
to increase to 45 minutes in 2009, to reflect the aging of the network assets. Although
this on the surface looks to be a negative move, it is to have a realistic target based on

a balance between all stakeholders needs and the network configuration.

12



NEL, through the following processes has also demonstrated compliance with the

requirements of section 6(1)(e).

o Tariff Options

o Major Customer Surveys

o Newsletters

o Mass Market survey

o Contractual Relationships with Customers

o New or changed connection

Supporting evidence is presented in the following Appendices -

o Appendix F - Broad observations from consultation with 20 largest customers

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 Distribution Thresholds)
Notice 2004 and the Amendment Notice 2006. 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.
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PRICEAVATERHOUSE( QOPERS

PricewaterhouseCoopers
188 Quay Street

Private Bag 92162
Auckland, New Zealand
DX CP24073
www.pwc.com/nz
Telephone +84 9 355 8000
Facsimile +64 9 355 8001

AUDITORS’ REPORT ON THRESHOLD COMPLIANCE STATEMENT
To the readers of the threshold compliance statement of
Nelson Electricity Limited for the assessment period ended on 31 March 2008

We have examined the attached statement, which is a threshold compliance statement in respect
of the price path threshold and the quality threshold prepared by Nelson Electricity Limited for
assessment as at 31 March 2008 and dated 20 May 2008 for the purposes of information
requirements set out in clause 7 of the Commerce Act (Electricity Lines Thresholds) Notice 2004
(“the Notice”). In this report the attached statement is called "the threshold compliance statement”.

Directors’ Responsibilities

Directors of Nelson Electricity Limited are responsible for the cerfification, confirming the
compliance or otherwise, of the threshold compliance statement in accordance with the Notice.

Auditors’ Responsibilities

It is our responsibility to express an independent opinion (in the form prescribed in the Notice) on
the threshold compliance statement and report our opinion to you.

We conducted our audit in accordance with the Auditing Standards issued by the Institute of
Chartered Accountants of New Zealand.

Basis of Opinion - Price Path Threshold and Quality Threshold: SAIDI and SAIFI Statistics
for the Assessment Period ended 31 March 2008; and Quality Threshold: Customer
Communication

Qur audit included examination, on a test basis, of evidence relevant to the amounts and
disclosures contained on pages 1 to 13 and Appendices A to F of the threshold compliance
statement and which relate to:

+ the price path threshold set out in clause 5 of the Notice; and

« the SAIDI and SAIFI statistics for the assessment period ended on 31 March 2008 which are
relevant to those paris of the quality threshold that are set out in clauses 6(1){a} and 6(1)(b) of
the Notice.

+ the customer communication part of the quality threshold set out in clause 6(1){c) of the
Notice.

It also included an assessment of the significant estimates and judgements, if any, made by Nelson
Electricity Limited in the preparation of the threshold compliance statement and an assessment of
whether the basis of preparation has been adequately disclosed.

We planned and performed our audit of the threshold compliance statement so as to obtain all the
information and explanation which we considered necessary, including for the purpose of obtaining
sufficient evidence to give reasonable assurance that the threshold compliance statement is free
from material misstatements (whether caused by fraud or error), except that our work was limited in
respect of the quality threshold: SAIDI and SAIFI statistics as explained below. In forming our
cpinion we also evaluated the overall adequacy of the presentation of information in the threshold
compliance statement.
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PRICEAVATERHOUSE( QOPERS

AUDITORS’ REPORT ON THRESHOLD COMPLIANCE STATEMENT
Nelson Eleciricity Limited

Basis of Opinion - Quality Threshold: SAIDI and SAIF| Statistics for the Years Ended 31
March 1989, 2000, 2001, 2002 and 2003.

In refation to the SAIDI and SAIFI statistics for the years ended 31 March 1999, 2000, 2001, 2002
and 2003 which are relevant to those parts of the quality threshold that are set outin clauses
6(1)(a) and 6(1)(b) of the Notice. We have undertaken procedures to provide reasonable
assurance that:

» the amounts and disclosures in the threshold compliance statement relating to those statistics
have been correctly taken from the information disclosed by Nelson Electricity Limited in
accordance with the Electricity {Information Disclosure) Regulations 1999; and

« those statistics have been calculated based on the source data provided to us. We have not
performed audit procedures on the source data.

