Nelson Electricity Limited

DEFAULT PRICE QUALITY PATH COMPLIANCE

STATEMENT
FOR THE ASSESSMENT DATE 31 MARCH 2015

Pursuant to the Electricity Distribution Services Default Price-Quality

Path Determination 2012

15 June 2015

Contents

1) Compliance with the Price Path (Clause 11.2(a))

2)  Compliance with the Quality Standards (Clause 11.2(a))
3) Director Certification (Clause 11.3(m))

4) Auditor’s Report (Clause 11.6)

Supporting Information (Clause 11.2(b))
APPENDIX A Price Path Compliance Calculations

APPENDIX B Price and Quantity Schedule

APPENDIX C Pass Through Costs

APPENDIX D Quality Standard Compliance Calculations

APPENDIX E Policies and Procedures for Recording SAIDI and SAJFI



1) Compliance with the Price Path (Clause 11.2(a))

Nelson Electricity Limited does comply with the price path at the assessment date, 31 March
2015, as specified in the Electricity Distribution Services Default Price-Quality Path
Determination 2012.

Clause 8.4 - The notional revenue (NR,) of a Non-exempt EDB at any time during the
Assessment Period must not exceed the allowable notional revenue (Ry) for the Assessment
Period.

Compliance is demonstrated in the following tables. The first table demonstrates that
notional revenue derived using posted prices at the end of the Assessment Period is less than
allowable notional revenue. The second table demonstrates that the maximum notional
revenue during the Assessment Period does not exceed allowable notional revenue thus
illustrating that at no time during the Assessment Period is the price path breached.

Test: NR 215 <1
R 2915
NRQ[HE: $ 6,716,383
Rzg15° $ 6,930,417
Result: 09691 <1
Result: Price Path has not been breached
Test: NR ;
es NR Max < ]
R 2015
NRyax: $ 6,716,383
RZI'H 5. $ 6,930,4 17
Result: 096691 <1
Result: Price Path has not been breached

Supporting evidence is presented in Appendices A, B and C.




2) Compliance with the Quality Standards (Clause 11.2(a))

Nelson Electricity Limited does not comply with all requirements of the quality standards at
the assessment date, 31 March 2015, as specified in the Electricity Distribution Services
Default Price-Quality Path Determination 2012. Nelson Electricity has complied with the
SAIDI Limit but has breached the SAIFI limit. An explanation is included after the tables
below.

Clause 9.2 - A Non-exempt EDB’s Assessed Values for an Assessment Period must not
exceed its Reliability Limits for that Assessment Period.

Compliance of SAIDI Limit and breach of the SAIFI limit is demonstrated in the following
tables.

Supporting evidence is presented in Appendices D and E.

Test: SAIDI Assess 2043 <]

SAIDI f s i
SAID! aseess 2015 19.940
SAID! L 71.536
Result: 02787 <1
Resuft: SAIDI Limit has not been breached
Test: SAIFT yocors 2015 i

SAIFT 113 2
SAIFI Asgsgess 2015 1.570
SAIF |ima 1.126
Result: 1.3948 > 1
Result: SAIF! Limit has been breached

SAIFI Quality Limit Breach Explanation

The SATFI breach is as a result of making changes that will improve the long term
security of supply to the Nelson city.

peloitie:
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Nelson Electricity replaced it’s one zone substation in 2014 replacing a 50 year old
outdoor substation with a modern indoor substation at the same location. This
provided Nelson Electricity the opportunity to install transformers that were of the
same vector group as the neighbouring network which would assist in
interconnecting at 11kV easily in the event of an emergency. The compromise with
changing from vector groups Dyn to Yyn has meant that the supply to consumers had
to be cut during the changeover from old to new substation.

The changeover occurred from late March 2013 — end of April 2014. During April
2014 there were 8175 consumers out of the total 9213 that were changed over to the
new substation through planned shutdowns (Class B). The average time without
supply was 2 minutes. The SAIFI impact was 0.89 out of the total 1.57. Excluding
these planned outages (Class B) for the substation cutover, SAIFI would have been
0.68 which is well below the limit of 1.13.




