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Director Certification

In accordance with the Commerce Act
Electricity Distribution Information Disclosure Determination 2012

Nelson Electricity Limited - Pricing Methodology for the period beginning 1 April 2021

SCHEDULE 17
Certification of Year-beginning Disclosures

Clause 2.9.1

we, 2027 stfc? . Wi

................................................................................................ l.., being directors of Nelson
Electricity Limited certify that, having made all reasonable inquiry, to the best of our knowledge:

a) The following attached information of Nelson Electricity Limited prepared for the purposes
of clauses 2.4.1, 2.6.1, 2.6.3, 2.6.6 and 2.7.2 of the Electricity Distribution Information
Disclosure Determination 2012 in all material respects complies with that determination.

b) The prospective financial or non-financial information included in the attached information

has been measured on a basis consistent with regulatory requirements or recognised
industry standards.

Signed M%-"Q.’ . Signed )

. -
Date 2’14 March 2021 Date 7Y ¥ March 2021
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Glossary and Abbreviations

Advanced Meter

Also called a smart meter. Is a meter with

dhie ablliby 4t fiismsore engy st at verious Low Fixed Charge  Electricity (Low Fixed Charge Tariff Option
s T ity gy < i Regulations for Domestic Consumers) Regulations 2004.
time inte an. w1 opemnf). two-way (LFC Re guln tions)
remote communications capability. Installed at
a Category 1 or 2 metering installation point Loss Factor Loss factors are declared by distributors
(500Amps). and used to reflect the normal difference
be! injected i rk and
Connection A point of connection to an electricity entewcex;:l?ergylxgoeg th;n:e)t:v::l:wi: th:n
distribution network as identified by an mc;ﬁ'ﬂiaﬁon -
Installation Control Point (ICP) identifier. process
Controlled Meter A meter that measures load where there is (I'I'?:Cl;ked Lo Frigl Clige,
functionality to control the energy provided to
permanently wired appliances (e.g. 2 hot water Lower South Stipulated in the LFC regulations as
cylinder) that are connected to the meter. region consumers supplied by the Arthur’s Pass,
Distributor A company that owns or operates the power Ca:stle fory Papa.x:m,.and H ox;:rat'a %nd eﬁt
lines that transport electricity on local poﬁ ml T IR O
networks. Terms also used are ‘distribution el
company’, ‘lines company’ and ‘network Meter Categories  Defined in the Schedule 10.1 of the Code.
company’. (1,2,3,4,and 5) See Appendix 6.
Electricity An Act that regulates the operation of the Meter register An energy measurement device on a meter.
Industry Act 2010 New Zealand electricity industry.
(Act) Peak Load Peak half hourly demand, measured in kW or
kVA.
Electricity The Code sets out the duties and o= R TN = = .
Industry responsibilities that apply to industry Pricing Principles  The dlsmbut.}o.n pricing }?nfmlp.les as published
Participation Code participants and the Electricity Authority. by the Electricity Comx:mssnon in March 2010,
(Code) adopted by the Electricity Authority.
Electricity EIEPs provide a set of standardised formats for Registry il'hc regis'try isa nntional' database that' contains
Information business-to-business information exchanges. information on every point of connection
Protocol on local and embedded networks to which a
(EIEP) consumer or embedded generator is connected.
Elecuicity Association of all 29 New Zealand elecn'icil‘)' ToU Meter Category 3,4,0r5 metering installation
Netwoiks distributors. capable of recording kWh and at least one of
Association (ENA) kVArh and kVAh on a half-hourly basis
Information Electricity Distribution Information Transmission Conveyance of electfic?ty at high voltages
Disclosure (ID) Disclosure Determination 2012. through the Transmission network.
Input Electricity Distribution Services Input Transmission New Zealand’s national transmission network
Methodology (IM) Methodologies Determination 2012. network (national grid) owned by Transpower New
Zealand Limited.
Installation See Connection.
Control Point Uncontrolled A meter that measures load where there is no
(ICP) Meter load control functionality.
Kilowatt hour kilowatt hour is also known as a unit of Unaccounted for tﬂ"u: diffe‘“’ nce between reported energy
(kWh) electricity and is the basis of retail sales and Energy (UFE) injected into a network and the reported'
reconciliation of electricity in the market. energy extracted from the network after it has
been adjusted using Loss Factors.
Legacy meter A meter that measures cumulative energy

consumption (kWh) and does not have remote
communications capability. Installed at a
Category 2 ICP or lower (<500Amps).

The Electricity Authority also publishes a glossary of key industry

terms on its website.

3|Page



1. Introduction

Background
Nelson Electricity Limited is the Electricity Distribution Business that delivers electricity to electricity

users on behalf of energy retailers. Nelson Electricity is responsible for managing and operating the
electricity distribution network in the central Nelson city area.

By way of brief background, Nelson Electricity was formerly the Municipal Electricity Department of
the Nelson City Council. The Electricity Industry Reform Act 1998 required that all electricity
companies split into either the supply business (generating and/or retailing electricity) or the delivery
business (operating the local electricity network). In 1999, Nelson Electricity sold its retail operation
to focus on its electricity delivery business.

Figure 1 Nelson Electricity is in Nelson city at the top of the South Island.

Nelson Electricity is owned by Network Tasman and Marlborough Lines, each holding a 50%
shareholding. The day-to-day operations are managed by a small team of executives, and all
maintenance and capital work is outsourced to approved contractors by way of contestable
tendering of works.

The Nelson Electricity network comprises approximately 9,270 connections in a concentrated area of
24 square kilometres in the central Nelson city area. The connections are largely CBD, industrial and
dense urban. Nelson Electricity has a peak loading of 33.MW, during winter months and distributes
137GWh annually through the network.

Nelson Electricity derives its transmission services via Transpower’s Stoke substation which is 7km
from Nelson Electricity’s only Zone Substation at Haven Road.
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kWh Consumption

Nelson Electricity, from the 1950s up until 2008, had consistent kWh growth of approximately 1.0% -
1.5% per year. Between 2008 and 2015 kWh consumption then reduced at approximately 1.0% per
year.

The global financial crisis may have started the decline in consumption in 2008 but the decline
continued due to the following changes at consumer level:

. Older appliances being replaced with more energy efficient options

° LED lighting replacing incandescent and compact fluorescent light bulbs
. Improvements in home insulation

° Greater energy conservation by electricity consumers

° Higher electricity prices

. Installation of solar PV.

Consumption has now changed in the last three years, seeing it flattening off between 2015 through
2017 and then and increase in 2018 with a colder winter and hot summer. Consumption returned
normal levels in 2019. Covid-19 and some larger customer changes impacted the network in 2020
with consumption reducing 3% through the year. Most of the Covid related impact was during the
Alert Level 4 and 3 lockdowns in April 2020 and May 2020. Consumption on a month-to-month basis
since then (excluding the larger customer changes) has returned to previous year levels.

With the information Nelson Electricity has on hand, and excluding Nelson entering any Covid-19
Alert Level greater then 2, it is assessed that the short to medium term (1-5 years) outlook for
Nelson Electricity is flat consumption, and consumption increasing at 1% per year after that as
electric vehicles become more cost effective.

Nelson Electricity GXP 12 Month Rolling Consumption
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Peak Demand

Peak demand up until 2008 was also increasing at the same rate as kWh’s at approximately 1.0% -
1.5% but since 2008 has flattened off but not decreased. This peak demand level has remained
unchanged. The reason for peak demand growth has not tracked downward with consumption but is
due to the lower utilisation of load control at peak demand times. Load control is now principally
being used for minimising transmission peaks as there are now no upper network constraints on the
Nelson Electricity network to manage load for. The graph following demonstrates how the peak
demand has flattened since 2008.

Nelson Electricity 33kV Load Forecast
(Based on Actual Load Peak from 1954 - 2020)

With the information Nelson Electricity has on hand, it is assessed that the short to medium term
outlook for Nelson Electricity is no change to peak demand with 0% growth.

. There is limited opportunity for new load/connections as there is limited undeveloped land
available in the central Nelson city area.
. Many recent re-developments of land typically have resulted in no additional growth given any

new building uses less electricity overall.

Connection Numbers

Between 2010 and 2015 Nelson Electricity has had on average 50 new ICPs a year. This is calculated
as being the difference between decommissioned and new connections. Most are typically new
residential connections.

Since 2015 decommissioned ICPs have offset the new ICPs which has meant that connection
numbers have been flat for almost three years. This is, however, not an indication of no growth as
many decommissioned sites are making way for new future connections and the applications are
now coming through with many starting to be realised.
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There are several small building and subdivision developments progressing around the city which
brough in 30 new connections in 2020. Our pricing will factor in 30 new ICPs for the coming year as
well.

Nelson City Council had set up Special Housing Areas as part of their Housing Accord. There are
some new smaller developments occurring because of this. Council has also released their
Intensification Action Plan which looks at a guiding framework for Council actions to enable housing
intensification in the area with a clear change to intensifying housing development in the central
Nelson City area. While the impacts of this plan will take time to deliver intensification results, there
will clearly be a change in the number of connections and consumption in the medium to long term.

The numbers of new connections for 2021-2022 may increase beyond 30, but this report takes a
conservative approach.

Some large commercial consumers are still looking at their costs and, as such, there may be some
capacity downsizing requested which could impact on revenue as changes are made.

Nelson Electricity New Connections
(as per ICP Registry 31/12/2020)

Q
=
o
=
=
-
2

Technology — Times are Changing

On top of the flat consumption forecast, there is an increased uncertainty as to the effect certain
technologies and industry evolution will have on the role the electricity network will play in the
future. Nelson Electricity recognises its place as the key infrastructure that supports the Nelson
region’s community and economy. Key areas of focus are as follows:

° Increasing numbers of solar PV installations;

° Increasing number of retailers providing many different pricing options for consumers;
. Introduction of battery storage;

° Electric vehicles and vehicle chargers;

° Internet of things.
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The electricity consumer is likely to dictate the network’s future with their decisions on uptake and
utilisation of these technologies and switching to different pricing options as electricity retailers
adapt and modify their offerings. Nelson Electricity is, therefore, having to review its network pricing
structure to ensure it is fit for the upcoming changes and ensure that the network is sustainable for
the long term.

The reliance of consumers sourcing all electricity from the distribution network and transmission
system is slowly reducing. With distributed generation already being installed and the likely
introduction of home scale batteries in years to come, this creates the opportunity for new electricity
retail offerings to benefit these consumers including time of use pricing and peer to peer trading.
Nelson Electricity must adapt to ensure the network can facilitate the changes and staying relevant
for the community it serves.

Nelson Electricity is actively working with the Electricity Network Association and neighbouring
networks to develop a form of service-based pricing that will meet the changing landscape. This will
achieve two things:

° Ensure, as much as practicable, that all electricity consumers pay “their fair share” of the costs
to provide the electrical infrastructure.
° The electricity consumer can make rational choices when investing in any new technologies.