Relationship and Interests

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
Lirnited that, in our professional judgment, may reasonably be thought to impair our independence.

Opinions

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

Price Path Threshold

In our opinion, having made all reasonable enquiry, to the best of our knowledge the amounts or
details set out in the threshold compliance statement relating to the price path threshold set out in
clause 5 of the Notice and related information have been prepared in accordance with the Notice,
and give a true and fair view of the performance of Nelson Electricity Limited against that threshold
for the assessment period ended on 31 March 2008,

Quality Threshold: SAIDI and SAIFI statistics
In our opinion, having made all reasonable enquiry, to the best of our knowledge:

a) the SAIDI and SAIFI statistics for the assessment period ended on 31 March 2008 which are
relevant to those parts of the quality threshold that are set out in clauses 6(1)(a) and 6(1)(b) of
the Notice and related information have been calculated or prepared in accordance with
Nelson Electricity Limited’s policies and procedures for recording SAIDI and SAIF| statistics as
disclosed in the threshold compliance statement, and fairly represent the performance of
Nelson Electricity Limited for the assessment period ended on 31 March 2008;

b) the SAIDI and SAIF] statistics for the years ended 31 March 1999, 2000, 2001, 2002 and
2003, which are relevant to those parts of the quality threshold that are set out in clauses
6(1){a) and 6{1}(b) of the Notice, have been correctly taken from the information disclosed by
Nelson Electricity Limited in accordance with the Electricity (Information Disclosure)
Regulations 1999. Those statistics have been properly calculated based on the unaudited
source data provided to us by Nelson Electricity Limited.

15



PRICEAATERHOUSEH QOPERS

AUDITORS’ REPORT ON THRESHOLD COMPLIANCE STATEMENT
Nelson Electricity Limited

Quality Threshold: Customer Communication

In our opinion, having made all reasonable enquiry, to the best of our knowledge the informaticn
set out in the threshold compliance statement relating to that part of the quality threshold that is set
out in clause 6(1)(c) of the Notice has been prepared in accordance with the Notice, and gives a
true and fair view of the performance of Nelson Electricity Limited against that part of the quality
threshold for the assessment period ended on 31 March 2008.

Qualified Opinion
Our opinion is qualified as follows:

Quality Threshoid: SAIDI and SAIF] siatistics
The scope of our audit was subject to the following limitations:

¢ There is no independent evidence available for the period to support the completeness and
accuracy of recorded faults; and

» Control over the completeness and accuracy of ICP data included in the SAIDI and SAIFI
calculations is limited throughout the period.

Because of these limitations, there are no practical audit procedures that we could adopt to confirm
independently that all outage and ICP data was properly recorded for the purposes of inclusion in
the amounts or details set out in the quality threshold: SAIDI and SAIFI statistics.

In these respects alone we have not obtained all the information and explanations that we have
required.

Because of the potential effect of the limitations in the evidence available to us, we are unable to
form an opinion as to whether the amounts or details set out in the quality threshold: SAIDI and
SAIFI statistics for the assessment period ended on 31 March 2008, together with the SAID! and
SAIF] statistics for the years ended 31 March 1999, 2000, 2001, 2002 and 2003, give a true and
fair view of the performance of Nelson Electricity Limited against those parts of the quality
threshold that are set out in clauses 6(1)(a) and 6(1)(b) of the Notice for the assessment period
ended on 31 March 2008.

Our audit was completed on 20 May 2008 and cur qualified and unqualified opinions are expréssed
as at that date.

fronitehouseCooe 2

PricewaterhouseCoopers
Auckland
20 May 2008
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6. Certification of Threshold Compliance Statement

We, David William Richard Dew and Brian Lawrence Rhoades, 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
Distribution Thresholds) Notice 2004 complies with the requirements of that notice.