3) Director Certification (Clause 11.3(m))

I Paul Donald LeGros, being director of Nelson Electricity Limited certify that, having made
all reasonable enquiry, to the best of my knowledge and belief, the attached Annual
Compliance Statement of Nelson Electricity Limited, and related information, prepared for
the purposes of the Electricity Distribution Services Default Price-Quality Path
Determination 2012 are true and accurate.

N

-

Clfa st arer~

15 June 2015
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INDEPENDENT AUDITOR’S REPORT
TO THE DIRECTORS OF NELSON ELECTRICITY LIMITED AND TO THE COMMERCE
COMMISSION

The Auditor-General is the auditor of Nelson Electricity Limited (‘the company”). The Auditor-
General has appointed me, Paul Bryden, using the staff and resources of Deloitte, to provide an
opinion, on her behalf, on whether the Annual Compliance Statement for the year ended on 31
March 2015 on pages 2 to 4, and 8 to 14 complies, in all material respects, with the Electricity
Distribution Services Default Price-Quality Path Determination 2012 NZCC 35 (the
Determination).

Directors’ responsibilities for the Annual Compliance Statement

The directors of the company are responsible for the preparation of the Annual Compliance
Statement in accordance with the Determination, and for such internal control as the directors
determine is necessary to enable the preparation of an Annual Compliance Statement that is
free from material misstatement.

Auditor’s responsibility for the Annual Compliance Statement

Our responsibility is to express an opinion on whether the Annual Compliance Statement has
been prepared, in all material respects, in accordance with the Determination.

Basis of opinion

We conducted our engagement in accordance with the International Standard on Assurance
Engagements (New Zealand) 3000: Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information issued by the External Reporting Board and the Standard on
Assurance Engagements 3100: Compliance Engagements issued by the External Reporting
Board.

These standards require that we comply with ethical requirements and plan and perform our
audit to provide reasonable assurance (which is also referred to as ‘audit’ assurance) about
whether the Annual Compliance Statement has been prepared in all material respects in
accordance with the Determination.

An audit involves performing procedures to obtain evidence about the amounts and disclosures
in the Annual Compliance Statement. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the Annual
Compliance Statement, whether due to fraud or error or non-compliance with the Determination.
In making those risk assessments, the auditor considers internal control relevant to the
company’s preparation of the Annual Compliance Statement in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the company's internal control.

In relation to the price path set out in clause 8 of the Determination, our audit included
examination, on a test basis, of evidence relevant to the amounts and disclosures contained on
page 2, and pages 8 to 12 of the Annual Compliance Statement.

In relation to the SAIDI and SAIFI statistics for the Reference Period and the Assessment
Period ended on 31 March 2015, including the calculation of the Reliability Limits and the
Assessed Values, which are relevant to the quality standards set out in clause 9 of the
Determination, our audit included examination, on a test basis, of evidence relevant to the
amounts and disclosures contained on pages 3-4, and pages 13 to 14 of the Annual
Compliance Statement.



Deloitte

Our audit also included assessment of the significant estimates and judgements, if any, made
by the company in the preparation of the Annual Compliance Statement.

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

Use of this report

This independent auditor's report has been prepared for the directors of the company and for
the Commerce Commission for the purpose of providing those parties with independent audit
assurance about whether the Annual Compliance Statement has been prepared, in all material
respects, in accordance with the Determination. We disclaim any assumption of responsibility
for any reliance on this report to any person other than the directors of the company or the
Commerce Commission, or for any other purpose than that for which it was prepared.

Scope and inherent limitations

Because of the inherent limitations of an audit engagement, and the test basis of the procedures
performed, it is possible that fraud, error or non-compliance may occur and not be detected.

We did not examine every transaction, adjustment or event underlying the Annual Compliance
Statement nor do we guarantee complete accuracy of the Annual Compliance Statement. Also
we did not evaluate the security and controls over the electronic publication of the Annual
Compliance Statement.

The opinion expressed in this independent auditor’s report has been formed on the above basis.
Independence

When carrying out the engagement we followed the independence requirements of the Auditor-
General, which incorporate the independence requirements of the External Reporting Board.
We also complied with the independent auditor requirements specified in the Determination.

