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

Counties Power Limited complies with all requirements of the price path threshold for the
Assessment Date, 3 1st March 2009, as specified in the Commerce Act (Electricity
Distribution Thresholds) Notice 2004 and the Amendment Notice 2006.

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

Test: NR2009 <1
R>009

Result: $20,835,563 / $21,391,237 <1

Result: 0.9740 <1

Result: Threshold is not breached

Supporting evidence is presented in Appendices A, B, C, Fand G



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

Test: NR o _
Max(Rzoo&Rzow) a
Result: $20,835,563 / $21,391,237 <1
Result: 0.9740 <1
Result: Threshold is not breached

Supporting evidence is presented in Appendix D, E, F and G.



Calculation of Notional Revenue for the Assessment Date, 3 1st March 2009

In the First Assessment Compliance Statement under the Gazette Notice 2003, Loss Rental
Rebates were not excluded from the Notional Revenue calculation because although they
were passed to end customers via annual discounts the process followed did not provide
the level of transparency required by the Gazette Notice 2003. The process was
subsequently altered (as demonstrated previously in our Second Assessment Compliance
Statement under the Gazette Notice 2003) to ensure that the level of transparency
required by the Gazette Notice 2003 was met.

As per the Gazette Notice 2004 and the Amendment Notice 2006, Loss and Constraint
Rentals have been excluded from the Notional Revenue pass through costs, as they were
returned as part of our discount process. Evidence illustrating the transparent nature of the
pass-through of Loss and Constraint Rentals to customers is presented in section |.5 “Loss
Rental Rebates”. (See also Note |, Appendix G)

Electricity Line Pricing and Guaranteed Discount

Counties Power has a policy of ensuring that electricity line pricing remains competitive in
respect to other line companies and potential competing or substitute energy sources (such
as gas). A key element to achieving this pricing strategy is through the issue of annual
discounts. Discounts are also a means used to pass to end customers the benefit of Loss
Rental Rebates.

When Counties Power Limited changed its prices on the Ist May 2008, this included the
guaranteed total discount equivalent to $2 million dollars, and was published in accordance
with the Electricity Information Disclosure Requirements 2004. Prices for each individual
tariff are published both including and excluding the guaranteed discount, and therefore for
the purposes of the price path assessment, posted prices are assumed to be the posted
discount prices.



Other Revenues

Only one component of the NZ Steel / BHP pricing increased in the year ending 31 March
2009 when the reactive charge increased from $3,694 to $8,660 per month. The prices for
New Zealand Steel and Watercare Services Ltd increased on | April 2008. For Watercare
the connection charge increased by 3.28% and the interconnection charge increased by
5.4%. The cost per customer for livening remained at $60. There was no change to relay
income.

Derivation of Source Data.

Consumption data by tariff band was taken from company records for the year ending the
31 March 2003. These records were originally derived from monthly data files provided by
electricity retailers over the preceding twelve months. The reasonableness of this data was
reviewed each month by comparison with energy quantities recorded at grid exit points.

Prices (inclusive of our guaranteed minimum $2 million dollar discount) were derived from
tariff schedules published according to Part 6 of the Electricity Information Disclosure
Requirements 2004 on Counties Power’s website, www.countiespower.com.



Notional Revenue:
I.1. Included Services

In accordance with the Gazette Notice, the following sources of revenue have been
included in the calculation of notional revenue:

Goods & Services Supplied Description

Line rental charged to electricity retailers and other
major customers for conveyance of electricity from
Transpower Grid Exit Points to end customers.

Electricity line rental

Livening service Livening of new connections to the electricity network.

Ripple Relay Rental Ownership and management of ripple relay controls.

Goods and Services have been included based upon the requirements of the Gazette
Notice, the current nature of the services provided, the current market situation and other

relevant factors.

1.2 Excluded Services

In accordance with the Gazette Notice the following sources of revenue have been
excluded from the calculation of notional revenue:

1.2.1 Goods and Services Not Directly Related to Electricity Distribution

The following goods and services do not relate directly to provision of electricity
distribution, and have accordingly been excluded from price path measurements.

Goods & Services
Supplied

Description

Comment

Vehicle Maintenance

Servicing motor vehicles,
issue of Warrant of Fitness
etc.