The current regulatory environment around pricing limits Nelson Electricity’s ability to introduce an
effective pricing structure that is fair to all consumers. Currently, those consumers who can afford to
invest in distributed generation and batteries and other things are not paying their fair share of
network related costs. These costs are being subsidised by consumers that currently do not or
cannot afford to invest in these technologies. It was envisaged last year that a new pricing structure
would have been introduced for 1 April 2020. This target date has been delayed and is discussed in
Section 8.

1. Regulatory Requirements

Nelson Electricity is a natural monopoly and is not directly exposed to the competitive forces that
drive other markets to deliver improved efficiency and service. To this extent Nelson Electricity is
classed as non-exempt from the control regime under the regulations for electricity network owners
under the Commerce Act 1986. This means that Nelson Electricity must comply with the Electricity
Distribution Services Default Price-Quality Path Determination 2015 (DPP) administered by the
Commerce Commission. Nelson Electricity must also comply with the Electricity Distribution
Information Disclosure Determination 2012 under Part 4 of the Commerce Act 1986 of which
includes the disclosure of its Pricing Methodology. Recent changes also require the pricing
methodology to demonstrate how the Nelson Electricity pricing is in line with the Electricity
Authority Distribution Pricing Principles.

Nelson Electricity has taken all requirements into account in the preparation of this document.
2.1 Electricity Distribution Services Default Price-Quality Path Determination
Nelson Electricity must comply with the Electricity Distribution Services Default Price-Quality Path

Determination 2020 (DPP). The Commerce Commission resets the Price-Quality Path every five
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years. The 2021-2022 year is the second of the current five-year path from 1 April 2020 — 31 March
2025.

Default Price Path Compliance Summary

Nelson Electricity, for the year ending 31 March 2022, will comply with the Default Price-Quality Path
(DPP) revenue requirements. The Nelson Electricity notional revenue forecast based on 2021-2022
prices multiplied by forecasted quantities is less than the Allowable Notional Revenue.

2.2  Electricity Distribution Information Disclosure Determination

The key requirements in complying with the disclosure of pricing methodologies is outlined in 2.4.1 -
2.4.5 of the Electricity Distribution Information Disclosure Determination 2012. The requirements
outline the framework to demonstrate to the “Interested Person” how Nelson Electricity allocates
costs to different Load Groups and the basis on how prices are set.

2. Pricing Principles

3.1 Electricity Authority Distribution Pricing Principles

The Electricity Authority’s pricing principles are as follows:

(a) Prices are to signal the economic costs of service provision, by:

(i) being subsidy free (equal to or greater than incremental costs, and less than or equal to
standalone costs);

Standalone Cost

Nelson Electricity is a dense urban network with no other reticulated energy options. The
cost to either go off grid or bypass the network is too high for all Load Groups except for our
one consumer in Load Group 4 of which bypass is possible due to proximity to our
neighbouring network. Special pricing has been in place reflecting this for the Load Group 4
consumer for over 25 years. The opportunity for consumers in Load Groups 1, 2 and 3 to go
off grid is through use of distributed generation or changing to other sources of energy. The
number of solar panels required to go off grid has a cost and real estate implication. There
would be consent issues with using wind, and high costs for large scale battery storage. The
only other alternative is changing energy source, but there are also limited options for
competing fuels in Nelson. This will become even more difficult with the decarbonisation of
energy use planned in New Zealand unless use of hydrogen becomes available.

Nelson Electricity will undertake work in 2021 to determine the standalone costs more
accurately for each Load Group.

Avoidable Costs

Avoidable costs are those that can be avoided by not supplying a consumer or group of
consumers. This can include the costs of billing and consumer service costs, connection costs
specific to the consumer or consumer group and additional maintenance costs. Given Nelson
Electricity is primarily a fixed cost business, the incremental effect on costs of a consumer or
group of consumers disconnecting from the network is low except for transmission costs
which represent approximately 30% of a typical consumers proportion of network costs. The
current annual estimates of avoidable costs on a per consumer basis is:
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Load Group 1 $152 per consumer compared to average revenue of $418.
Load Group 2 $370 per consumer compared to average revenue of $940.
Load Group 3 $8,387 per consumer compared to average revenue of $19,811.

(ii) reflecting the impacts of network use on economic costs;

The network is currently not constrained from sub-transmission down to the 11kV network
level. A study was recently undertaken to determine any potential constraints at the low
voltage network level because of electric vehicle charging, battery storage and solar PV. The
results showed there were no immediate constraints.

Network costs are predominantly stable with a relatively smooth capital and operational
expenditure profile for the next 10 years. These network costs will not be location specific
requiring multiple pricing areas. Until there is strong evidence otherwise, pricing will
continue to be based on there being no constraints at any level with consumers responding
based on the current pricing regime.

The current pricing reflects different network service offerings that account for price and
quality trade-offs, asset usage requirements, and consumption preferences that have
evolved over time. Key examples of consumer service preferences that are catered for in our
pricing are also discussed:

Connection Capacity

Nelson Electricity sees connection capacity as being the key pricing component. Every
consumer can increase or decrease the connection capacity to suit their individual
requirements. Current residential consumers have their connection capacity assessed at a
standard residential fuse size of 15kVA to reduce the complexity of our pricing due to the
inefficient impacts of the Low Fixed Charge regulations. Business consumers can increase
and decrease connection capacity to reflect their changing needs. Nelson Electricity does not
charge a consumer for any decrease but will charge actual costs for any increase in capacity.
Increases are subject to network capacity availability.

Controllable Load

Nelson Electricity pricing allows for controllable load options typically used for hot water and
winter heating for Load Groups 1 and 2, and winter control period demand for Load Group 3
consumers. Pricing for controllable loads for Load Groups 1 and 2 is on a per kWh basis so
consumers get the direct benefit of the cost differential between uncontrolled and
controlled prices. Load Group 3 consumers have access to a load control channel for the
winter control period demand. They can opt for any of the business load to be controlled
through that winter period. The benefit to the consumer is a lower Winter Demand, which
reduces the charges that are applied the following year.

Power Factor Charge

To encourage power factor management, a power factor charge is applied to Group 3 and 4
consumers who have a monthly peak demand below a power factor of 0.95. This signals to

the consumer the need to manage power factor to optimise network capacity and quality of

supply.
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Non-Standard Arrangements

Large business consumers who have differing needs can enter into a non-standard
agreement with us. There are currently two consumers with Dedicated Connection
Contracts that allow them to better manage their transmission costs.

Nelson Electricity is looking to introduce some Time of Use Pricing options that will
complement the existing capacity charges in 2023. This will provide consumers incentives to
utilise electricity outside of peak demand times.

(iii) reflecting differences in network service provided to (or by) consumers; and

Pricing is primarily centred around capacity (the maximum demand a consumer can draw
from the network at any point in time). Nelson Electricity also uses load control to shift load
out of times that can incur additional cost (transmission costs) or manage demand in an
emergency or times of a constraint on the network. The price options available provide for
some flexibility on the utilisation of both key options. Consumers can change options as and
when they assess there is value.

(iv) encouraging efficient network alternatives.

Network pricing should be encouraging efficient investments in alternatives to transmission
or distribution network supply. Current network alternatives include distributed generation,
battery storage, interruptible demand, and demand management. Nelson Electricity is still
working on introducing Time of Use pricing for Load Groups 1 and 2 which will assist in
providing stable long term pricing structure and the assurance for consumers to invest in
efficient network alternatives.

(b) Where prices that signal economic costs would under-recover target revenues, the shortfall
should be made up by prices that least distort network use.

Nelson Electricity is looking at introducing new pricing options in 2023. We are working through the
options with the knowledge that the network is currently not constrained and so there will be a
balance of fair allocation of costs with ensuring there is the incentive in place to ensure in the future
when constraints occur that the consumers are able to respond in an efficient manner. This makes it
difficult to assess how to align with this principal at this stage.

If Nelson Electricity were to set prices according to the economic cost of the current environment of
no network constraints, the proportion of fixed cost would lift from 54% to approximately 80% - 90%.
There would also be the lessoning of the variable pricing differential between uncontrolled and
controlled.

The medium to longer term will most likely see an increase in consumption and demand with the
increase of electric vehicles as well as the decarbonisation of energy, which will see a transition from
fossil fuels to electricity over the next 25-30 years. This will start to put pressure on the low voltage
network resulting in the need to increase load control for network purposes.

The economic cost of this will be factored into new pricing for 1 April 2023. In the meantime, the

current pricing regime (options and differentials) remains appropriate in catering for the future
network costs, which will most likely require more load management.
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(c) Prices should be responsive to the requirements and circumstances of end users by allowing
negotiation to:

(i) reflect the economic value of services; and

As noted above, prices above stand-alone cost could not be sustained in a competitive
market and may result in inefficient bypass of the existing infrastructure. As prices are
significantly below the stand-alone costs, bypassing the network is discouraged suggesting
that the prices reflect the economic value of services. However, Nelson Electricity is open to
entering into non-standard arrangements for large connections that may be prone to bypass.

(ii) enable price/quality trade-offs

The Commerce Commission’s Default Price-Quality Path regime limits incentives to offer
price/quality trade-offs. It is not practical to offer mass market consumers a price/quality
trade-off on an individual basis, given the nature of fault response and shared use of network
assets. Nelson Electricity can’t offer slower response times or less redundancy to some mass
market consumers and not others. Nelson Electricity has more ability to offer price/quality
trade-offs to consumers that connect at higher voltages, but few incentive opportunities
exist to do so especially if there is a want for lower quality. SAIDI/SAIFI is recorded on faults
that are 11kV or higher. If Nelson Electricity enters into an agreement with a consumer
connected to the HV network and offers lower lines charges and lower service quality, there
is a risk of a higher SAIDI/SAIFI than we would otherwise incur — increasing our chances of
breaching our quality standards.

Nelson Electricity engages with larger consumers who are looking for a network service
offering that differs from the current pricing. Currently, there are two direct connection
contracts and one non-standard arrangement. All three have differing requirements which
have been met and are all mutually beneficial.

Price/quality trade-offs for smaller consumers in Load Groups 1 and 2 are primarily around
choosing the pricing option that is most appropriate to their situation. Currently there are
several pricing options available to them.

(d) Development of prices should be transparent and have regard to transaction costs, consumer
impacts, and uptake incentives.

The information provided in this Pricing Methodology demonstrates the transparent process used in
setting of prices. This Methodology includes information around benefits or incentives of each
currently available pricing option. It is expected that with the introduction of new pricing options in
2023, there will be appropriate levels of additional information included regarding consumer impacts
and uptake incentives.

The development of prices focusses on achieving efficient outcomes for the long-term benefit of
customers. In addition to this, retailer transaction costs are also taken into consideration.