David William Richaug

Brian Lawrence Rhoades

20 May 2008 20 May 2008
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Appendix A - Information Supporting Clause 5(1)(a)

Commerce Act (Electricity Distribution Thresholds) Notice 2004 and
Amendment Notice 2006

Price Path Inputs and Calculations
for the Assessment Date 31 March 2008

Clause 5 (1) (a)
NR2008

Notional Revenue for the year ending 31 March 2008
Term Description ($)

Prices at 31 March 2008
2Pi 2008Qi multiplied by 31 March 7,103,472
' 2003 Base Quantities

Transmission Charges
for year ending 31 1,892,269
March 2008

Rates for year ending

K2008 31 March 2008 i

Electricity Commission
Levies for year ending 21,822
31 March 2008

Notional Revenue for
NR2g0s :Zpi,2008Qi - Kooos the year ending 31 5,174,156
March 2008

R2004

Maximum Notional Revenue at the reference date which would not have caused the
distribution business to breach the price path under the Initial Notice

Term Description %)
Prices at 6 September
2003 multiplied by 31
2Pio X Qip March 2003 Base 6,495,631
Quantities

Budget Transmission
Charges for year ending 1.524.142

Crao0s 31 March 2004

Budget Rates for year
Crooos ending 31 March 2004 4,952

Maximum Revenue at
31 March 2004 that

would not have caused
R2004 a breach under the 4,966,537

Initial Notice

Note: All notation in the table above except Rx004 comes from the Initial Notice.
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Testfor5(1) (@) - (NRxgos/ Ropos < 1)

Allowable Notional Revenue under CPI -X price path

Term Description ($)
X X Factor 1%
Maximum Revenue at 31 March
R2004 2004 that would not have caused 4,966,537
a breach under the Initial Notice
Average change in Consumer
(1+ACP|2005) Price Index over 2004 1.0229
(1-X) 1-X Factor 0.99
Allowable Notional Revenue
Rooos under the CPI-X Price Path for 5,029,481
the year ended 31 March 2005
1+ACPI Average change in Consumer 1.0304
( 2006) Price Index over 2005 )
(1-X) 1-X Factor 0.99
Allowable Notional Revenue
Roo06 under the CPI-X Price Path for 5,130,405
the year ended 31 March 2006
1+ACPI Average change in Consumer 1.0337
( 2007) Price Index over 2006 )
(1-X) 1-X Factor 0.99
Allowable Notional Revenue
Rooo7 under the CPI-X Price Path for 5,250,033
the year ended 31 March 2007
1+ACPI Average change in Consumer 1.0238
( 2008) Price Index over 2007 )
(1-X) 1-X Factor 0.99
Allowable Notional Revenue
Rooos under the CPI-X Price Path for 5,321,033
the year ended 31 March 2008
Expression must be less than or
NR200s / Rogos equal to 1 to avoid breaching 0.9724
5(1)(a)
R200s - NR2gos Value of Compliance or (Breach) 146,877

For presentation purposes, the CPI Index has been presented to four decimal places,
however, for the calculation of Rzgos, the full index (with no rounding) has been applied.
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Source: Statistics New Zealand All Groups SE9A Index (Note this index was rebased to June 2006 -Consumers Price Index Review information paper published
on 28 September 2006. The 2006 September quarter CPI was the first index published using the new base)

Source: Statistics New Zealand All Groups SE9A Index (Note this index was rebased to June 2006 -Consumers Price Index Review information paper published
on 28 September 2006. The 2006 September quarter CPI was the first index published using the new base)

Source: Statistics New Zealand All Groups SE9A Index (Note this index was rebased to June 2006 -Consumers Price Index Review information paper published
on 28 September 2006. The 2006 September quarter CPI was the first index published using the new base)
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Appendix B - Information Supporting Clause 5(1)(b)

Clause 5 (1) (b)

NRMax

Maximum Notional Revenue for the period 1 April 2007 to 31 March 2008.
P x Q using 31 March 2008 Prices and 31 March 2003 Base Quantities if there has been no
change in prices over this period, otherwise the prices which generate the maximum notional
revenue over the period when using 31 March 2003 quantities

Term

Description

®)

ZPMax Qi

Maximum Price
Between 1 April 2007
and 31 March 2008
multiplied by 31 March
2003 Base Quantities

7,103,472

K2008

Transmission Charges
for year ending 31
March 2008

1,892,269

Rates Charges for year
ending 31 March 2008

15,224

Electricity Commission
Levies for year ending
31 March 2008

21,822

NRMax

Maximum Notional
Revenue for 1 April
2007 to 31 March 2008

5,174,156

Test for 5 (1) (b) - (NRmax /
Max(Rz007:R2008) ) < 1

Notional Reveue during the period is not to exceed the maximum of the Allowable Notional
Revenue at the end of the assessment period and the Allowable Notional Revenue at the end of
the previous assessment period