No direct connection to
electricity distribution.

Light Engineering

Manufacture of vehicle
trailers, cross-armes, fitting of
vehicle accessories & similar
light engineering products
and services.

No direct connection to
electricity distribution.

Property Rental
Services

Rental of Commercial
Property to third parties.

No direct connection to
electricity distribution.

Telecommunication

Provision of broadband
telecommunication
infrastructure services.

No direct connection to
electricity distribution.

Telephone Relay
Service

Provision of telephone relay
services under sub-contract
to Sprint NZ for hearing and
speech-impaired community

No direct connection to
electricity distribution.




New Zealand Relay
equipment

Sub —contract to Sprint NZ
Ltd. To mange a pool of
text-phones on behalf of the
Ministry of Economic
Development

No direct connection to
electricity distribution.

Interest Income

Interest from cash deposits.

No direct connection to
electricity distribution.

Streetlight
maintenance

Maintenance services for
streetlights owned by local
councils.

No direct connection to
electricity distribution.

Meter Rental

Ownership & management
of domestic & Time of Use
meters.

This service relates to
ownership of equipment used to
measure usage rather than
conveyance of electricity. The
business operates in a
competitive market dominated
by electricity retailers rather
than by line companies. Some
specialist third party metering
companies also operate in the
area. Within the Counties
Power area, as at March 2009
approximately 75 time of use
meters, 489 non-time of use
meters and 986 prepay meters
are owned by third parties.

Customer payments
toward network
extension

Payment to mitigate the cost
of extending or altering the
network to accommodate
new connections.

No direct connection to
electricity distribution — this
relates to construction of
network assets rather than
conveyance of electricity.

Fault Service - third
party damage
reimbursement.

This relates primarily to
claims for reimbursement of
repair costs for damage
done by third parties (as
opposed to charging for
conveyance of electricity).
The most common example
is Car vs. Pole accidents or
repair of damage caused
during earthworks.

These charges are related to the
cost of reinstatement of damage
done. A significant portion of
those reimbursement claims are
paid on an instalment basis,
involving significant
administrative time and cost. A
high proportion is uncollectible.
These reimbursement charges
have no direct connection to
electricity distribution.




1.2.2 Goods and Services Subject to Effective Competition

Effective competition exists in respect to the following goods and services. They have
accordingly been excluded from price path measurements.

Goods & Services
Supplied

Description of
Service

Description of
Competition

Comment

Inspection services

New connection
inspection service.

This service can and
is provided by a
number of qualified
contractors, in
addition to Counties
Power.
Approximately | 1%
of total new
connection
inspections were
completed by
independent
contractors in the
year ended 3| March
2009.

A highly competitive
market with a
number of
competing
contractors
operating.

Reconnection &
disconnection

Co-ordination &
management of
customer
reconnections &
disconnections for
retailers (generally

for credit reasons).

This relates to
existing ICP
installations.

The reconnection
and disconnection
service can be
undertaken by any
contractor qualified
to work on the
network. The
majority of Retailers
utilise Counties
Power’s services for
normal commercial
reasons, and
following
negotiations.
However, Retailers
have discretion to
use other
contractors, and one
does use an
independent
specialist contractor.

This is essentially a
management service
provided for the
convenience of all
parties. It is priced
at a level to cover
direct costs and
direct overheads,
rather than to earn
a full return on
capital. The physical
connection and
disconnection work
is sub-contracted to
independent
contractors. The
incumbent retailer,
Contact Energy Ltd,
has previously
confirmed their
agreement that
effective
competition for
provision of the
services exists.
There have been no
changes in
arrangements or




market conditions
since prior to

October 2003.
Construction & Electricity fault A highly competitive | A very competitive
Servicing repairs, line market with market with
maintenance and numerous numerous
construction. Larger | competitors participants varying

jobs are generally
undertaken in
response to a
request for tender or
in the case of
individuals in
response to a
request for a quote.
Other forms of
construction, such as
of a broadband
communication
network is also
undertaken.

operating within
Counties Power area
including United
Gooder, Electrix,
Northpower, and
The Cable Shop.
Barriers to entering
the market are low
requiring only
suitable industry
qualifications and
certification to work
on the network.
Capital requirements
vary depending upon
the market niche,
but are not
necessarily high as
evidenced by the
large number of
market participants
nationwide, and
frequency of start-
ups.

from small to multi-
national in size.
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Electricity
Demand
Management

Supply of
instantaneous
reserve capacity to
Transpower for grid
emergency
conditions.