In recent years, while there have been no wholesale changes to pricing, we have however introduced
a range of changes to simplify the application of our pricing.
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2008

° Changed the calculation methodology of the Load Group 3 monthly Power Factor Charge. This
simplified calculation was easier for both Nelson Electricity and Retailers to calculate thereby
reducing the complexity of billing.

2009

° Changed Load Group 3 Winter Demands from kVA to kW. This simplified the calculation of the
Winter Demand which was beneficial for both the Retailer and Nelson Electricity reducing the
complexity of billing.

2010

. Simplified Loss Codes and naming convention to better align with Load Groups and reduce risk
of confusion. This made billing easier for retailers as the original codes were numeric and
conflicted with some systems.

2015

° Changed the start date by one month of when the Load Group 3 annual Winter Demand reset
was to apply from. By changing the start date from September to October meant that the
retailer could advise its customers within appropriate notice periods.

2017
° Moves to standardisation expressed all prices in dollars which had previously been a
combination of dollars and cents.

Additional Commentary on Compliance with Electricity Authority Pricing Principles
Nelson Electricity has prepared this pricing methodology in accordance with, or as close as possible
to, the Electricity Authority Pricing Principles.

It must be recognised that consumer behaviour, as a response to network pricing, is limited. The line
prices represent approximately 30% of the total electricity invoice they receive from electricity
retailers so unless a network can significantly amplify or exaggerate the pricing differential levels
then the consumer behaviour will be based more on what the electricity retailer wants to achieve. In
addition to that, in the setting of controllable line charges, any incentives in these areas are often
reduced further through the interface the customer has with their electricity retailer. Additional
meter costs for measuring controllable loads are typically loaded onto the controllable price further
reducing the pricing incentive for the line price option.

Prices are set attempting to minimise cross subsidisation and price discrimination between load
groups. A key success has been in the mass market with the combining of business and residential
tariffs, excluding those who qualify, and have opted to be on the low fixed charge option as per the
Electricity (Low Fixed Charge Tariff Option for Domestic Consumers) Regulations 2004. This has
reduced published pricing options for the mass market consumers also simplifying the pricing for
electricity retailers to apply to their customers.

Upon completion of the new Zone Substation at Haven Road and installation of the new 33kV feeder
in 2014, there have been changes in cost allocations given the reduced requirement for utilisation of
ripple control for network related constraints or operational requirements. Ripple control is now
principally used for minimising transmission related constraints so reducing transmission costs for
consumers. Notwithstanding any material changes in growth forecasts or transmission pricing levels
or transmission pricing methodology, it is expected that line prices will remain around similar levels
for the new five-year DPP3 pricing period.
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Nelson Electricity does not have any significant expenditure projects or material changes to its Asset
Planning in the coming years that will materially affect line charges. Future load increases will see
parts of the low voltage network start to be constrained and so there may be additional
renewal/growth expenditure or the utilisation of load control or other load shifting options to
mitigate against this.

Nelson Electricity currently offers a Time of Use line price option for larger commercial consumers. It
is optional for all larger commercial consumers with a connected capacity up to 150kVA, above
150kVA is compulsory. This option is of benefit if those consumers can manage their load during
peak winter demand times and incentivises the reduction of fused capacity. The consumer can
choose what level of supply they require and will be charged accordingly. Noting that the winter
demand charges are set in the winter and applied for the following 12 months from 1 October each
year.

The Nelson Electricity’s pricing structure has remained stable for several years. The structure has
provided stability and certainty. This does also minimise the transaction costs for retailers. The
pricing is transparent, and all retailers have access to and are charged the same line charges for each
different classification of consumer. Nelson Electricity has also considered retailer feedback into line
charges. An example is the removal of a ripple control charge which was not part of the consumer’s
line charge and was charged on a per retailer basis. The charge was rolled into the consumer’s line
charges. This assisted retailers in reducing transaction costs.

Overarching the network pricing is that Nelson Electricity considers the requirements of its
stakeholders. These are as follows:

Stakeholder

Interests

Electricity Customers

Delivery of a safe, reliable, efficient and sustainable supply of
electricity at minimum cost. Surveys across the board say that most
consumers do not want to pay more for a more reliable network.

Electricity Retailers

Delivery of a safe, reliable, efficient and sustainable supply of
electricity at minimum cost. Diverse views on pricing options /
standardisation and transparent pass through.

Government (Ministry of
Innovation and Economic
Development, Commerce
Commission, Electricity
Authority)

Legislate and control compliance of statutory requirements and
economic efficiency.

Landowners

Landowners with Nelson Electricity assets on their property have
interests in safety, easements and access requirements.

Property Developers

Property developers wish to ensure that connection policies and costs
are fair and that network expansion plans are timely.

Shareholders

Achievement of an adequate return on investment and good corporate
citizenship.

Territorial Local

Territorial authorities have interests in minimising environmental

Authorities impacts, development of underground power systems, local economic
development and in the control of assets in road reserves.
Transit NZ Transit NZ are interested in controlling assets in road reserves.
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Stakeholder Interests

Transpower Nelson Electricity relies on the Transpower grid to deliver electricity

through to the Nelson Electricity network and Transpower relies on
the Nelson Electricity network to deliver the electricity to end use
customers.

Stakeholder interests have been identified and accommodated in the pricing of Nelson Electricity line
charges through the following processes:

The Nelson Electricity Board of Directors agrees to an annual Statement of Corporate Intent
which details corporate strategy with respect to pricing.

- To ensure the Company complies with all legislative requirements including health and
safety legislation and all industry initiatives in respect of public safety and health and
safety in the workplace;

- To operate as a successful business in the distribution of electricity and other related
activities;

- To have regard among other things the desirability of ensuring the efficient use of
electricity;

- To ensure that all services and responses to maintenance and fault requirements are
provided with an appropriate standard of customer service;

- To maintain existing levels of reliability;

- To have consideration of the consumer for price and quality;

- To improve operational efficiency and productivity;

- To adopt non-discriminatory pricing and network access policies for all users of the
Nelson Electricity network;

- To ensure that all resources, financial, physical, and human are utilised efficiently and
economically;

- To achieve a commercially acceptable return and to seek to maximise the longer-term
value of shareholder’s funds;

- To provide for future development of the network through investigation and the
acquisition of land and physical assets as is appropriate;

- To be a good employer providing;

+ Remuneration consistent with performance,
+ A safe, satisfying and stimulating work environment,
+ Equal employment opportunities.

Corporate organisational goals and objectives support the pricing methodology consistent with
the corporate mission.

“Nelson Electricity’s principal mission is to own and operate the electricity network within the
central Nelson area commensurate with appropriate standards of maintenance and reliability
of supply whilst maximising shareholder value and providing a commercially acceptable
return.”

Regular surveys of residential, commercial and large user customers provide valuable feedback
on pricing, security and reliability of supply which assists in network planning, and on the
price-quality trade-off. The key outcome is that most consumers are happy with current
quality and do not want to pay any more for improved quality. Consumers also are not willing
to subsidise the line charges of those investing in new technologies.
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° Government and territorial authority legislation provide a key input into the way pricing is set.

Any conflicting stakeholder interests are managed by systems that ensure that appropriate levels of
separation, accountability and authority are in place. Pricing decisions are ultimately made at Board
level with appropriate supporting evidence and recommendations from the General Manager.

3. Distribution Network Characteristics
Nelson Electricity is supplying the following types of connections:

° Unmetered/Builders temporary - 47
° Residential — 7,771

. Small / Medium business — 1,390

° Larger Business (Time of Use) — 92

Nelson Electricity’s pricing combines the residential and small/medium businesses (Load Group 2) for
the purposes of pricing as the load characteristics are similar. The Electricity (Low Fixed Charge Tariff
Option for Domestic Consumers) Regulations 2004, require Nelson Electricity to have a low fixed
charge option for residential consumers using less than 8,000kWh per year (Load Group 1), which
does result in some cross subsidisation between the two groups 1 and 2.

The Nelson Electricity network is centred on the business district of Nelson City and the Port area. It
has a larger proportion of business connections compared to most other networks in New Zealand.
As a result, the network peaks are typically experienced in the morning instead of early evenings.
The Nelson Electricity network peaks are highest during the colder winter mornings when business
load increases to start the day and residential is dropping off after the morning breakfasts and
showers. The key driver is the high level of electrical heating load for both residential and business.

Nelson Electricity is a small network and, as such, it is assessed that there is no benefit in segmenting
into different pricing areas. The prices are applied evenly across the whole network.

The Nelson Electricity network is surrounded geographically by the Network Tasman network to the
north and south. There is the ability for a very small number of consumers to bypass the Nelson
Electricity network where the neighbouring electrical infrastructure is nearby. The cost to bypass in
almost all situations is uneconomic given the cost to install network infrastructure versus the
payback through any potential reduced line charges. Nelson Electricity would review any instance of
potential uneconomic bypass and, if necessary, look at a non-standard pricing arrangement.

4. Discussion on the Existing Pricing Regime

The existing Nelson Electricity delivery pricing has been developed and modified to cater to the
changing dynamics of the Nelson Electricity network and to ensure there is a fair allocation of costs
applied to all consumers where possible. Given the network is small geographically, there is no real
benefit to have multiple pricing regions. Nelson Electricity as an Electricity Distribution Business sells
capacity, the ability for electricity retailers to supply consumers with electricity. The consumer
capacity limit is based on the fuses at the network connection point. The larger the fuses the greater
the capacity available to the consumer at any time which potentially leads to higher capacity network
infrastructure requirement to supply the network connection point.
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5.1 Time of Use

The Time of Use pricing is for larger commercial connections. The pricing regime has not been
materially changed since its introduction in the early 1990s. The delivery prices are split into five
separate categories and priced accordingly so to ensure as much as possible that larger consumers
are paying their fair share of the delivery costs and that there is minimal cross subsidisation. The
delivery prices in this group are clear and targeted which should incentivise the consumer to alter
behaviour to minimise its delivery charges which will assist in optimising and maximising the
utilisation of the network.

For Time of Use consumers, pricing is centred on the connection capacity (size of fuses or
transformer) and contribution to the network and transmission peak demand. The consumer can
change both to reduce their overall delivery charges and assist in making the Nelson Electricity
network more efficient. Given the pricing option has been in place for over 20 years, most of the
efficiency gains have already been achieved in this group.

The weighting of the pricing categories has been modified over time to cater to the changing pricing
signals required for the load group to match changing costs.

5.2 Mass Market

All Commercial and Residential consumers (except consumers on the low fixed charge tariff option)
have been grouped together to optimise the Nelson Electricity mass market pricing. There used to
be a pricing differential between business and residential consumers and, over time, this differential
was reduced and finally removed in 2009. It made it possible to link the two consumer groups
together as it is also now extremely difficult to differentiate between the two groups where often
there are businesses operating from home - bed and breakfasts as an example. The linking of the
groups also reduced the number of published line prices and simplified the pricing to be disclosed
making it easier for retailers to administer Nelson Electricity prices and consumers easier to
understand.