Term

Description

®)

NRMax

Maximum Notional
Revenue for 1 April
2007 to 31 March 2008

5,174,156

R2007

Allowable Notional
Revenue at 31 March
2007

5,250,033

RZOOB

Allowable Notional
Revenue at 31 March
2008

5,321,033

Max(Rz007,R2008)

Maximum of the
Allowable Notional
Revenue at 31 March
2007 and the Allowable
Notional Revenue at 31
March 2008

5,321,033

NRuax / Max(R2007,R2008)

If expression is greater
than 1, Clause 5 (1) (b)
is breached

0.9724

Max(R2007:R2008) = NRuax

Value of Compliance or
(Breach)

146,877
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Appendix C

Price Path Revenue Table using 1 April 2008 Prices and 2003 Quantities

Price as at the Assessment Date 31 March 2008

Number of Days: 365
Other Notional Distribution Notional Total
Distribution Charges FEEETY Revenue bz R&VE\I‘ILI&
; » Number of kvAat |Other Qty at ES (s) Revenue (8}
Tariff or Fee Description ICPs KWWh at 31/3/03 3113003 3113003 i i Non (%)
at 31/03/03 Fixed Variable | Conveyanc
(c/kKWh) e Fixed Variable
Siday c/kVAlday Other (Multiply by P;, 2005 Qi 0f

Unmetered - - -
Streetlights 1 20012 73,044 - 73,044
Unmetered Supphy 9 0.40 1,314 - 1,314
Builders Temp 14 0.44 2,248 - 2,243
Residential Standard - - -
RS1 6994 0.63 1,608,270 - 1,608,270
RS2 31,196,138 3.96 - 1,235,367 - 1,235,367
RS3 18,613,715 236 - 435 284 - 439 284
RS54 2,554,965 1.51 - 38,580 - 38,580
Residential Economy - - -
RE1 120 0.15 5,570 - 5,570
RE2 685,741 5.66 - 45870 - 45,670
RE3 432,395 376 - 16,258 - 16,258
RE4 68,374 211 - 1,443 - 1,443
Business Standard - - -
BS51 1180 1.00 430,700 - 430,700
BS2 23,487,663 3.96 - 830,111 - 830,111
Business Economy - - -
BE1 111 0.63 25524 -
BE2 438 545 5.66 - 27 857 -
Business Night Saver - - -
BN1 1.00 - - -
BH2 455 781 4.36 - 20,045 - 20,045
BN4 1.51 - - - -
Business Controlled - - -
BC3 767,729 236 - 18,118 - 18,118
BC4 216,386 261 - 5648 - 5,648
BCS 540,241 1.51 - 9,668 - 9,668
Time of Use - - -
Metered Charge 100 1.31 47,893 - 47,853
Energy 44 194 283 1.55 - 585,011 - 585,011
Winter Demand KW 5205 15.5699 295,800 - 255,800
Winter Demand KVA 6923 14. 7850 373,704 - 373,704
Capacity Supply Group 3 5 614 3,069 - 3,069
Capacity Supply Group 4 3 1,008 3,025 - 3,025
Capacity Supply Group 5 ] 1,608 14,455 - 14 469
Capacity Supply Group 6 11 2,017 22 186 - 22 186
Capacity Supply Group 7 38 3,186 121,071 - 121,071
Capacity Supply Group 8 12 4 385 52614 - 52,614
Capacity Supply Group & 11 7,308 20,383 - 20,383
Capacity Supply Group 10 I 10,9561 76,729 - 75,729
Capacity Supply Group 11 3 14 615 43 345 - 43 345
Capacity Supply Group 12 1 21,923 21,823 - 21,923
TOU Sealord - - -
Fixed Network 1 1 178,702 178,702 - 178,702
Fixed Tra ission 1 147,428 147 428 - 147,428
Energy 16,795 107 0 - - - -
¥ Ppages Gig 7,103,472
Total Other Charges -
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Appendix C cont'd

Notional Revenue at First Assessment Date (6 September 2003)