This service is
provided to
Transpower in
response to a
request for
submission of
services. All line
companies within
New Zealand can,
subject to technical
capability, provide
the service. The
services are
provided in
competition with
these other
companies, with
eligibility related
mainly to compliance
with the required
technical standards,
which are tested
periodically by
Transpower. Several
alternatives (or
substitutes) also
potentially exist.
These include doing
without the service
(at risk of lessening
grid security) or
increasing spinning
generation reserve
capacity. Large
commercial
customers could also
potentially
participate in the
market.

A market within
which most line
companies can
operate as service
providers, but with
only one purchaser
— Transpower.




1.4 Pass Through Costs:

In accordance with the Gazette Notice 2004 and the Amendment Notice 2006 the following
components have been included as pass through costs:

*  Transmission charges, which include:

— Connection charges

- Interconnection charges

- Voltage support charges

- New investment charges

— Other miscellaneous charges

* Local body rates applying to system fixed assets: lines, cables, equipment, substation
land and buildings.

* Electricity Commission Levies.

1.5 Loss Rental Rebates
Loss Rental Rebates (“LRR”) are passed through to end customers via the issue of
discounts. The transparency of this pass through is demonstrated through a process of:
* Including in the Statement of Corporate Intent reference to the intention to return
LRRs to customers via the discount process
* Confirming the return of LRRs to customers, in conjunction with the Board
resolution to issue discounts
* Calculation of LRR receipts over the period preceding issue of discounts, in order to
ensure they are fully passed through to end customers, and to determine the portion
of Discounts funded by LRRs
* Publicising to customers the return of LRRs to them, through a variety of means,
including:
o Reference to the return in advertising undertaken
o Inclusion of reference to the return of LRRs on our website.

12



2, Disclosure of Information Required (Clause 7(1)(a)(ii) — The
Quality Threshold)

Counties Power Limited does not comply with all requirements of the quality threshold at
the assessment date, as specified in the Commerce Act (Electricity Lines Thresholds) Notice
2004 and the Amendment Notice 2006.

Clause 6 (1) (a) Interruption Duration

SAIDI, + SAIDLy, + SAIDL,, + SAIDLy,, + SAIDL,,
5

Test:  SAIDL, <

171.68 > 127.10

Result: Class B and Class C SAIDI for the twelve months ending 31 March 2009 is more than the
five year average Class B and Class C SAIDI (1999 — 2003) by 44.58 minutes.

Threshold is breached.

Supporting evidence is presented in Appendix H.

Clause 6 (1) (b) Interruption Frequency

SAIFI,, + SAIF Ly, + SAIFLy, + SAIFL,, + SAIFL,,
5

Test:  SAIFLy, <

3.62>1276

Result: Class B and Class C SAIFI for the twelve months ending 31 March 2009 is more than the
five year average Class B and Class C SAIFI (1999 — 2003) by 0.86.

Threshold is breached.

Supporting evidence is presented in Appendix H.
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Clause 6 (1) (c) Customer Communication (no assessment required)
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3. Disclosure of Information Required (Clause 7(1)(a)(iii) -
Reliability Reporting Policies and Procedures)

Counties Power uses a robust system using data from the corporate customer and
geographic information systems (Navision, GIS), the network SCADA system as well as
manually generated faults switching sheets to determine reliability results.

For every high voltage (I IkV and above) fault with a duration of more than one minute
(Class C & D interruptions), the system operator produces a manual switching sheet that
lists each switching operation and the time of the operation. As some switching operations
either occur automatically or are controlled through SCADA, the time of each operation is
also recorded in SCADA. After all power is restored, the customer numbers affected by
each switching operation are determined by selecting the area isolated by the operation in
the GIS which is linked to the real-time count of customer numbers in the Navision ERP.