Nelson Electricity also wanted to incentivise larger mass market consumers to optimise their
electrical consumption and capacity. This was achieved by changing the fixed daily price which was a
one size fits all to a price based on actual fuse size. This means that the larger mass market
consumers pay a fixed delivery price based on their connected fuse size which is their ability to
consume a higher electrical demand. They can also reduce their fuse size (free of charge) if they can
change their load consumption behaviour. This delivery price option has proven successful with
many consumers opting to have their fuse sizes reduced which then provides for reserved network
capacity to be utilised elsewhere.

Larger consumers in this group can also opt to go on to the Time of Use tariff if there is a benefit for
them to manage their load further. This option is, however, seldom taken up. There is more of a
migration from Time of Use tariff to mass market and this is a result of the retail pricing options
rather than the Nelson Electricity delivery prices.

4.3  Electricity (Low Fixed Charge Tariff Option for Domestic Consumers) Regulations 2004

One complication with the capacity based fixed delivery price is the Electricity (Low Fixed Charge
Tariff Option for Domestic Consumers) Regulations 2004 which means that a residential consumer
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using less than 8,000kWh must have access to a fixed delivery price of at most 15 cents per day. To
comply with this regulation and to minimise delivery price options, Nelson Electricity has assessed all
residential consumers fuse capacity at 15kVA. Currently a residential consumer with a larger fuse
size is only paying the standard price of the typical 15kVA connection.

The compounding effect is that the average residential consumer on the Nelson Electricity network
currently uses approximately 6,800 kWh per year compared to 7,400kWh per year in 2008. This is
9% lower than the deemed average consumer as determined under this regulation. This exposes
Nelson Electricity to more cross subsidisation as more consumers switch to this price option. Of
concern to Nelson Electricity is currently up to 70% of all residential consumers would benefit from
being on the Low Fixed Charge option (Group 1).

Nelson Electricity is exploring options to remedy this issue to minimise the cross subsidisation that
this Regulation has created as it undermines the ability to adapt prices for changes in the network

utilisation characteristics. Currently the consumers on Group 2 and Group 3 are subsidising the
consumers on Group 1.

5. Changes to the 1 April 2021 Pricing

The Nelson Electricity delivery prices will be changing 1 April 2021.

Line prices will be decreasing by approximately 4.7% overall and the Pricing Methodology has some
terminology changes to align with the Electricity Networks Association Pricing Guidelines.

The Nelson Electricity Delivery Price Schedule that applies from 1 April 2021, is included in Section
11.
6. Derivation of Line Prices

The Derivation of Line Prices are described in the following sections.

° Customer Groups

° Customer Group Statistics

° Allocation and Recovery of Network and Transmission Charges
° Cost Recovery per Load Group

° Fixed v’s Variable Charges

7.1 Consumer Groups or Load Groups

Nelson Electricity has split its consumers into five distinct consumer groups/load groups to assist in
the fair allocation of costs and setting line price levels. The Groups are based on the type of
connection which considers typical load patterns, fuse size and annual kWh consumption. The
number of groups is set at five as a balance between minimising complexity and ensuring costs are
appropriately apportioned between consumers. The groupings are relatively in line with other
electricity networks in New Zealand.
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Load Group 0
Unmetered Load or Metered Builders Temporaries. This group is for the smaller/lower fused

connections (under 15kVA) either metered or unmetered that do not fall into the other groups
as listed below. Most of the connections are either metered builder’s temporary supplies or
small unmetered supplies to telephone boxes and streetlights. This group has smaller
connections with differing load characteristics, so a fair allocation of costs is difficult to
demonstrate but the overall revenue of this group is only 0.05% of total revenue (excluding
local council streetlights), so they are grouped together.

Load Group 1
Residential consumers Low Fixed Charge Option — Connections that are a residential home that

exhibit a typical residential load profile using less than 8000kWh per year. A residential
connection is where electricity is supplied to a premise that is used or

intended for occupation by a person principally as a place of residence. It does not

include a premise that constitutes any part of a premise described in section 5(c) to (k)

of the Residential Tenancies Act 1986 (which refers to places such as jails, hospitals,

hostels, hotels, and other places providing temporary accommodation). The connection size is
set at 15kVA.

The Nelson Electricity Limited (NEL) Network Code allows for single phase 60amp, two phase
40 amp or three phase 30amp supplies to be classed as a residential connection. A residential
type load profile not on the Low Fixed Charge option is typically categorised as Load Group 2.

Load Group 2
Residential and Small Business consumers — Connections that are 15kVA up to 150kVA.

Residential consumers not on Low User Option are also in this group. The residential and
commercial consumers are grouped together as much as Electricity (Low Fixed Charge Tariff
Option for Domestic Consumers) Regulations 2004 allow. Existing residential consumers are all
assessed as 15kVA. Electricity network key costs are driven based on capacity (the ability for a
consumer to take as much electricity up to the fused capacity at the Nelson Electricity network
connection point). While there is a difference in load profiles from a typical business and a
domestic connection it is proving more difficult as time goes on to differentiate between the
two as many connections are a mixture of the two. To avoid complications in grouping
allocations and number of tariffs, Load Group 2 joins the two consumer types together. By
doing this it has removed any price discrimination that existed when commercial and
residential were grouped separately.

Load Group 3
Large Commercial consumers with supply up to 2400kVA - This group is for any connection

with a supply up to 2400kVA that wants to be on a Time of Use tariff. Time of Use tariffs were
first offered to consumers in the early 1990s and the early rationale for the consumer being in
this Group was if they used greater than 50,000kWh per year. The kWh requirement has since
been removed and a mandatory requirement of connections with a capacity of greater than
150kVA to be Time of Use introduced. Those below that limit can opt to be on Load Group 2
or Load Group 3. This group is ideal for consumers that can manage their peak demand to
minimise line charges as the line charge regime for this group more accurately reflects the
consumer’s fair allocation of costs.

Load Group 4
This group is for the largest commercial consumers on the network. Consumers with capacity

supplied of greater than 3000kVA with supply from dedicated 11kV/400V substations.
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7.2 Consumer Group Statistics

Statistics are collected and analysed as per the customer groupings as described in the previous
section. This information is used as a base to Nelson Electricity’s pricing allocations as described

further in this report. Information used for the 2021-2022 year is as follows:

° Number of Connections per group.

Number of Connections

Load Group Connections
0 47
1 4530
2 4631
3 91
4 1
Total 9,300

° Anytime Peak per group.

Anytime Peak

Load Group Peak kVA
0 122
1 13,590
2 18,524
3 8,382
4 2,405
Total 43,023

This is an assessment of each connections peak demand grouped into the five load groups.

. Winter Demand Peak per group.

Control Period Demand (Winter Demand)

kVA
Load Group 8:30am-11:30am | 5:00 pm - 6:00 pm CPD Allocation
0 50 86 64
1 4,669 6,328 5,332
2 13,783 13,155 13,532
3 7,375 5,819 6,753
4 2,405 2,112 2,288
Total 28,232 27,414 27,969
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Nelson Electricity has a winter load that peaks between 8.30 am —11.30 am and 5.00 pm — 6.00 pm.
The morning load is predominantly commercial load with the morning residential load dropping off
and the evening peak is typically influenced by the residential load with the commercial load
dropping off. The statistics required are to ensure the right pricing signals are sent to each group and
that charges are as fair and equitable as possible to all connections.

The Winter Demand is a critical part to the allocation of Transmission Costs between groups. It is
also important when allocating costs for local network in allocating costs based on load group
contribution to peak demand and maximum loading on assets.

NEL Peak Weekday Average Load Profile
29 June 2020 - 3 July 2020

The graph below shows each load group contribution to the average peak winter load profile for the
highest consumption week Monday 29 June 2020 — Friday 3 July 2020. The impact of load control of
hot water during the weekday mornings can be seen in Groups 1 and to a lesser degree Group 2.
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° MWh per group.

NEL Peak Weekday Average Load Profile
29 June 2020 - 3 July 2020

ALY MOUNR OF GAY

MWh
Load Group Winter Summer Total
0 194 269 463
1 12,354 11,343 23,697
2 28,130 28,852 56,982
3 18,509 23,811 42,319
4 6,837 7,222 14,059
Total 66,024 71,496 137,519

These consumption figures are estimated per Load Group with no loss allocation back to GXP.
Winter months are May — September, Summer months are October — April. This is consumption only
and is not offset by any distributed generation. The total consumption exported onto the Nelson
Electricity network for the year ending January 2020 was 0.32GWh compared to 0.27 GWh for the

previous 12 months.
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Regulatory Value of System Fixed Assets as at 31 March 2019 per group allocation

Regulatory Value of System Fixed Assets

Asset Group 0 1 2 3 4 Total

33kV Lines $13,835 | $977,123 | $2,443,260 |$1,379,107 | $464,025 5,277,351
Zone Sub $25,759 |$1,819,210| $4,548,866 |$2,567,624 | $863,922 9,825,381
11kV Lines $14,673 |$1,085,535| $2,640,493 |$1,462,656| $393,709 | $5,597,064
11kVv/400V Sub $21,571 |$1,809,148 | $4,496,328 |$1,720,167 | $180,869 | $8,228,082
400V Lines $111,191 52,170,864 | $5,376,439 | 51,151,085 S0 $8,809,583
Other $10,557 | $745,572 | $1,864,274 |$1,052,296 | $354,064 | $4,026,763
Total $197,586 | $8,607,451 | $21,369,661 | $9,332,936 | $2,256,588 | $41,764,222

Regulatory Asset Base Valuation allocation is assessed on each load group’s utilisation of assets. As
an example, Group 4 does not utilise any of the 400V lines so there is no value assigned.

° Cost of Capital
For the financial year commencing 1 April 2020 Nelson Electricity, being a price controlled EDB, has
used the Commerce Commission’s WACC for the five-year DPP price control period 1 April 2020 -

31 March 2025. This vanilla WACC of 4.23% is set at the 67" percentile.

The parameters used by the Commission in setting WACC are:

Table 2: Values used to calculate WACC estimates for EDB DPP and Transpower IPP

Parameter EOf and
Transpower
Risk-free rate 1.12%
7 Average debt premium 1.60%
Leverage 42%
Asset beta 0.35
Equity beta 0.60
Tax adjusted market risk premium 7.0%
Average corporate tax rate 28%
Average investor tax rate 28%
Debt issuance costs 0.20%
Cost of debt 2.92%
Cost of equity 5.00%
Standard error of WACC 0.0101
Mid-point vanilla WACC 4.13%
Mid-point post-tax WACC 3.78%

*The numbers are rounded to two decimal points.
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Based on the above input parameters, the Weighted Average Cost of Capital (WACC) is 4.57% of
Regulatory Asset Base = $1,919k.

