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1) Compliance with the Price Path (Clause 11.1(a))

OtagoNet Joint Venture does comply with the price path at the assessment date, 31 March
2012, as specified in the Commerce Act (Electricity Distribution Default Price-Quality Path)
Determination 2010.

Clause 8.4 - The notional revenue (NRy) 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:ops o
Ry [

NR2012: $ 22,729,184

Rao12: $ 22,828,605

Result: 0.9956 <1

Result: Price Path has not been breached

Test: NR g -
Rsppz =

NRwax: $ 22,729,184

Ra012: $ 22,828,605

Resuit: 0.9956 <1

Resuilt: Price Path has not been breached

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



2) Compliance with the Quality Standards (Clause 11.1(a))

OtagoNet Joint Venture does comply with all requirements of the quality standards at the
assessment date, 31 March 2012, as specified in the Commerce Act (Electricity Distribution

Default Price-Quality Path) Determination 2010.

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 is demonstrated in the following tables. The first table demonstrates compliance

with the SAIDI Limit and the second table compliance with the SAIFI limit.

Test: SA[DIAssess
2012 <l
SAIDI iy
SAID! assess 2012 276.2575
SAIDI (imit 361.0754
Result; 0.7651 <1
Result: SAIDI Limit has not been exceeded
Test: SAIF IAssess
2012 <]
SAIFT imi
SAIF| assess 2012 2.3090
SAIFI Limit 3.1197
Result: 0.7401 <1
Result: SAIFI Limit has not been exceeded

Supporting evidence is presented in Appendices D and E.



Prior Period Reliability Assessment (9.1(b))

Clause 9.1.(b) requires: compliance with annual reliability assessments for the two immediately
preceding extant Assessment Periods

SAIDI Assess SAIFi Assess 2.26
2011 247.0840 2011 :
SAIDI (imit 361.0750 SAIF! Limit 3.12
0.6843 <1 0.7231 <1
Does not Does not
Exceed Exceed
Limit Limit

Compliance Summary
Clause 9.1 A Non-exempt EDB must, in respect of each Assessment Period, either:
(a) comply with the annual reliability assessment specified in clause 9.2; or

(b) have complied with those annual reliability assessments for the two immediately preceding
extant Assessment Periods

SAIDI SAIFI Compliance
. . Does not Does not 5
Compliance with 9.1(a) Exceed Limit  Exceed Limit Complies
or
L . Does not Does not 5
Compliance with 9.1(b) Eleand limit , (EXconaiat Complies
Clause 9.1 Result: Complies with Quality Standard




3) Director Certification (Clause 11.1(c))

We Neil Douglas Boniface and Kenneth John Forrest, being directors of companies which are
parties to the OtagoNet Joint Venture certify that, having made all reasonable enquiry, to the
best of our knowledge and belief, the attached Annual Compliance Statement of OtagoNet
Joint Venture, and related information, prepared for the purposes of the Commerce Act
(Electricity Distribution Default Price-Quality Path) Determination 2010 are true and
accurate.

[
Neil Dougla;éoniface Kenngt‘h John Forrest
S '-._‘\:]

23 May 2012
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Independent Auditors’ Report
to the readers of the Annual Compliance Statement of OtagoNet Joint
Venture for the assessment period ended on 31 March 2012

The Auditor-General is the auditor of OtagoNet Joint Venture (the joint venture). The Auditor-
General has appointed me, Robert Harris, using the staff and resources of PricewaterhouseCoopers,
to provide an opinion, on her behalf, on OtagoNet Joint Venture’s Annual Compliance Statement
for the assessment period ended on 31 March 2012 on pages 2 to 4 and 8 to 23 regarding
compliance with the Commerce Act (Electricity Distribution Default Price-Quality Path)
Determination 2010.

We have audited the Annual Compliance Statement in respect of the default price-quality path
prepared by OtagoNet Joint Venture for the assessment period ended on 31 March 2012 and dated
23 May 2012 for the purposes of clause 11 of the Commerce Act (Electricity Distribution Default
Price-Quality Path) Determination 2010 (“the Determination”).

Directors’ Responsibilities

The Directors of OtagoNet Joint Venture 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, whether due to fraud or error.

Auditor’s Responsibilities

Our responsibility is to express an opinion on the Annual Compliance Statement based on our
audit. We conducted our audit in accordance with the New Zealand Institute of Chartered
Accountants Standard on Assurance Engagements 3100: Compliance Engagements. This standard
requires that we comply with ethical and quality control requirements and plan and perform the
audit to obtain reasonable assurance about whether the Annual Compliance Statement has been
prepared in accordance with the Determination and is free from material misstatement.