All information about the fault is then recorded in the Faults database within the Navision
ERP system. This database includes not only information about the type and location of fault,
which is used for asset management purposes, but also every switching operation and the
number of customers affected by that operation for each fault. The database calculates the
reliability results for each fault and produces a variety of reports and graphs for management
and regulatory purposes.

Planned (Class B) interruptions are managed using a purpose-written software application
within the Navision ERP system. This application utilises a link between the GIS and the
customer database to calculate the reliability impact of any planned shutdown and send
notification letters to affected customers. The process is initiated when a Project Manager
requiring a planned shutdown enters the location and timing details into the application.
When the shutdown is finished, the system operator enters the actual start and finish times
of the shutdown and the application calculates the actual reliability impact. These figures are
included in the reliability reports produced by this database.

The data flow diagram shown in Figure | below gives a graphical representation of the
recording / reporting system.

At the end of each month, a variety of reports and graphs showing aspects of the monthly
and year to date reliability achieved are produced from the faults database. These reports
are checked by the General Manager (Network) for reasonableness and completeness. The
information in these reports is used to assist in making asset management decisions and in
addition, a summary report of the reliability results for the month is produced for inclusion
in the monthly report to the Counties Power Board of Directors.
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Reliability Reporting Process QM'S updated 30-Jan-09

c”? RELIABILITY REPORTING PROCESS

COUNTIESPOWER
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Figure 1: Reliability Recording Process Data Flow Diagram
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Disclaimer

The information presented in this Threshold Compliance Statement has been prepared solely for the
purpose of complying with the requirements of the Commerce Act (Electricity Lines Thresholds)
Notice 2004 and the Amendment Notice 2006. This statement has not been prepared for any
other purpose and Counties Power Limited expressly disclaims any liability to any other party who
may rely on this statement for any other purpose.
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PRICEAVATERHOUSE(QOPERS

AUDITORS' REPORT ON THRESHOLD COMPLIANCE STATEMENT
Counties Power Limited

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

Basis of Opinion — Quality Threshold: SAID| and SAIFI Statistics for the Years Ended 31
March 1999, 2000, 2001, 2002 and 2003.

In relation to the SAIDI and SAIFI statistics for the years ended 31 March 1999, 2000, 2001, 2002
and 2003 which are relevant to those parts of the quality threshold that are set out in clauses

6(1)(a) and 6(1)(b) of the Notice, we have undertaken procedures to provide reasonable assurance
that:

= The amounts and disclosures in the threshold compliance statement relating to those
statistics have been correctly taken from the information disclosed by Counties Power
Limited in accordance with the Electricity (Information Disclosure) Regulations 1999; and

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

Relationship and Interests

In addition to the audit of the threshold compliance statement we have carried out other audit
assignments for Counties Power Limited. These involved issuing an audit opinion on the annual
financial statements for the year ended 31 March 2009 as well as audit certificates pursuant to the
Electricity Distribution (Information Disclosure) Requirements 2008. We have also carried out other
professional advisory services. Other than these assignments we have no relationship with or
interesls in Counties Power Limited.

Opinions

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

Price Path Threshold

In our opinion, having made all reasonable enquiry, to the best of our knowledge the amounts or
details set out in the threshold compliance statement relating to the price path threshold set out in
clause 5 of the Notice and related information have been prepared in accordance with the Notice,
and give a true and fair view of the performance of Counties Power Limited against that threshold
for the assessment period ended on 31 March 2009.

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

a) The SAIDI and SAIFI statistics for the assessment period ended on 31 March 2009 which
are relevant to those parts of the quality threshold that are set oul in clauses 6(1)(a) and
6(1)(b) of the Notice and related information have been calculated or prepared in
accordance with Counties Power Limited's policies and procedures for recording SAIDI
and SAIF| statistics as disclosed in the threshold compliance statement and fairly represent

the performance of Counties Power Limited for the assessment period ended on 31 March
2009;

19



PRICEWATERHOUSE(COPERS

AUDITORS' REPORT ON THRESHOLD COMPLIANCE STATEMENT
Counties Power Limited

b) The SAIDI and SAIFI statistics for the years ended 31 March 1999, 2000, 2001, 2002 and
2003, which are relevant to those parts of the quality threshold that are set out in clauses
6(1)(a) and 6(1)(b) of the Notice, are in accordance with the Electricity (Information
Disclosure) Regulations 1999. Those statistics have been properly calculated based on
the unaudited source data provided to us by Counties Power Limited. The SAIDI and SAIF|
stalistics in the threshald compliance statement differ in certain instances from the
previously disclased statistics as a result of the correction of immaterial errors in the
calculation of those statistics.