7.3 Allocation and Recovery of Network and Transmission Charges

Network Delivery Prices are set to recover indirect operating costs, direct operating costs,
depreciation and cost of capital. The setting of the charges also considers historical charging

practices and methodologies.

The company annual revenue requirements for 2021/2022 are:

Operating Costs (Network R&M) $784k

Transmission Costs $2,910k
Overhead Costs $1,706k
Depreciation $1,835k
Target Return (before tax) $1,317k

With Nelson Electricity being a small predominantly urban network there was no need to sectionalise
it into separate pricing areas. There is, however, one rural uneconomic line supplying a small
number of consumers of which a separate pricing option is being considered.

7.4 Cost Recovery per Load Group

Following is a table outlining the cost recoveries per load group.

Load Group | Operating |Transmission| Overhead |Depreciation Target Return Total
0 $45,314 $15,202 $6,275 $8,681 $18,686 $94,158
1 $163,042 $539,091 $684,937 $378,187 $129,630 | $1,894,886
2 $408,117 | $1,431,679 | $792,025 $938,922 $782,475 | $4,353,218
3 $156,107 $667,702 $174,533 $410,062 $394,475 | $1,802,880
4 $11,318 $256,556 $47,775 $99,148 -$7,758 $407,039
Total $783,898 | $2,910,230 | $1,706,000 | $1,835,000 | $1,317,053 | $8,552,180

The methodology used for the above cost apportionment is as follows:

Operating Costs — Operating costs is the Operational Expenditure Budget that covers both the
planned and unplanned network R&M expenditure on the network. The Operational Expenditure
Budget is split into the different asset types as per the Regulatory Asset Value of System Fixed Assets
table groups. The asset group expenses are then allocated to each load group first based on whether
the Group utilises that class of asset (eg; Group 4 does not utilise the 400V network so does not
contribute towards those associated costs) then through the assessed balance of each group’s kWh
consumption (60%) and Winter Demand contribution (40%). This percentage allocation attempts to
provide a balance between a Groups peak demand utilisation and overall usage.

Some re-balancing is required for load group specific costs, eg; Group 0 where actual Council

streetlighting associated maintenance costs of $40,000 are directly allocated to the associated tariff.
This allocation is offset against Group 1 and 2 apportioned based on kWh.
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Regulatory Value and Operating Cost Percentage Allocation

0 1 2 3 4 Total
33kV Lines 0.26%| 18.52%| 46.30%| 26.13% 8.79% 100.00%
Zone Sub 0.26%| 18.52%| 46.30%| 26.13% 8.79% 100.00%
11kV Lines 0.26%| 19.39%| 47.18%| 26.13% 7.03% 100.00%
11kV/400V Sub 0.26%| 21.99%| 54.65%| 20.91% 2.20% 100.00%
400V Lines 1.26%| 24.64%| 61.03%| 13.07% 0.00% 100.00%
Other 0.26%| 18.52%| 46.30%| 26.13% 8.79% 100.00%
Operational Cost Allocation
Asset Group 0 1 2 3 4 Total
33kV Lines $81 $5,710| $14,277 $8,059 $2,712 $30,838
Zone Sub $128 $9,054| $22,639| $12,779 $4,300 $48,899
11kV Lines $175| $12,935( $31,463| $17,428 $4,691 $66,691
11kV/400V Sub $309| $25,955( $64,507| $24,679 $2,595 $118,045
400V Lines $4,113| $80,295| $198,860| $42,576 $0 $325,843
Other $507| $35,842| $89,622| $50,588 $17,021 $193,581
Sub Total $5,314| $169,790| $421,368| $156,107 $31,318 $783,898
Reallocation $40,000( -$6,749| -$13,251 -$20,000 $0
Total $45,314| $163,042| $408,117| $156,107 $11,318 $783,898

Transmission Costs — Transmission costs are an unavoidable cost. It covers the upstream costs
from our sub-transmission connection points at STKO331. The major component in
transmission cost is the Interconnection charge - Regional Coincident Peak Demand (RCPD) of
the top of the south. Transmission peaks are typically encountered during the winter period.
Transmission costs are apportioned based on each group’s influence.

This is achieved through peak demand analysis of each group as is being applied through
transmission pricing. Groups 0, 1 and 2 currently recover transmission costs 100% via the kWh
charges. The uncontrolled prices recover 90% of the cost and the controlled water option
recovers the remaining 10%. The night only option does not have any allocation as
transmission peaks do not occur at night. For Groups 3 and 4, transmission costs are
recovered via a mixture of winter control period demand charge (45%) and a kWh charge
(55%).

Overhead Costs — Are apportioned by using two measures. The number of network
connections and the maximum demand of the load group. This gives a balance of spreading
overhead costs between the business of selling capacity and the number of consumers
connected.

Depreciation — This is apportioned by using the assessed depreciation using the NEL Regulatory
Asset Base model as a base and follows the same rationale as Operating Costs (except without
re-allocation of Load Group specific costs).

Target Return - This is apportioned to load groups as per the Regulatory Asset Base % split per
load group as per the rationale of the operating costs. It is, however, important to note that
the Regulatory Asset Base valuation for assets installed prior to 2004 still undervalues the
underground network value and so the target return takes this into account.

25|Page



7.5 Sensitivity Analysis
The Nelson Electricity revenue estimate for 2021-2022 is $8,552k. There is a potential annual
revenue variation of 2.25% or a range from $8,350 to $8,750 for the year.

Sensitivity Analysis - Line Charge Revenue

Time of Use Consumers r—=—-"‘|-'~fvff —a=
Time of Use Capacity Fm]».—j
r —
fime of Use Winter Demand -—-»]
|

Time of Use Consumption

Load Group 1 and 2 Consumer Numbers

Load Group 1 and 2 Consumption

Low Fixed Charge

Solar

S80,000 -S60,000 -S40,000 -S20,000 S( S$20,000 S40,000 S60,000 $80,000

7.6 Fixed v’s Variable Charges

The proportion of charges that are deemed by Nelson Electricity as fixed or variable have been set
based on the historical pricing methodologies. Nelson Electricity has maintained a pricing mix that
has been consistent for well over 10 years and as this pricing methodology has worked well, there
has been no compelling reason to change the proportions to any significant degree other than a
minor incremental shift to a higher proportion of fixed prices when there is a pricing change.

The only major variation in price has been the provision of a low fixed charge price option for
Residential consumers as required under the Electricity (Low Fixed Charge Tariff Option for Domestic
Consumers) Regulations 2004. This introduces a cross subsidisation, which the pricing structures of
previous years had been designed to remove.

Currently overall the proportions between fixed and variable line charges are 54% Fixed and 46%

Variable. This compares to 50% Fixed and 50% Variable in 2007. Groups 1 and 2 have a higher
variable proportion while groups 3, 4, and 5 have a higher fixed proportion. Refer to the table below.
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F|xe:d V's Fixed Variable Total
Variable
% $ % $ $

Group 0 100% $93,834 0% $324 $94,158
Group 1 13% $243,222 87% $1,651,664 $1,894,886
Group 2 57% $2,478,675 43% $1,874,542 $4,353,218
Group 3 79% $1,420,564 21% $382,315 $1,802,880
Group 4 100% $407,039 0% SO $407,039
Total 54% $4,643,335 46% $3,908,846 $8,552,180

It must be recognised that consumer behaviour as a response to network pricing is limited. The line
price revenue represents only 30% of the total electricity invoice consumers receive from electricity
retailers so unless a network can significantly amplify or exaggerate the pricing differential levels
then the consumer behaviour will be based on what the electricity retailer wants to achieve.

Nelson Electricity is in the business of selling electrical capacity to consumers and most of its costs as
identified in Section 6.4 are fixed. If the true proportion of fixed and variable costs were charged in
the same proportions to all consumers, the fixed charge proportion of Groups 0, 1 and 2 consumers
would increase significantly with the variable charges reduced. The incremental cost of any
consumer using more kWhs, while not increasing their peak demand, is extremely low compared to a
consumer wanting more capacity where there is a cost associated with the increases in peak
demand.

For further breakdown on the revenue influence of specific prices, refer to Section 12 Price /
Quantity / Revenue Schedule.

. Load Group 0 — Unmetered and Builders Temporary
Builders Temporary (metered) - Network costs are broken down into the following:

- Daily Price (Fixed)
- Uncontrolled kWh Price

For the average Builders Temporary, fixed prices recover approximately 60% of total network
costs.

Unmetered Supply — Network costs are fully fixed with no variable component.

Load Group 0 prices are predominantly fixed given that the low consumption does not make
metering practical or economic for retailers. The only metered load in Group 0 is for builder’s
temporary connections. This type of connection is in Group 0 as the fuse size is low (limited to
single phase 30 amps), the consumption is typically low and the load characteristics do not fit
other load groups and the revenue impact is low.

° Load Group 1 — Residential Consumers (Low Fixed Charge Option)
Network costs are broken down into the following:

- Capacity Supplied Price is based on connection capacity of 15kVA

- Variable kWh Price. This price value depends on whether the load is controlled by ripple
control or uncontrolled. The controlled prices are lower than the uncontrolled price as
Nelson Electricity can ensure they are turned off at peak times therefore reducing peak
demand associated costs. Currently the main peak time cost is the transmission, which
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ultimately accounts for 28% of the total line charge revenue. There are two controlled
options:

a. Controlled (Hot water) — This is a key network control option to control supply to
all hot water cylinders on the network. This can manage up to 10% of network
load at peak demand times approximately 3MW. Typically, supply is only
controlled during the winter peak demand times to minimise transmission costs.
Also used for other emergency load management purposes.

b. Night Only - This is an option for consumers that can utilise electricity in off peak
times between 11.00 pm and 7.00 am, typically used for larger hot water cylinders
and night storage heaters.

- Distributed Generation. A price is included based on kWh exported onto the NEL
network. This price recovers some of the costs associated with the auditing and safety
aspects of the distributed generation connection.

For the average Group 1 customer, fixed prices recover approximately 13% of total network
costs.

This Group exists to comply with the Electricity (Low Fixed Charge Tariff Option for Domestic
Consumers) Regulations 2004. Any eligible residential consumer can opt to be in this group.
There are approximately 200 to 300 consumers per year shifting from Group 2 to Group 1. The
average annual residential consumption is also reducing and for Nelson Electricity it is now
approximately 6,750 kWh per year and still reducing.

Load Group 2 — Connections from 15kVA — 150kVA (Residential and Commercial)
Network costs are broken down into the following:

- Capacity Supplied Price (based on fuse capacity (in kVA).