The Auditor-General, and her employees, and Deloitte and its partners and employees may
deal with the company on normal terms within the ordinary course of trading activities of the
company. Other than any dealings on normal terms within the ordinary course of business, this
engagement and the annual audit of the company’s financial statements, we have no
relationship with or interests in the company.

Opinion

In our opinion, the Annual Compliance Statement of Nelson Electricity Limited for the year
ended on 31 March 2015, has been prepared, in all material respects, in accordance with the
Determination.

Our audit/was completed on 15 June 2015 and our opinion is expressed as at that date.
I8

Pau/Bryd

Deloitte

On behalf of the Auditor-General
Christchurch, New Zealand



Appendix A — Price Path Compliance Calculations (Clause 11.2(b))

Notional Revenue for the year ending March 2015

Term

Description

Value $

Pors *Q zors

Prices at 31 March 2016
multiplied by 31 March
2013 Base Quantities

10,901,161

Transmission Charges for
year ending 31 Warch
25 |
Avoided Transmission
Charges for year ending

31 March2015
Rates for year ending 31
March 2015

for year ending 31 March

Clawback
EGCC )
Commerce Act Levies for |
year ending 31 March
2015

Electrictty Authortty Levies |

B 21 S

3,759,255

27,107

35,064
38446 ]
33168

15,588

MR zoas

Hotional Revenue for the
year ending 31 March

2015

6,716,383

March 2015

Maximum Notional Revenue for the year ending

Term

Descniption

Vatue $

P *0 ross

Maximum Prices between
1 April 2014 and 31 March
2015 muttiplied by 31
March 2013 Base
Quantities

10,901,161

Ezs

Transrission Charges for
year ending 31 March
2015

3,759,255

Avoided Transmission
Charges for year ending

o 31 March 2015
Rates for year ending 31

Electricity Authority Levies
for year ending 31 March
2015
Clawback

EGCC

JMarch2015 | .

27 107

35,064
. 344446
3,316

Commerce Act Levies far
year ending 31 March
2015

15,588

NR \tor

Notional Revenue for the
year ending 31 tarch
2015

6,716,383

Supported by P*Q
schedules presented in
Appendix B

Supported by P*Q
schedules presented in
Appendix B

Deloitte.
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Aliowable Notional Revenue 2015

Term Description

Value $

Poors ¥O zo13 multiplied by 31 March

Prices at 31 March 2014

=

2013 Base Quantities

10,059,139

Transmission Charges for
year ending 31 March
L2014

3,124 287

" Avoided Transmission
____Charges for 2014

Rates for year ending 31
K;g}., I March 2014

25,594

Electricity Commission
Levies for year ending 31
March 2014

33,483

Commerce Act Levies for
year ending 31 March
2014

15,106

Rr-1-NRi-1 2013 less the notional

Allowable national revenue

revenue 2014

3,169

X X Factor

(1=

Average change in

ACPI ;955 Consumer Price Index

1.0097

Allowable Nottonal
R Revenue under the CPI-X
043 Price Path for the year

ending 31 March 2015

6,930,417

Supported by P*Q
schedules presented in
Appendix B




Appendix B — Price and Quantity Schedules (Clause 11.3(a))

Revenue Table using 31 March 2014 Prices and 2012/2013 Quantities

Nurmnber of Days

365

Tanff or Fea

Numzer of
ICPs
at 310372013

&Vih at
31372013

Distribation Charges

o]

&)

KVA &
31/3/2013

Fixed

Variable
{c/kWh)

S/day

c/kVA/day

Other

Fixed

Vanabla

Total R
3]

P 201 @ 2013

Group 0
Steetlights

Unmetered Fixed

Unmeterad Capacity

Group2
Fixed

Metered Installatian Charge

\Mightrate |

10105000

3l

| o200 |

99 689

679

39689
679

£29

929

4599

4599

528

125980

627 249

.eoEse)