Qualified Opinion
Our opinion is qualified as follows:

Quality Threshold: SAIDI and SAIFI statistics
The scope of our audit was subject to the following limitations:

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

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

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

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

Because of the potential effect of the limitations in the evidence available to us, we are unable to
form an opinion as to whether the amounts or details set out in the quality threshold: SAIDI and
SAIFI statislics for the assessment period ended on 31 March 2009, together with the SAIDI and
SAIFI statistics for the years ended 31 March 1999, 2000, 2001, 2002 and 2003, give a true and
fair view of the performance of Counties Power Limited against those parts of the quality threshold

that are set out in clauses 6(1){a) and 6(1)(b) of the Notice for the assessment period ended on 31
March 2008.

Our audit was completed on 21 May 2009 and our qualified and unqualified opinions are expressed
as at that date.

o frccishouselone 2

Jonathan Freeman PricewaterhouseCoopers
On behalf of the Auditor-General

Auckland, New Zealand

21 May 2009
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COUNTIESPOWER

5.  Certification of Threshold Compliance Statement

We, Keith R. Familton & Paul C. Brown being directors of Counties Power Limited certify
that, having made all reasonable enquiry, to the best of our knowledge and belief, the
attached threshold compliance statement of Counties Power Limited, and related
information, prepared for the purposes of the Commerce Act (Electricity Distribution
Thresholds) Notice 2004 and the Amendment Notice 2006 complies with the requirements
of that notice except in respect of clause 6(1)(a) and clause 6(I)(b).

/ /
1//]
L "v J’ ’/‘ ’A%w_
K .R:-Familton P. C. Brown
Director Director

20 May 2009
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Appendix A. Clause 5 (1) (a)
NR2009

Notional Revenue for the year ending 31 March 2009

Term Description (%)

Prices at 31 March 2009
ZPi’2009Qi multiplied by 31 March 28,486,534
2003 Base Quantities

Transmission Charges
for year ending 31 7,439,631
March 2009

Rates for year ending
K009 31 March 2009 e

Electricity Commission
Levies for year ending 61,716
31 March 2009

Notional Revenue for

NR3099 = 2P; 20000; - K009 the year ending 31 20,835,563
March 2009

Appendix B. Clause 5 (1) (a)
R2004

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

Term Description %)

Prices at 6 September
2003 multiplied by 31

2P;px Qi March 2003 Base 24,804,455
Quantities

Budget Transmission
Charges for year ending 4.353.844
Crans 31 March 2004 "

Budget Rates for year
CR2003 ending 31 March 2004 40,651

Maximum Revenue at
31 March 2004 that
would not have caused
R2004 a breach under the

Initial Notice

20,409,960

Note: All notation in the table above except Ryp04 comes from the Initial Notice.
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Appendix C. Clause 5 (1) (a). Test for 5 (1) (a) - (NR2009 / R2009 < 1)

Allowable Notional Revenue under CPI -X price path
Term Description %)
X X Factor 2%
Maximum Revenue at 31 March
R2004 2004 that would not have caused 20,409,960
a breach under the Initial Notice
(I +ACPI ) Average change in Consumer 1.0229
2005, Price Index over 2004 .
(]-)() 1-X Factor 0.98
Allowable Notional Revenue
R2005 under the CPI-X Price Path for 20,459,851
the year ended 31 March 2005
(I +ACPI ) Average change in Consumer 1.0304
2006, Price Index over 2005 .
(]-)() 1-X Factor 0.98
Allowable Notional Revenue
R2006 under the CPI-X Price Path for 20,659,596
the year ended 31 March 2006
(I +ACPI ) Average change in Consumer 1.0337
2007, Price Index over 2006 .
(]-)() 1-X Factor 0.98
Allowable Notional Revenue
R2007 under the CPI-X Price Path for 20,927,778
the year ended 31 March 2007
(I +ACPI ) Average change in Consumer 10238
2008, Price Index over 2007 .
(]-)() 1-X Factor 0.98
Allowable Notional Revenue
R2()08 under the CPI-X Price Path for 20,996,551
the year ended 31 March 2008
(I +ACPI ) Average change in Consumer 1.0396
2009, Price Index over 2008 .
(]-)() 1-X Factor 0.98
Allowable Notional Revenue
R2009 under the CPI-X Price Path for 21,391,237
the year ended 31 March 2009
Expression must be less than or
NR>009 / Ro009 equal to 1 to avoid breaching 0.9740
5(1)(@)
Rs009 - NR2ggo Value of Compliance or (Breach) 555,674