Number of Days: 365
o Other Notional Distribution Ngiiﬁ:fl R ;\zﬁh .
Number —— Distribution Charges Fees/Charges Reg)nue Revenue ©)
Tariff or Fee Breswimia || @ IaCtPs KWh at 31/3/03 ;l/,/;g; Qty at _ : NOE‘MCU‘I’I?"IeVS"w ®
31/3/03 Fixed Variable iply by
31/03/03 (c/kwh) | Quantities as Fixed Variable
appropriate)
$/day | c/kVA/day Other Pizo0s Qip
Unmetered - - -
Streetlights 1 200.12 73,044 - 73,044
Unmetered Supply 9 0.40 1,314 - 1,314
Builders Temp 14 0.44 2,248 - 2,248
Residential Standard - - -
RS1 6994 0.63 1,608,270 - 1,608,270
RS2 31,196,138 3.492 - 1,089,369 - 1,089,369
RS3 18,613,715 1.888 - 351,427 - 351,427
RS4 2,554,965 0.945 - 24,144 - 24,144
Residential Economy - - -
RE1 120 0.15 6,570 - 6,570
RE2 685,741 6.2 - 42,516 - 42,516
RE3 432,395 33 - 14,269 - 14,269
RE4 68,374 1.62 - 1,108 - 1,108
Business Standard - - -
BS1 1180 1.00 430,700 - 430,700
BS2 23,487,663 3.49 - 819,719 - 819,719
Business Economy - - -
BE1 111 0.63 25,524 - 25,524
BE2 488,645 5.172 - 25,273 - 25,273
Business Night Saver - - -
BN1 1.00 - - -
BN2 459,781 3.871 - 17,798 - 17,798
BN4 1.093 - - - -
Business Controlled - - -
BC3 767,729 1.857 - 14,257 - 14,257
BC4 216,386 2.093 - 4,529 - 4,529
BC9 640,241 1.093 - 6,998 - 6,998
Time of Use - - -
Metered Installation Charge 100 1.31 47,993 - 47,993
Energy 44,194,288 1.066 - 471,111 - 471,111
Winter Demand kW 5205 15.5699 295,800 - 295,800
Winter Demand kVA 6923 14.7890 373,704 - 373,704
Capacity Supply Group 3 5 614 3,069 - 3,069
Capacity Supply Group 4 3 1,008 3,025 - 3,025
Capacity Supply Group 5 9 1,608 14,469 - 14,469
Capacity Supply Group 6 11 2,017 22,186 - 22,186
Capacity Supply Group 7 38 3,186 121,071 - 121,071
Capacity Supply Group 8 12 4,385 52,614 - 52,614
Capacity Supply Group 9 11 7,308 80,383 - 80,383
Capacity Supply Group 10 7 10,961 76,729 - 76,729
Capacity Supply Group 11 3 14,615 43,845 - 43,845
Capacity Supply Group 12 1 21,923 21,923 - 21,923
TOU Sealord - - -
Fixed 1 1 104,000 104,000 - 104,000
Winter Demand 2629 20.1000 192,877 - 192,877
Energy 16,795,107 0.07 - 11,757 - 11,757
ZPioQio 6,495,631
Total Other Charges -
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Appendix D - SAIDI and SAIFI Statistics

Commerce Act (Electricity Distribution Thresholds) Notice 2004 and Amendment Notice
2006

Quality Inputs and Calculations for the
Assessment Date 31 March 2008

28.80 21.60 50.41 0.19 0.74 0.93
16.40 60.26 76.66 0.09 1.21 1.31
12.81 28.27 41.08 0.06 1.73 1.79
0.57 38.18 38.75 0.00 0.95 0.96
27.54 72.44 99.98 0.16 1.27 1.43

Five Year Average SAIDI 61.38 Five Year Average SAIFI 1.28
4.67 12.27 16.93 0.03 0.16 0.18
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Appendix E - Procedure and Flow Chart for Recording SAIDI and

SAIF| Statistics
/
NEL

NELSON ELECTRICITY LTD

NEL Network System Outage Statistics Procedure

Background:

Nelson Electricity has to collect and record accurate information regarding all transmission, sub-
transmission and 11kV outages. The methods and information used has to be robust as the
information is used in the disclosure of both SAIDI and SAIFI statistics as part of the Quality
Threshold disclosure.

Purpose:
To ensure all information used in the outage statistic information is as accurate as possible. Evidence
of outage times and consumer numbers must also be collected.

Scope:
Applies to all outages both planned and unplanned regarding transmission, sub-transmission and
11kV.