10.872

57,984 681

_..J3,003543
). 143522

Capacity Supply Group 4
Capacity Supply Group 5
Capacty Supply Groug 6

Capacily Supply Group 7

[Capactty Supply Group 11

Capacity Supply Group8 |

Capacily Supply Group 10

2683339

2683 339

.. 2986208

403110

..2:586.206
403,110

30,140

30,48

37.340

754 685

T
754 685

1.040.367

2208}

_ 0403674
2208

15418

15418

Capscity Supply Group 15

TOU Sealord

Capactty Supply Group 12 |
Capacity Supply Group 13 | _

Fix
Power Factor —

52 560

19.342 18342

_ lerey _ 133678
A ... 57816
113,880 113.880
L.odsef ] 118260

26,230

35 040

—2 00
50,112

396.139

78

P21 Qe

10,058,139

10




Revenue Table using 31 March 2015 Prices and 2012/2013 Quantities

Number of Days 365

Disiribetion R Total Ravenuse
(L)) 15

Distnbution Chames.
Number of

Tarfl r Fee ICPs | kWh at 31732013 31";2;3 Fixed Varable
a1 3170312013 fcawhy | Fixed Variabls

$iday c/KVAIday DOther Paeis 92013

Group 0

sweethges | oo | 29500 O i T = L orems| 75
Unmetered Fixed , ) gaee | B : _ooss| o PR — . .
Uomelered Capacty | . 2495 S BN 1 IO il 3002
Bulders Temp - L 2 ey I T . - S R+
AL R I S _ssf 580

[ R 11 A Y N - . 1sgm

7241263 f R e i ... BIT8%

3503308 AT

=2

Growp2 | — il Cr I -

FIXD e GE69 U o280 3015280 |
AT s Lo 57984581 R I = K4 3131167

Controlled 1. 13003543
Hohlrale g 22 = 1435221

Time of Use

I . -2y 2 435619
M4 o 34ass

!:*s!s&i.'ﬁsia,'!?t@rs‘ihafse nte—ie Vs :.b'??,,..__ . 5073@1 I

e 193478 ..129.079
e 12805

13414

L.1326 108
225
16060 16.060
2 148 . 20,148

RE LA 13247

| Capacity SupplyGrowp3 | 8l ).

Capacity Supply Group 4 o
Capacity Supply Group§

Capactty Supply Group 7 | = 3]

Capacty SupplyGowp8 _ _\ ..owm ] 80225 | 1 €0.225
Capacily Supply Group9___ o wl el T 1 118,625

123 187 | 123,187
L ELTS0

27375
S| N——.. L
e

Capacity Supply Group 13
Capscity Supply Group 15

PowerFactor .. ... R e SIS . - e erecn D200
TOUISealo:cl N ). A = ZER - RN ] SR NS .
Fixg - I D i 473244 41304 _473.244

Power Factor 11 : 78 00 . Bs8

=08

E Poacrs Qzenn 10,501,161
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Appendix C — Pass Through and Recoverable Costs (Clause 11.3(b)

and (¢))
Pass Through and Recoverable Costs for year ending March 2015

K 2015 ans V 2015 Actual ($) Forecast ($) | Vanance ($) | Vanance (%)
Transmission 128,043 128,043 - -
Indirect Transmission 3,631 ,21‘:"2_ mé,630,9}3 299 o 61‘;6
Rates ) 27,107 26,10é 1,001 369;%
Electricity Authority Levies 3064| 42380  (7,316)  (2086)%
Commerce Act Levies 15588 15408 80|  115%
E—GWCC “331;{ ER* 3,260 116 3.5%
Clawback “ 344446| 344446 a -
Total Pass Through and Recoverable Costs 4,184 776 4,190,496 (5,720) (.14)%

12
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Appendix D — Quality Standard Compliance Calculations (Clause 11.3(h))

SAIDI {Interruption Duration) SAIFI {Interruption Frequency)

Yea Class B Class C Total Class B Class C Total
2005 12.03 38.63 50.66 0.09 0.75 0.84
2006 12.19 10.16 22.35 0.08 0.16 0.24
2007 9.29 16.46 25.75 0.06 0.21 0.27
2008 4.67 12.27 16.93 0.03 0.16 0.18
2009 28.63 87.18 116.81 0.21 1.68 1.90
Reference Period Total SAIDI 231.51 Reference Period Total SAIFI 3.43
Reference Period Average SAIDI 46.30 Reference Period Average SAIF! 0.69