An audit involves performing procedures to obtain audit 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. In making those risk assessments, the
auditor considers internal control relevant to the entity’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 entity’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
pages 2 and 8 to 19 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 2012, including the calculation of the Reliability Limits

and the Assessed Values, which are relevant to the quality standards set out in clause g of the
Determination, our audit included examination, on a test basis, of evidence relevant to the
amounts and disclosures contained on pages 3 and 20 to 23 of the Annual Compliance Statement.

PricewaterhouseCoopers, 5 Sir Gil Simpson Drive, Canterbury Technology Park, PO Box 13244, Christchurch 8053,
New Zealand T: +64 (3) 374 3000, F: +64 (3) 374 3001, www.pwe.com/nz



Independent Auditors’ Report
OtagoNet Joint Venture

Our audit also included assessment of the significant estimates and judgments, if any,
made by the joint venture in the preparation of the Annual Compliance Statement and whether
adequate information has been disclosed in accordance with clause 11.1(b) of the Determination.

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

Limitations and Use of this Independent Auditor’s Report

This independent auditor’s report has been prepared solely for the Directors of OtagoNet Joint
Venture and the Commissioners of the New Zealand Commerce Commission in accordance with
the Determination. We disclaim any assumption of responsibility for any reliance on this report to
any persons or users other than the Directors of OtagoNet Joint Venture and the Commissioners,
or for any purpose other than that for which it was prepared.

Because of the inherent limitations in evidence gathering procedures, it is possible that fraud, error
or non-compliance may occur and not be detected. As the procedures performed for this
engagement are not performed continuously throughout the assessment period and the procedures
performed in respect of the joint venture’s compliance with the Determination are undertaken on a
test basis, our engagement cannot be relied on to detect all instances where the joint venture may
not have complied with the Determination. Our opinion has been formed on the above basis.

Independence
We have no relationship with, or interests in the joint venture, other than the provision of other
professional advisory services. We are not aware of any relationships between our firm and

OtagoNet Joint Venture that, in our professional judgment, may reasonably be thought to impair
our independence.

Opinion
In our opinion, the Annual Compliance Statement of OtagoNet Joint Venture for the Assessment

Period ended on 31 March 2012, has been prepared, in all material respects, in accordance with the
Determination.

Our audit was completed on 23 May 2012 and our opinion is expressed as at that date.

e

Robert Harris PricewaterhouseCoopers
On behalf of the Auditor-General
Christchurch, New Zealand



Appendix A — Price Path Compliance Calculations (Clause

11.1(b)(1))
Clause 8.4

Notional Revenue for the year ending March 2012

ending 31 March 2012

Term Description Value $
Prices at 31 March 2012 multiplied
£ 3
P2012*Q2010 by 31 March 2010 Base Quantities 29,148,196
Transmission Charges for year
ending 31 March 2012 5,667,775
Avoided Transmission Charges for
year ending 31 March 2012 573,666
Rates for year ending 31 March
59,538
Ko 2012
Electricity Authority Levies for year
ending 31 March 2012 58,383
Commerce Act Levies for year
ending 31 March 2012 + 1/5 of
Commerce Act Levies for year 59,650
ending 31 March 2010
NRa) Notional Revenue for the year 22,729,184

March 2012

Maximum Notional Revenue for the year ending

Term

Description

Value $

PMax *QZOIO

Maximum Prices between 1 April
2011 and 31 March 2012
multiplied by 31 March 2010 Base
Quantities

29,148,196

K201 2

Transmission Charges for year
ending 31 March 2012

5,667,775

Avoided Transmission Charges for
year ending 31 March 2012

573,666

Rates for year ending 31 March
2012

59,538

Electricity Authority Levies for year
ending 31 March 2012

58,383

Commerce Act Levies for year

ending 31 March 2012 + 1/5 of

Commerce Act Levies for year
ending 31 March 2010

59,650

N RMax

Notional Revenue for the year
ending 31 March 2012

22,729,184




Clause 8.5

Allowable Notional Revenue 2012

Term Description Value $
Maximum Prices
between 1 April 2010 Supported by P*Q
Po11*Qa010 and 31 March 2011 28,417,731 | schedules presented in
multiplied by 31 March Appendix B
2010 Base Quantities
Transmission Charges
for year ending 31 5,438,659
March 2011
Avoided Transmission
Charges for 2011 569,480
Rates for year ending
31 March 2011 51,327
K Electricity Commission
20t Levies for year ending 49,009
31 March 2011
Commerce Act Levies
for year ending 31
March 2011 + 1/5 of
Commerce Act Levies 81,039
for year ending 31
March 2010
Revenue Differential for
Rip11 . NRy;, year ending 31 March
2011 200,887
X X Factor 0
Average change in
(I+ ACPIy) Consumer Price Index 1.0178
Allowable Notional
Revenue under the
R2012 CPI-X Price Path for 22,828,605
the year ending 31
March 2012
Numerator Denominator
CPlpec2000 1093 CPlpec200s 1072
CPluar2010 1097 CPlyar2009 1075
CPlyunz010 1099 CPlyun2009 1081
CPlgep2010 1111 CPlsepz2009 1095
Total 4400 Total 4323
ACPlyg12 1.78%