Procedure:
The Asset Manager is responsible for the collection, assessment and reporting of all network outage
statistics. The information used in the assessments can be from many sources:

ICP Database

New Connections

SCADA system

Fault forms

Call Care (fault call reports)
Control room switching instructions

These sources of information are all valid and defensible sources of information.

ICP Database and New Connections:

The ICP Database and New Connections are updated as ICPs are added and removed from the
network. The Business Systems Administrator ensures that these databases are maintained and
accurate.

SCADA System:
The SCADA System installed in 2004 has a detailed reporting function. All reports are time stamped.
This gives accurate timings of any 33kV or 11kV feeder outages and restoration times.

Fault Forms:

Fault forms provided by the NEL fault provider contain times of fault and restoration times recorded
from the contractors who were working on the fault. This source of information is used if there are no
other sources.
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Call Care:

All fault calls are initially answered by the NEL answer phone service provided by Call Care. All
calls are logged and time stamped and all faults reported to NEL the next day. This source of
information is used as NEL receives calls as soon as an outage occurs.

Control Room Switching Instructions:
The switching instructions are a valuable source of information. This is used mainly for the restoration
times especially when backfeeding areas in the restoration phase.

The Asset Manager uses all these sources to evaluate the outage statistics in the SAIDI Stats
Spreadsheet.

Calculations of customer minutes are prepared on the switching record for each individual outage
based on switching times and ICP records. The customer minutes for each event are then added to the
SAIDI/SAIFI Spreadsheet which summarises all events for the year and is used to calculate the annual
SAIDI and SAIFI. The numbers of outages on the Nelson Electricity network are low compared to
other Electricity Line Companies and so it is a relatively easy task to manage these data requirements.
A hard copy summary of each outage is held on file.

The Asset Manager reports to the General Manager all individual unplanned outage statistics and
provides monthly summaries, which are used and reported to NEL Directors.

The outage statistics are also collected and accumulated for the year from 1 April i 31 March the
following year. This accumulated result is used in all the information disclosures including the
Quality Threshold disclosure.

The Business System Administrator audits the results to ensure process and results are accurate.

26



Outage Statistics Reporting Flow Chart
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i
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Appendix F - TOU Consumer Survey Conclusions

TOU Consumer survey conclusions
for the 2 year period ending
31 March 2008

=L

NELSON ELECTRICITY LTD

Compiled by Utility Consultants Ltd
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Summary

Thi s report summari ses the Vviews and preferences obtained fror
consumers. Even from this small market segment some reasonably clear pa tterns have emerged, a s follows.

. The most important aspect of electricity supply is continuity of supply.

. The second most important aspect of electricity supply is restoration of supply.

. The third most important aspect of electricity supply is timely shutdown notices closel y followed by no flicker.

. The 20 largest consumers rate  Nelson Electricity 6 s per formance in the most i mportant
very good with a strong skew towards excellent.

. The 20 | argest consumer s r aperformadee|irs then s Eetoadc masti importagt Garea  of

restoration as very g ood witha strong skew towards excellent.

. The 20 | argest consumer s r etfoamande |irstioerthirdemost onpartantai t ye@d f shutdown
notices as evenly split between very good and excellent .

. The 20 largest consumers have expressed a strong preference for continuing to pay about the same line
charges to receive about the same reliability. This conclusion is consistent with other larger consumer and
mass market surveys that have been performe d for other electricity lines business over the past four years.
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Remarks

. It appears that the difference between continuity and restoration may not be well understood, despite the
consultations using the phrases fAkeepiomnvwert hbea gpko weerr iofn 0i ta nglo eisg et

In terms of management activities, these conclusions give Nelson Electricity a strong community mandate to
pursue the following tacticseé

. Focus resources and attention on maintaining continuity and restoration.
. Make further improve ments to already very good shutdown notice procedures.
. Keep line charges at about the same level as they currently are.

. Keep the level of continuity and restoration  at about the same level as it currently is

. Power flicker does nsignificaatproldesnr t o be a
. Possibly strengthen the Nelson Electricity  brand identity, including reinforcing the line T energy split issue.
Only 3 completed surveys correctly identified Nelson Electricity as the owner of the poles and wires in the

Nelson city area.
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1. Introduction

1.1 Backaround

Nelson Electricity recently commissioned Ultility Consultants Ltd to cons ult with its 20 largest consumers (as it has
done in 2004 and 2006), principally to meet the consumer engagement obligations of the lines price threshold
regime, but also to identify market preferences for service levels and line charges. This consultatio n was

completed during the two year period ending 31 March 2008.