- Variable kWh Price. This price value depends on whether the load is controlled by ripple
control or uncontrolled. The controlled tariff rates are lower than the uncontrolled rate
as Nelson Electricity can ensure they are turned off at peak times, reducing peak
demand associated costs. Currently the main peak time cost is the transmission, which
ultimately accounts for 33% of the total line charge revenue. There are two controlled
options:

a. Controlled (Hot water) — This is a key network control option to control supply to
all hot water cylinders on the network. This can manage up to 10% of network
load at peak demand times approximately 3MW. Typically, supply is only
controlled during the winter peak demand times to minimise transmission costs.
Also used for other emergency load management purposes.

b. Night Only - This is an option for consumers that can utilise electricity in off peak
times between 11.00 pm and 7.00 am, typically used for larger hot water cylinders
and night storage heaters.

- Distributed Generation. A price is included based on kWh exported onto the NEL

network. This price recovers some of the costs associated with the auditing and safety
aspects of the distributed generation connection.
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For the average Group 2 customer, capacity-based charges recover approximately 57% of total
network costs. All residential and business consumers are eligible from 15kVA up to 150kVA.
It is designed so that the larger the fuse at the network connection point then the higher the
fixed charges. The variable charges remain unchanged.

This Group has a price design to encourage consumers to manage their electricity use by
providing an incentive to lower fused capacity. There is one current limitation with this design
due to the Electricity (Low Fixed Charge Tariff Option for Domestic Consumers) Regulations
2004. The Regulation ensures that for every pricing option a residential consumer can be
eligible for, there must be a pricing option they can shift to that meets the requirements of the
regulations ie; fixed daily charge of no greater than 15 cents per day. To meet the regulation
Nelson Electricity would require a significant increase in line pricing options by 40 (one set of
four for each of the 10 potential fuse size combinations). To comply with the requirements
and remove the potential complexity, the residential consumers in Group 2 (3,241) currently
have their fused capacity set at 15kVA while non-residential (1,390) have capacity based on
actual fuse size.

Load Groups 3 — Large Commercial

This Price Group is designed for the larger installations on the network. These sites must have
Time of Use metering installed. Nelson Electricity can set network prices based on the
individual site configuration and usage pattern more accurately. The prices in this category are
explained below.

1. Metered Installation. This is a fixed priced per connection designed to capture the fixed
network admin costs associated with each connection. The value is the same no matter
what size.

2. Winter Demand. The Winter Demand is a $/kVA/day fixed price and is a method of
apportioning transmission and network peak demand costs. The measure is the single
highest half hour kVA demand recorded in the months of June, July, and August
between 8.30 am-11.30 am and 5.00 pm-6.00 pm. The winter demand assessment
period excludes weekends and public holidays. The winter demand value is used for
billing purposes from the October month for the following 12 months until reset again
the after the following winter.

3. Capacity Supplied. Capacity Supplied is a S/kVA/day fixed price and is the actual size of
the connection to the Network (either fuse size or transformer size). This represents the
maximum demand the site can draw from the network. This charge is used to recover
local network costs.

4. Energy. The Energy charge is a variable price based on the total energy consumption for
the connection. This is used to recover both transmission and network costs.

5. Power Factor. This monthly variable price is used to encourage consumers to maintain
a power factor of greater than 0.95. The charge is for the kVAr required at peak time to
bring the power factor up to 0.95. A charge is not applied if power factor at peak is >
0.95.

6. Distributed Generation. This in a new variable price that is for kWh exported onto the

network. This recovers costs associated with the auditing and safety aspects of the
distributed generation connection.
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7.7 Chargeable Capacity

The following is the typical fuse size combinations and associated capacity rating accepted at a
Nelson Electricity Network Connection Point. Larger connections are on a case-by-case basis.

Fuse Rating Table

No. of Phases Fuse size (Amps) kVA Rating
3 30 15
2 40 15
3 40 28
1 60 15
2 60 30
3 60 45
1 80 20
2 80 40
3 80 60
1 100 23
2 100 46
3 100 69
3 125 87
3 150 105
3 160 110
3 200 138

The two phase 40 amp and three phase 30 amp supplies are assessed at the minimum capacity of
15kVA to cater to those connections on multiple phases prior to the capacity charges coming into
effect.

7.8 Changing Pricing Plan Limitations

Where a consumer has a choice of pricing plan, Nelson Electricity reserves the right to limit changes
between pricing plans to one change in any 12-month period eg; Nelson Electricity offers a Low Fixed
Charge plan (Group 1) to qualifying residential connections and a standard plan (Group 2) for
residential connections. This condition is included in the Nelson Electricity Use of System Agreement
for the purposes of managing the risk of consumers shifting principally between the regulatory
imposed Group 1 Pricing and the Group 2 Pricing to take advantage of the summer/winter
differences.

7. Future Changes

8.1 Background

The old electricity supply model is changing from the one connection to the transmission grid and the
network supplying thousands of electricity users, to many sources of electricity supply with

distributed generation and batteries supplying the many electricity users. This can ultimately create
an “uber type” market where electricity users may be able to sell/trade excess electricity to their
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neighbours. The important enabler is a robust electricity network that can cater to the changing
consumer requirements.

Nelson Electricity has been indicating that current network pricing needs to be reviewed given the
rapid changes in the emerging technology space. The key technologies are:

. Advanced Metering — Provides electricity users the opportunity to make informed choices
about their electricity use. The one size fits all approach with one meter reading every two
months will disappear.

° The Internet of Things (I0T) - The network of physical devices, buildings and other items—
embedded with electronics, software, sensors, and network connectivity that enables these
objects to collect and exchange data.

° Distributed Generation including Solar PV — Providing electricity users a method of generating
their own electricity.

° Batteries — Providing electricity users the ability to manage their electricity use through
storage.
° Electric Vehicles — A new electrical load that can provide a lower cost means of transport.

These technologies, particularly when used together, provide electricity users the ability to manage
their electricity to their own personal advantage. Depending on their needs and pricing signals they
react to, may or may not assist the network. There will also be a range of customer reliance on the
electricity network from most that are 100% reliant to those who will use the network only as a
backup option. Any new pricing structure needs to cater to both and all in between.

The current regulatory environment around pricing limits Nelson Electricity’s ability to introduce an
effective pricing structure that is fair to all consumers. Consumers who can afford to invest in
distributed generation and batteries among other things are not paying their fair share of network
related costs. These costs are being subsidised by consumers that currently do not or cannot afford
to invest in these technologies. Any new pricing must ensure this pricing imbalance is removed.

The electricity consumer will ultimately decide on the future viability and shape of the electricity
network as they start to take advantage of these changes. It is clear to Nelson Electricity that a new
pricing methodology needs to be implemented that will stand the test of time taking into
consideration these upcoming influences/changes. It will show a level of predictability/consistency
to ensure that electricity users can make informed choices when deciding on investing money into
any of these technologies and how and when they utilise electricity from the network.

Nelson Electricity is mindful of the magnitude of the change and as such has invested itself heavily
into the review of technologies, consumer behaviour and pricing options. This has been achieved
principally through working with both shareholders and the ENA Distribution Pricing Working Group
(DPWG) as well as keeping up to date with the advances being made with the technologies.

It is critical that any new pricing needs to align with other distribution networks in New Zealand as
much as possible. The DPWG is published a paper on future pricing which provides some assistance
in this regard. Unfortunately, with such a significant change, it takes time and as a result the plan to
introduce a new pricing regime is planned for 1 April 2023.
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8.2 Current Consumption Trends

NEL 12 Month Rolling MWh Consumption and Losses

As discussed elsewhere in this document, electricity consumption on the Nelson Electricity network
had been declining since 2008 but flattened off in recent years. Analysis of all consumer groups gives
some indications as to where the changes are taking effect. There is still a slow shift of residential
consumers to the low user fixed charge option (Group 1). Analysis of billing reports have shown that
the average residential consumption on a per consumer basis has decreased 8.8% since 2008 to
approximately 6,750kWh per consumer.

In 2014 a new 33kV feeder to Transpower and a new Zone Substation at Haven Road replacing the
old substation on the same site was commissioned. The maximum available transmission / Zone
Substation capacity with a security of supply level at n-1 for Nelson Electricity increased from 35MVA
up to 48MVA. The new 33kV feeder was primarily to increase feeder capacity to the network from
35MVA to 48MVA and the Zone Substation rated at 48MVA replaced as the equipment was reaching
the end of its economic life. Nelson Electricity will have excess capacity for the network for the
foreseeable future as a result of this long-term investment.

Use of load control has changed since 2014 when the new Zone Substation was completed. Nelson
Electricity only controls load using ripple control for minimising transmission peaks to reduce the
following year transmission charges. The effect is that load control is not used as frequently as in
previous years, which can mean that the network peak demand can be as high as previous years.

The Nelson Electricity half hour kW demand curve comparison graph below compares the 17,520 half
hour demands for 2011 and 2015 through to 2019. This shows overall consumption has reduced
since 2011 and that 2015 through to 2019 were at similar levels except for a rise in 2018 which was
due to a cooler than normal winter.
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Nelson Electricity - Half Hour Demand Curve 2011 and 2015 -2020

When reviewing the top 400 peaks for each of the same years as above, in the graph below you can
see the 2011 year is influenced more by load control compared with the more recent years.

The 2011 top peaks flatten off where the peaks from other years do not.

Note that in 2011 the network was constrained at the Sub-Transmission and Zone Substation level so
load control was used extensively during the winter months to minimise peak demand.

The years 2015 through to 2019 years have less use of load control at peak times due to the

additional Sub-Transmission feeder and new Zone Substation in service eliminating the previous
supply constraints.
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Nelson Electricity - Half Hour Demand Curve 2011 and 2015 - 2020

8.3 Issues for Future Pricing Changes

Nelson Electricity is mindful of the opportunity that in the coming couple of years, advanced meters
will be rolled out to most electricity consumers in the Nelson area. This means there will be the
increased consumption information available for consumers and provide retailers with more
opportunity to introduce new price offerings, increasing pricing variations.

Given the Nelson Electricity network is now not constrained, network pricing is more about the fair
allocation of costs. This provides electricity consumers with some price certainty when making long
term investment decisions with any of the technologies mentioned in Section 8.0.

Nelson Electricity has undertaken some work regarding pricing structures and will be looking to
implement changes when appropriate.

The development of a form of service-based pricing to ensure a fair allocation of costs will likely keep
a fixed daily price based on fuse size or capacity but could shift away from simple kWh charges to a
methodology that could focus on demand at critical times or a Time of Use pricing regime. The
concept is to provide the electricity consumer the incentive to utilise electricity outside of peak
demand times no matter whether they have access to new technology or not.

Introducing a demand component or a targeted time of use option while new to many will cater to
the electricity consumer being able to make rational choices when investing in new technologies by
providing incentives if they chose to shift electrical load out of network peak times. It must be
recognised that networks sell capacity or demand not kWhs. KWhs have been used as a proxy for
demand up until now as this was the only method of measurement available with the electricity
meter being read every one or two months. Advanced metering is the enabler that will provide the
opportunity to make the change to include demand or targeted time of use.
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There will be the complication of an increase in the number of line price options available to
consumers, but this will be unavoidable. Consumers will need to be educated on the changes so they
can understand the opportunities and implications.