For presentation purposes, the CPI Index has been presented to four decimal places,
however, for the calculation of Rxngg, the full index (with no rounding) has been applied.
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Additional Supporting tables for Appendix C.

| 83 |

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

3867

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

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

| 4002 |

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

Appendix D. Clause 5 (1) (b)

N RMax

Maximum Price
Between 1 April 2008
Py Oi and 31 March 2009 28,486,534
multiplied by 31 March
2003 Base Quantities

Transmission Charges

for year ending 31 7,439,631
March 2009
Rates Charges for year
Kaoog ending 31 March 2009 149,624

Electricity Commission
Levies for year ending 61,716
31 March 2009

Maximum Notional
NR Revenue for 1 April 20,835,563
2008 to 31 March 2009
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Appendix E. Clause 5 (1)(b)
Test for 5 (1) (b) - (NRmax / Max(Rz008;R2000)) < 1

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

Term Description %)

Maximum Notional
NR1ax Revenue for 1 April 20,835,563
2008 to 31 March 2009

Allowable Notional
Revenue at 31 March 20,996,551
2008

RZ()OS

Allowable Notional
Revenue at 31 March 21,391,237
2009

R2009

Maximum of the
Allowable Notional
Revenue at 31 March
Max(R:p08,R2009) 2008 and the Allowable 21,391,237
Notional Revenue at 31
March 2009

If expression is greater

NRMQX /Max(RZ()()g,Rzoog) than 1, Clause 5 (1) (b) 0.9740
is breached

Value of Compliance or
Max(R;008.R2009) - NRysax (Breac?x) 555,674
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Appendix G

Transmission Charges, Rates and Electricity Commission Levy for the Assessment Date, 3 st

March 2009.

Pass Through Cost Summary (Year ending 31

March 2009)

Transmission Charges

Connection Charge 885,819.77
Interconnection Charge 5,779,815.72
EV Adjustments 0
New Investment charge | 267,341.70
Voltage Support Charge 506,653.71
Frequency Regulation Reserve charge 0
Other charges 0
Loss And Constraint Rentals | -2,186,585.20
Settlement of Financial Transmission

Right 0
Avoided Transmission Charges | 0
TOTAL 5,253,045.70
TOTAL (Excluding Loss And Constraint

Rentals) 7,439,630.90
Rates

Rates 149,624
Electricity Commission Levy

Electricity Commission Levy 61,715.93

Note I:

Evidence illustrating the transparent nature of the pass-through to customers is presented in

section 1.5 “Loss Rental Rebates”.
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Appendix H

SAIDI and SAIFI Statistics
(Class B and Class C) for Years Ended 31st March 1999 — 2003 and 3 |st March 2009

Year Ended 31 March SAIDI (Interruption Duration)

Class B | Class C | Total
1999 71.5 154.3 225.8
2000 57.0 67.0 124.0
2001 54.0 78.0 132.0
2002 13.5 48.2 61.7
2003 12.6 794 92.0
Five Year Average SAIDI 127.10
2009 | 26.99 | 144.69 171.68
Year Ended 31 March SAIFI (Interruption Frequency)

Class B | Class C Total
1999 04 33 37
2000 04 2.1 24
2001 0.5 2.2 2.6
2002 0.1 2.1 2.2
2003 0.1 2.6 2.6
Five Year Average SAIFI 2.76
2009 | 0.15 | 3.47 3.62

Counties Power breached the reliability requirements of the quality threshold for the year
ended 3I* March 2009 as specified in the Commerce Act (Electricity Distribution
Thresholds) relating to interruption duration (SAIDI).