1.2 Survey description

The consultation process was a phone survey of NEhis suovay wisl ect r i ¢
performed by Utility Consultants and was very similar to th e two previous consumer surveys performed in early

2004 and in early 2006. This yeards survey included consultation with repre
electricity retailers which have been separately presented to Nelson Electricity.

1.3 Survey __response rates

In contrast to previous large consumer surveys, the response rate from the 20 large consumers was rather poor.
This included 4 respondents that could not be contacted, 4 that declined to participate and 2 that did not reply to
requests to participate.
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2. Corporate identity recognition

A question on corporate id  entity was included at the very start of the survey, and asked consumers to identify who
owned the poles and wires in Nelson City from among the following electricity companies.

o TrustPower

o Transpower

J Contact Energy

. Nelson Electricity

J Meridian Energy

. Nelson City Council

Other

Of the 10 completed surveys, only 3 correctly identified Nelson Electricity whilst 7 were unsure. Unlike other large
consumer and mass market surveys, no one thought a retailer (usually the incumbent) owned the poles and wires.
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Who owns the poles & wires in Nelson City

10
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3. What is most important

The large consumer survey asked respondents which of the following 7 aspects of electricity distribution did they
consider to be most important, 2" mostimportantand 3™ most important.

. Answering the phone quickly when they called Nelson Electricity.
. Keeping the power on all the time.

. Quick processing of applications for new connections.

. Advising on technical matters.

. Getting the power back on quickly.

. No flicker or surge

Sufficient notice of planned shutdowns.

Chart description 7 shows which aspects of electricity supply that consumers consider to be most important, 2 nd

most importantand 3 " most important.

Interpretation T Respondents clearly indicated that keeping the power on is the most important aspect of
electricity lines services . Getting the power back on when it goes off is ranked as second most important, whilst
third most important was split between sufficient notice of planned shutdowns and no flicker.

35



What is important to electricity lines consumers ??

10

Most important
B Second most important
B Third most
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4. How well are we doing

The second qu estion asked respondents how well Nelson Electricity is performing in the same seven aspe cts of

electricity distribution.

) Answering the phone quickly when they called Nelson Electricity.
. Keeping the power on all the time.

. Quick processing of application s for new connections.

. Advising on technical matters.

. Getting the power back on quickly.

o No flicker or surge

. Sufficient notice of planned shutdowns.

Chart description 7 shows consumer perception of performance for each aspect.

Interpretation i In the areas deemed most important (keeping the power on) and second most important (getting

the power back on), Nelson Electricity is perceived to either very good or excellent . In the areas ranked third
most important (sufficient notice of planned shutdowns a nd no flicker), Nelson Electricity is perceived to be either

very good or excellent.
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How well are we doing ??
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5. Is flicker an issue

The third question asks respondents to make the distinction between detecting flicker at their premises, and flicker
actually being a problem

Chart description i Compares firstly how often flicker is noticed (or detected) and secondly how often it is actually
a problem.
Interpretation i Flicker seems to be noticed more often than it is actually a problem.
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How often is power flicker detected and how often isit a problem ??

8
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6. Preferences for price and reliability

The final question fulfils the statutory requirement to consult with consumers on the issue of supply quality and
price. For the purposes of this exercise, Nelson Electricity has interpreted supply quality as reliability (a
combination of co ntinuity and restoration), which is supported by the conclusions in chapter 2 of this report.

Consumers were asked to indicate a preference from the following four options.

Pay a bit less to receive a bit less reliability.

Pay about the same to receive about the same reliability.

Pay a bit more to receive a bit more reliability.

Pay a lot more to receive a lot more reliability.

Chart description 7 Records the preferences of consumers in each segment for each of the 4 options above.

Interpretation i Replies indicated a strong preference for paying about the same line charges to receive about the
same reliability. These respondents indicated that the current level of reliability met their needs hence there was

no need to pay for any more. The one consu mer who indicated that more reliability would be useful was Cold
Storage Nelson, and this was mainly related to their servers rather than their chilling plant per se .
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Preference for price & reliability
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