2012 9.18 54.30 63.47 0.05 1.06 1.10
2013 10.21 33.40 43.61 005 0.51 0.56
2014 1.77 20.61 22.38 0.29 0.21 0.50
2015 2.55 17.39 19.94 0.90 0.67 1.57

Reliability Limit Calculations

SADI Boundary Calculations

The average of the natural logarithm (In) of each daily SAIDI
Value in the non-zero data set

The standard deviation of the natural logarithm (In) of each
daily SAID! Value in the non-zero data set

T -1.3132

o 2.0581

Bsapr = @f#SAIDI + 2.5 g SalDi) 46.1580 | SAIDI Boundary Value

SAIFi Boundary Calculations

The average of the natural logarithm {In) of each daily SAIF|
Value in the non-zero data set

The standard deviation of the natural logarithm (In) of each
daily SAIFI Vaiue in the non-zero data set

asAF -6.0552

Lsar 21813

B = €'« 4R 125 1588) 0.5477 |SAIFI Boundary Value

Event Days exceeding SAIDI Boundary Value within the Reference Dataset

Pre-Normalised | Pre-Normalised " "
Date SAIDI SAIFI Nomalised SAIDI| Normalised SAIFI

13




SADILimit

The average annual SAIDI Value in the Normalised
Reference Dataset
The standard deviation of daily SAIDI Values in the

HSAIDI 46.3026

e — Normalised Reference Dalaset multiplied by 365
SAIDkin= psaipi + Gsaiol 71,5364 |SAIDI Limit Value
SAFI Limit

The average annual SAIF] Value in the Normalised
Reference Dataset

The standard deviation of daily SAIFI Values in the
Normalised Reference Dataset multiplied by 4365

HSAIF 0.6853

GSAIFI 0.4404

SAIFl = HsalFr + osair 1.1256 |SAFI Limit Value

Reliability Assessment Calculations

Event Days exceeding SADI Boundary Value within the Assessment Dataset

Pre-Normalised | Pre-Normalised P
Date SAIDI SAIFL Normalised SAID! | Normalised SAIFt
Assessed SAIDI Value

The sum of daily SAIDI Values in the 1 April 2014 - 31

SAIDboss 19.94 |\ 1arch 2015 Normalised Assessment Dataset

Assessed SAIFI Value

The sum of daily SAIFI Values in the 1 April 2014 -

SAlFls 157 131 March 2015 Normalised Assessment Dataset

14




Appendix E — Policies and Procedures for Recording SAIDI and
SAIFI (Clause 11.3(1))

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

to be stored.

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

instructions.

Calculations of customer minutes are prepared on the switching record for
each individual outage based on switching times and ICP records. The
customer minutes for each event are then added to the SAID1/SAIFI
Spreadsheet which summarises all events for the year and is used to calculate
the annual SAIDI and SAIFI. The numbers of outages on the Nelson
Electricity network are low compared to other Electricity Line Companies and
so it is a relatively easy task to manage these data requirements. A hard copy

summary of each outage is held on file.

15
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NELSOMN ELECTRICITY YD

NEL Network System Outage Statistics Procedure

Background:

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

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

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

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

ICP Database

New Connections

SCADA system

Fault forms

Call Care (fault call reports)
Control room switching instructions

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

ICP Database and New Connections:

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

SCADA System:

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

Fault Forms:

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

16



Call Care:

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

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

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

Spreadsheet.

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

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

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

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

17



QOutage Statistics Reporting Flow Chart

Outage

Qutage Area and

Planned or unplanned Times

outage occurs

v

Outage is
restored

Vv

QOutage is Analysed and

Consumers

structions
broken down into the S e

different stages

v

Each stage is analysed for
consumers affected and G—
times power is off/on

v

SAIDI and SAIFI are
assessed for each stage

2

SAIDI and SAIFI for all
stages are combined to
arrive at the fotal outage
statistics

v

Outage statistics are
entered into Outage
Statistics Worksheet

N

Monthly and annual
summaries are created and
used for reporting

A\ 4
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