The quality threshold breach of 2008/09 was primarily due to a severe storm event on 26"
and 27" July 2008 and an increase in planned outage requirements to accomplish the works
programme.

On July 26™ and 27", the northern part of New Zealand was struck by a “weather bomb”
that resulted in formal declaration of a civil defence emergency. The newspapers reported
widely on the distress this storm event caused to electricity consumers in the northern parts
of New Zealand. Many households were without power for days and Counties Power was
equally affected by the storm.

Faults directly attributable to the storm contributed 33.09 SAIDI Minutes (19%) and 0.33
SAIFI (9%) interruptions of the total annual SAIDI and SAIFl.  Of these faults, 62% of the
SAIDI-minutes were attributable to trees being uprooted and toppling into lines or branches
being blown significant distances to contact lines. The balance of the faults attributable to the
storm were caused by conductors, cross-arms, terminations and insulators breaking due to
high wind loading.

In addition to faults within the Counties Power distribution system, Transpower suffered
multiple outages. At the peak of the storm, a Transpower equipment failure at Bombay
resulted in total loss of the Counties Power and WEL Networks 33kV supply and
contributed an additional 48.62 minutes to the aggregate reliability result for Counties

46



Power (SAIDI A). Both NIWA and Metservice reported on the event within their formal
severe weather analyses.

We note that the thresholds are now based on significantly dated historical performance
that does not take into account the impact of the current investment programme, and in
particular, the step changes in targets associated with 22kV conversion programmes.  The
variability in planned minute performance is observable both over the last threshold
calculation period and in more recent years.

Planned minute benchmarks and outcomes directly reflect the nature of the capital
investment programme. In FY2009 and the first half of the next 10 year planning period, this
programme is characterised by significant 22kV conversion of urban areas, where
reinsulation and transformer replacements make it impossible to avoid increases in planned
outage minutes. Overall levels of customer satisfaction are not expected to drop, with full
compliance with planned work notice periods and intended programmes and the
deployment of standby generation where possible. Generally, customer impacts are
dramatically lower for planned work than unexpected unplanned faults.

We also note that there is a trade-off between the use of temporary restoration techniques
for rapid reinstatement of customer supplies during faults, and the subsequent planned
outage work to make comprehensive repairs. Customers generally appreciate efforts that
promote efficient reinstatement, while the impact of subsequent planned outages can be
managed to avoid disruption.  This is entirely consistent with customer preferences, but
may not result in the lowest possible total SAIDI impact.

The impact of adjustments for extreme events is shown in the table below. Excluding the
absolute values of the SAIDI and SAIFI contributions of the extreme events in July 2008, the
SAIDI result is 138.59 SAIDI-minutes, a breach of some 9%, well within the natural variability
of both planned and unplanned contributions to SAIDI.

Year Ended 31 March | SAIDI (Interruption Duration) | SAIFI (Interruption Frequency)

1999 2258 3.7

2000 124.0 2.4

2001 132.0 2.6

2002 61.7 2.2

2003 92.0 2.6

Five Year Average 127.10 2.8

2009 171.68 (breach) 3.62 (breach)
Excluding absolute event contribution 138.59 (breach 11.49)

Using extreme event methodology' 149.75 (breach 22.65)

We also note that Individual fault contributions towards interruption duration (SAIDI) and
interruption frequency (SAIFI) reflect the specific nature, location and operational response
to each incident. The mix of the CAIDI and SAIFl factors making up the overall SAIDI
result will therefore be subject to variance from year to year depending on fault patterns.
In the previous 2008 reporting period, for example, the extent of the breach of SAIDI was

! Under the ‘Beta’ statistical extreme event methodology relevant for breach investigations, the July event
would be evaluated as extreme for SAIDI.  Using a boundary value of 11.16 minutes and normalising results
for 26™ and 27" July gives an adjusted SAIDI of 149.75 minutes.
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within the normal range of variance in those factors for the Counties Power region and was
associated with a SAIFI result that was within the SAIFI threshold.
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