Nelson Electricity needs to minimise any potential additional cross subsidisation or price
discrimination that may occur with the two types of metering (advanced metering and non-half hour)
with the consumer potentially being able to opt for one or other. The ideal situation is to make any
pricing change mandatory but not likely to occur so a transition period would be necessary.

Ripple control needs to be considered in any new pricing. This has been the most effective tool for
networks in managing electrical load since its introduction. It is critical that this is retained. Itis
desirable that any new demand charging option excludes any load controlled by ripple control.

Nelson Electricity needs to have a billing system that can cope with the increased data requirements.
The existing billing system has its limitations and is currently a key limitation to introducing new
pricing options. Further work is being undertaken to assess whether this billing system can be
modified to cater to any changes, or whether there is a need to invest in a new system.

8.4 Pricing Issues

A pricing structure and transition plan needs to be in alignment as much as possible as other
Networks. Consumers must be taken along on the journey of the change for a smooth transition.

Electricity Retailers must also be taken along on the journey and have a billing system that can cater
to the change. Also desirable is to have a simple network pricing structure that compliments retailer
pricing and not conflict.

The network pricing structure should be relatively simple to apply and understandable for electricity
consumers.

Pricing needs to incentivise continued use of load control. Load control system is a key network tool
and the benefit of this needs to be preserved.

New prices need to factor in any regulatory imposed pricing factors eg; Electricity (Low Fixed Charge
Tariff Option for Domestic Consumers) Regulations 2004. There is a need to factor in any regulatory
constraints when developing pricing structures and attempt to minimise any negative impact.

Seasonal price shock. In a true cost reflective pricing structure, most of the network cost recovery
should occur during the winter months. This, however, not necessarily the most appropriate for
consumers and a methodology should balance out the desire for consumers to have less variance on
a season to season basis versus being truly cost reflective.

Individual customer price shock. Any pricing change has winners and losers. Introducing a new
pricing structure is necessary to ensure there is a structure that attempts to ensure all electricity
consumers pay their fair share of network related costs. This will also ensure that the network will
remain viable for the Nelson City community.
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8.5 Pricing Options

Nelson Electricity has been looking at several pricing options. The following are two viable
alternatives which are currently being explored. The objective is to provide a pricing structure that
will ensure that network costs are applied and recovered in a fair manner for all electricity
consumers.

Option 1 - Capacity and Demand
Capacity Charge - based on fuse size or capacity limiting option using advanced meter.
Currently all Nelson Electricity consumers have a capacity charge based on the size of the fuses
at their Network Connection Point.

Demand Charge - Introducing a control period demand charge during peak demand
timeframes. The timeframe to be set based on the likely transmission peak pricing times
(typically match Nelson network peak demand times). Peak demand excludes any hot water
load control.

Nelson Electricity - Typical Peak Winter Day

Demand pricing to incentivise
shifting load out of the peak demand
times (red)

Option 2 - Capacity and Time of Use
Capacity Charge - based on fuse size or capacity limiting option using advanced meter.
Currently all Nelson Electricity consumers have a capacity charge based on the size of the fuses
at their Network Connection Point.

Time of Use — Introduce time of use pricing. Have two or three pricing bands with high peak

time pricing, a day time price with a low night time price. This will provide consumers with the
opportunity to reduce costs by shifting consumption to different times of the day.

6B|Page



Nelson Electricity - Typical Peak Winter Day

Red - Peak Price Periods

Green - Day Price

Blue - Night Price Periods

8.6  Future Pricing Summary

Any pricing change will now likely be implemented at 1 April 2023. This timeframe will be in
alignment other electricity networks.

It is likely any new pricing will be introduced as an additional pricing option that is optional to take
up. This removes or significantly reduces any public relations issues with winners and losers.

8.7 Future Pricing Roadmap

The Electricity Authority wrote to Nelson Electricity in October 2016 requesting that we publish our
plan for introducing our new efficient line pricing. This Roadmap has now been updated again to
take into consideration the changes as discussed in this document. The Roadmap is included as
Section 13 of this document. This outlines the estimated timelines as of February 2021 for Nelson
Electricity to have introduced a new pricing regime.

There are still several issues being worked through which may alter the new anticipated introduction
of 1 April 2023, some of which are outlined elsewhere in this document.

8.8 Customer Consideration

Overview

Nelson Electricity communicates with customers mainly by way of radio advertising, newsprint and

website covering issues relevant at the time including pricing.

Nelson Electricity also surveys customers periodically to get a better understanding of their wants
and needs and where Nelson Electricity can improve.
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Informal feedback, as a result of the price and quality information from the mass market, indicates
customers have lost touch with the role an Electricity Distribution Business 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 delivery prices. The perception to
them is that electricity prices are always increasing and have little regard to the fact that delivery
prices have remained the same or at similar levels while retail electricity prices have increased (up
until recent times). Consequently, it is difficult in some instances to discuss and demonstrate price
versus quality trade-offs.

Consistent outcomes from surveys of both large and small consumers state they are happy with
current reliability and not willing to pay more for an improved reliability. Also, they do not want to
pay less for a less reliable supply.

Customer Consideration into Future Pricing is a Difficult Area

In 2016, 40% of customers interviewed considered that it was at least reasonably important to
understand line charges. A further 34% were classified as thinking that the issue was one of
‘moderate importance’.

Just over half the 200 surveyed indicated an interest in organising their household to take advantage
of lower pricing options. A proposed monthly power bill saving of $5 did not attract any support,
while savings of over $20 per month had the greatest response.

In 2016, there is also increased interest in investing in new technologies in the following two years;

- Solar Panels 12%
- Electric Vehicles 7%
- Home Batteries 6%

One of the key outcomes is that on the question - “Would you be prepared to pay a little bit extra on
your monthly bill so as to subsidise the electricity line charges of users who have invested in new
technologies, like solar panels?” Only 8% supported the idea of subsidising those who invest in new
technologies. This demonstrates that whatever new pricing is introduced, the pricing must ensure as
much as possible that all consumers pay their fair share of Line Charges.

A repeat of this survey was to be undertaken in 2020, this has been delayed to 2021.

8. Non-Standard Contracts

Nelson Electricity will consider offering a non-standard contract to consumers it can be
demonstrated that there is a benefit to both parties to do so. The key consideration would be if the
consumer is large enough typically over 1,000kVA connected capacity and can manage peak load for
the benefit of minimising any peak demand times, either transmission or network related.

The management of peak load could be through load shedding or utilisation of distributed
generation.

Currently there are two non-standard contracts in place and all other consumers are charged as per

the pricing schedule attached to this document. The expected revenue to be received in the coming
year is $330k from the two non-standard contracts.
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In determining a non-standard contract line charge, Nelson Electricity would determine the potential
reduction in costs associated with a consumer connection if they were able to manage their load in a
particular way. An example is a consumer being able to manage load in the transmission upper
South Island peak demand times with greater accuracy than the current Time of Use pricing allows.
This may result in a lowering of transmission charges for Nelson Electricity which the consumer could
benefit from.

Nelson Electricity will consider any application from a consumer for a non-standard contract if it can
be demonstrated that there is a benefit for both parties to do so, whether it be due to load
management, distributed generation or bypass potential.

9. Distributed Generation

Nelson Electricity allows the connection of distributed generation to its network. There are
additional requirements for these connections to satisfy Nelson Electricity that these connections are
safe. The requirements are posted on the Nelson Electricity Website www.nel.co.nz.

While these connections can inject electricity back into the Nelson Electricity network the timing of
this, if through solar, is not at a time when Nelson Electricity would benefit and assist in reducing
network costs. Nelson Electricity infrastructure is designed to meet the peak capacity of the network
which is on the coldest winter mornings when there is high level of cloud cover. The benefit of any
solar distributed generation is negligible.

For this reason, Nelson Electricity does not offer any pricing benefit for distributed generation
connections for either local line or transmission charges. Analysis of existing installations is being
undertaken to ensure that any exported electricity is within the related voltage limits and of
appropriate quality.
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Nelson Electricity has been reviewing the costs associated with processing new distributed
connections and auditing of the connections as there are additional costs associated with managing
these connections to ensure they comply with appropriate standards. A new price option was
created from 1 April 2014 for the exporting of kWh on to the Nelson Electricity network for Groups 1
and 2, and now introduced to Group 3 from 1 April 2018. Although the level of the price is only 0.5
cents per kWh, this is designed to capture some of the safety audit costs of distributed generation
sites. As an example, the annual audit costs are approximately $15 per year and the 0.5 cents per
year will only recover $10 per year at 2,000kWh per site.

As the installed price of distributed generation decreases, the financial viability for consumers to
install increases. Nelson Electricity is mindful that connections that have solar PV installed do not
contribute fairly to their cost to supply electricity as their peak electricity usage in the middle of
winter has not materially changed as per the graph above. This issue will be addressed appropriately
when new pricing is introduced as per Section 7. Any electricity consumer looking to invest in
distributed generation must take this into consideration.

There are currently 186 distributed generation installations on the network (as of December 2020)

totalling 734kW of generating capacity. There were 28 new installations in the last 12 months. It is
expected that the numbers will slowly increase as the installed price decreases.

Nelson Electricity - Solar PV Installation Comparison

w
[

v 4
3
=
o}
=
o
o]
-—
=
O
o
x
<
-l
O 4
» 4
o
4
o]
<o}
=
=
=
=2
=
-
<
-
o

TOTAL INSTALLED SOLARCAPACITY (KW)

ital Installed Capacity

40|Page



Nelson Electricity - PV Distributed Generation Monthly MWh Analysis
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10. Electricity Networks Association — Pricing Guidelines for
Electricity Distributors 2016

The Electricity Networks Association in New Zealand in 2015 completed a Distribution Pricing
Guideline and updated in 2016 for the purpose of the assisting electricity distribution businesses to
describe and present their distribution prices in a consistent manner.

This Pricing Methodology as far as practical has been written to be in line with the guidelines to

provide increased consistency with other networks. It is expected that over time that as the
guidelines get developed further, then this pricing methodology be improved further.
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11. Pricing Schedule

Nelson Electricity Ltd
Delivery Price Schedule
From 1 April 2021 NELSON ELECTRICITY LTD

Nelson Electricity Ltd is adjusting delivery prices effective 1April 2021

The prices in this schedule are used to charge electricity retailers for the delivery of electricity over the Nelson Electricity electricity network. Electricity retailers determine howto allocate this cost
together with energy, metering and other retail costs when setting the retail prices that appear on a customer's power account.

Nelson Electricity distributes electricity to connections in the central Nelson city including most of the Port, Port Hills, Nelson South, Toi Toi, Brook, Wood, Nelson East and CBD areas.

New Delll\l/a\eprryiler(l)(;is from Existing Delivery Prices

Price Description Consumer Units Distribution {Transmission Delivery Distribution {Transmission Delivery
Code Numbers Price Price Price Price Price Price
Load Group 0

i 10
0-BT Builders Temp - Fixed $/day 0.6000 0.0000 0.6000 0.6000 0.0000 0.6000
0-BT Builders Temp - Anytime $/kWh 0.0536 0.0274 0.0810 0.0586 0.0236 0.0822
Unmetered Connection (< 1kW) 36
0-UM Unmetered - Fixed $/day 0.1000 0.0000 0.1000 0.0700 0.0000 0.0700
0-UM Maximum Demend $/kW/day 0.5600 0.4200 0.9800 0.6000 0.4200 10200
Streetlighting 1
0-SL Streetlight $/day 19100 30.00 22100 196.00 48.00 244.00
Residential Low Fixed Charge (15kVA) 4530
LFixed Fixed $/kVA/day 0.0100 0.0000 0.0100 0.0100 0.0000 0.0100
124hr Anytime $/kWh 0.0536 0.0274 0.0810 0.0586 0.0236 0.0822
IWater {Controlled (Hot Water) $/kWh 0.0335 0.0137 0.0472 0.0362 0.0137 0.0499
INight Night Rate (llpm-7am) $/kWh 0.0209 0.0000 0.0209 0.0233 0.0081 0.0314
DG Distributed Generation $/kWh 0.0050 0.0000 0.0050 0.0050 0.0000 0.0050
General - Residential and Commercial 4631
2-Fixed {Fixed $/kVA/day 0.0658 0.0000 0.0658 0.0670 0.0000 0.0670
2-24hr Anytime $/kWh 0.0080 0.0274 0.0354 0.0127 0.0236 0.0363
2-Water {Controlled (Hot Water) $/kWh 0.0065 0.0137 0.0202 0.0079 0.0137 0.0216
2-Night  {Night Rate (lpm-7am) $/kwh 0.0051 0.0000 0.0051 0.0061 0.0081 0.0142
2-DG Distributed Generation $/kWh 0.0050 0.0000 0.0050 0.0050 0.0000 0.0050
Load Group 3 LARGE COMMERCIAL (up to 2400kVA)
TIME OF USE 92
3-Fixed {Metered Installation $/day 11700 0.0000 11700 11400 0.0000 11400
3-WD Winter Demand (kVA) $/kVA/day 0.1020 0.0640 0.1660 0.150 0.0750 0.1900
3-24hr Energy $/kWh 0.0020 0.0090 0.0110 0.0028 0.0104 0.0132

Capacity Supplied (one of)

T-03 T-03 BkVA —42kVA $/day 188 0.00 188 2.06 0.00 2.06
T-04 T-04 43kVA —69kVA $/day 3.08 0.00 3.08 3.38 0.00 3.38
T-05 T-05 70kVA — 110kVA $/day 492 0.00 4.92 5.39 0.00 5.39
T-06 T-06 1MkVA — 1838kVA $/day 6.17 0.00 6.17 6.76 0.00 6.76
T-07 T-07 189kVA —218kVA $/day 9.74 0.00 9.74 10.68 0.00 10.68
T-08 T-08 21kVA —300kVA $/day B41 0.00 13.41 .70 0.00 14.70
T-09 T-09 30kVA —500kVA $/day 22.35 0.00 22.35 2450 0.00 24.50
T-0 T-0 50kVA —750kVA $/day 3353 0.00 33.53 36.75 0.00 36.75
T-11 T-11 75kVA — 1000kVA $/day 44.70 0.00 44.70 49.00 0.00 49.00
T-12 T-12 100kVA — 1500kVA $/day 67.05 0.00 67.05 73.50 0.00 73.50
T-13 T-13 160kVA — 2000kVA $/day 89.40 0.00 89.40 98.00 0.00 98.00
T-15 T-15 2400kVA $/day 107.28 0.00 107.28 117.60 0.00 117.60
3-DG Distributed Generation $/kWh 0.0050 0.0000 0.0050 0.0050 0.0000 0.0050
3-PF Power Factor <0.95 $/kVAr/mth 6.5000 0.0000 6.5000 6.5000 0.0000 6.5000

All prices exclude GST. Allprices as shown above are also available from our website www.nel.co.nz

Pricing Guide - Details on howthese delivered prices are applied are included in our Pricing Guide which is available on our website.

Load Group 0 - Unmetered loads that meet Electricity Authority Unmetered Load Guidelines and M etered Builders Temporary Supplies(Builders Temp > 7kVA use Load Group 2).

Load Group 1 - Residential households (principal place of residence only) with connection capacity of I5kVA using less then 8,000kWh per year as required to comply with the Electricity (Low Fixed
Charge Tariff Option for Domestic Consumers) Regulations 2004.

Load Group 2 -Available to all residential and commercial connections with capacity from 15kVA to 150kVA.

Load Group 1& 2 - Allexisting residential households have an assessed connection capacity of I5kVA.

Load Group 3 -Available to any large commercial connections up to 2400kVA with Time of Use metering.

Load Group 1, 2 and 3 - Distributed Generation charge is for electricity exported into the Nelson Electricity network.

Any questions about the line charges, please email us at enquiry@nel.co.nz, or phone (03) 546-0486.
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12. Price/ Quantity / Revenue Schedule

Total Revenue Table using 31 March 2022 Prices and 2021/2022 Quantities

Number of Dj 365
Notional Distribution Total
Number of Distribution Charges Revenue Revenue
Tarffor | ICPs | BiledkWhat | Biled VA at B"'eda?ays Frod e = ®
Fee 31/0;;2022 31/3/2022 31/3/2022 31/3/2022 (c/kWh) Fixed Variable )
,2022
$/day c/kVA/day Other Q2022
Group 0
Streetlights 1 458,914 - 365 | 221.00000 0.00000 0.00000 0.00000 80,665 - 80,665
Unmetered H 36 - - 13,140 0.10000 0.00000 0.00000 0.00000 1,314 - 1,314
Unmetered g 0 - 9,862 - 0.00000 98.00000 0.00000 0.00000 9,665 - 9,665
Builders Ten 10 - - 3,650 0.60000 0.00000 0.00000 0.00000 2,190 - 2,190
BT-kWh 4,000 - - 0.00000 0.00000 0.00000 8.10000 - 324 324
93,834 324 94,158
100% 0%
Group 1 0.00000 0.00000 0.00000 0.00000
Fixed 4,530 - 24,322,248.00 - 0.00000 1.00000 0.00000 0.00000 243,222 - 243,222
Anytime 16,117,623 - - 0.00000 0.00000 0.00000 8.10000 - 1,305,527 1,305,527
Controlled 7,114,481 - - 0.00000 0.00000 0.00000 4.72000 - 335,804 335,804
Nightrate 464,596 - - 0.00000 0.00000 0.00000 2.09000 - 9,710 9,710
DG 124,537 - - 0.00000 0.00000 0.00000 0.50000 - 623 623
243,222 | 1,651,664 1,894,886
13%) 87%
Group 2 0.00000 0.00000 0.00000 0.00000
Fixed 4,631 - 37,669,837 - 0.00000 6.58000 0.00000 0.00000| 2,478,675 - 2,478,675
Anytime 48,346,094 - - 0.00000 0.00000 0.00000 3.54000 - 1,711,452 1,711,452
Controlled 7,809,908 - - 0.00000 0.00000 0.00000 2.02000 - 157,760 157,760
Nightrate 825,778 - - 0.00000 0.00000 0.00000 0.51000 - 4,211 4,211
DG 223,799 - - 0.00000 0.00000 0.00000 0.50000 - 1,119 1,119
2,478,675 | 1,874,542 4,353,218
57% 43%
Time of Use - - - 0.00000 0.00000 0.00000 0.00000
Metered Inst: 89 - - 32,775 1.17000 0.00000 0.00000 0.00000 38,347 - 38,347
Energy 33,075,258 - - 0.00000 0.00000 0.00000 1.10000 - 363,828 363,828
Winter Demand - 3,812,480 - 0.00000 16.60000 0.00000 0.00000 632,872 - 632,872
Capacity Supply (Sum of H - 10,467,547 - 0.00000 4.47000 0.00000 0.00000 467,899 - 467,899
Pow er Factor (KVAr) - 3,782 - 0.00000 0.00000 6.50000 0.00000 24,582 - 24,582
DG = = - 0.00000 0.00000 0.00000 0.50000
Direct Connection - - - 0.00000 0.00000 0.00000 0.00000
Energy 9,243,814 - - 0.00000 0.00000 0.00000 0.20000 - 18,488 18,488
Installation 2 - - 730 1.17000 0.00000 0.00000 0.00000 854 - 854
Winter Demand - 704,550 - 0.00000 10.20000 0.00000 0.00000 71,864 - 71,864
Capacity Supplied - 1,244,400 - 0.00000 4.47000 0.00000 0.00000 55,625 - 55,625
Pow er Factor (KVAr) - 384 - 0.00000 0.00000 6.50000 0.00000 2,496 - 2,496
Transpow er Cold Storage] - 1 - 0.00000 0.00000| 36,352.00000 0.00000 36,352 - 36,352
Transpow er NMDHB - 1 - 0.00000 0.00000( 89,674.00000 0.00000 89,674 - 89,674
DG = = - 0.00000 0.00000 0.00000 0.50000 - - -
1,420,564 382,315 1,802,880
79% 21%
TOU Sealord - - - 0.00000 0.00000 0.00000 0.00000
Fixed 1| 14,058,731 - - 0.00000 0.00000( 407,039.00000 0.00000 407,039 - 407,039
Pow er Factor (KVAr) - - - 0.00000 0.00000 6.50000 0.00000 - - -
0.00000 0.00000 0.00000 0.00000
407,039 - 407,039
100% 0%
4,643,335 | 3,908,846 8,552,180
Z P 2022 Q207 9,300{ 137,519,199 54% 46%)
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14. Loss Factors to Apply for the Period 1 April 2021 — 31 March

2022

Loss Factors will remain unchanged for the year. An assessment was undertaken in December 2018
which has shown that both technical and non-technical losses remain unchanged in the range of

3.5% - 4.0%.
Loss Description Loss Factor Loss Factor
Code P Consumption Generation
LO |Group 0 Unmetered and Builders Temporary Supply 1.044 1.019
L1 |Group 1 Residential (Low Fixed Charge Option) 1.044 1.019
L2 |Group 2 Residential and Business 1.044 1.019
L3 |Group 3 Large Commercial - Supplied from 400V Network 1.033 1.022
Group 4 Large Commercial - Direct 400V feed from 1.033 1.022
L4 [Transformer
Group.5 Large Commercial - Dedicated Transformer 400V 1.033 1.022
L5 |Metering
Group‘6 Large Commercial - Dedicated Transformer 11kV 1027 1017
L6 |Metering
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