Revenue Differential 2011

Term

Description

Value $

Rzo1

Allowable Notional Revenue
under the CPI-X Price Path
for the year ending 31
March 2011

22,170,487

NR1;

Notional Revenue for the
year ending 31 March 2011

21,969,600

Rarr-NRy

Allowable Notional Revenue
less Notional Revenue for
the year ending 31 March

2011

200,887
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$ 22,828,605
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Appendix C — Pass Through Costs (Clause 11.1(b)(ii))

Pass Through Costs for year ending March 2012

K 2011 Actual ($) | Forecast ($) | Variance ($) | Variance (%)
Transmission 5,667,775 5,671,301 (3.525) (0.1%)
Avoided Transmission 573,666 573,674 (8) (0.0%)
Rates 59,538 52,986 6,552 11.0%
Electricity Authority Levies 58,383 54,000 4,383 7.5%
Commerce Act Levies 59,650 83,885 (24,235) (40.6%)
Total Pass Through Costs 6,419,012 6,435,846 (16,834) (0.3%)

Rates were above forecast due to higher than expected increases from the local
councils. Commerce Act levies are down on budget due to a 40% decrease in the
charges from the June 2011 quarter onwards.
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Appendix D — Quality Standard Compliance Calculations (Clause

11.1(b)(iv))

Reliability Data (Before Normalisation)

v SAIDI (Interruption Duration) SAIFI (Interruption Frequency)
ear
Class B Class C Total Class B Class C Total
2005 76.41 98.00 174.41 0.45 1.27 1.73
2006 174.09 133.07 307.16 0.76 1.98 2.74
2007 293.42 176.82 470.24 1.31 2.21 3.53
2008 187.57 315.83 503.40 0.81 2.29 3.10
2009 163.62 106.70 270.32 0.72 2.09 2.81
Reference Period Total SAIDI 1,725.75 Reference Period Total SAIFI 13.91
Reference Period Average SAIDI 345.15 Reference Period Average SAIFI | 2.78
2011 114.59 132.49 247.08 0.48 1.77 2.26
2012 99.87 22091 320.78 0.46 1.90 2.37
Reliability Limit Calculations
SAIDI Boundary Calculations
The average of the natural logarithm (In) of
asaip! -0.6442 | each daily SAIDI Value in the non-zero data
set
The standard deviation of the natural
Bsaipi 1.4527 | logarithm (In) of each daily SAIDI Value in the
non-zero data set
B =l e ARACERiRAP) 19.8376 | SAIDI Boundary Value
SAIFI Boundary Calculations
The average of the natural logarithm (In) of
AspIFI -5.5381 | each daily SAIFI Value in the non-zero data
set
The standard deviation of the natural
Bsar 1.4201 | logarithm (In) of each daily SAIFI Value in the
non-zero data set
B o S AEEAE) 0.1370 | SAIFI Boundary Value

20




Event Days exceeding SAIDI Boundary Value within the Reference Dataset
Pre-Normalised Rics Normalised
Date Normalised Normalised SAIFI
SAIDI SAIDI
SAIFI
29.06.05 21.0942 0.0736 19.8376 0.0736
04.04.06 32.7176 0.1715 19.8376 0.1370
26.04.06 28.0307 0.2249 19.8376 0.1370
02.09.06 28.7310 0.1124 19.8376 0.1124
23.06.07 22.7035 0.0406 19.8376 0.0406
23.10.07 78.0372 0.2305 19.8376 0.1370
21.11.07 48.4461 0.1583 19.8376 0.1370
SAIDI Limit
The average annual SAIDI Value in the
HsAiDI 320.9701 Normalised Reference Dataset
The standard deviation of daily SAIDI Values in
OsADI 40.1053 | the Normalised Reference Dataset multiplied by
V365
SAIDIimit= Hsaini + GsAD! 361.0754 | SAIDI Limit Value

SAIFI Limit
HSAIFI 2.7349
O sAIFI 0.3848

SAIFlLimit= usarF * Osair

3.1197

The average annual SAIFI Value in the
Normalised Reference Dataset

The standard deviation of daily SAIF| Values in
the Normalised Reference Dataset multiplied by
V365

SAIFI| Limit Value
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Reliability Assessment Calculations

Event Days exceeding SAIDI Boundary Value within the 2012 Assessment Dataset

Pre- Pre- . :
Date Normalised | Normalised Nogn';?llal?ed Norsn';elzll:llsed
SAIDI SAIFI
12.05.11 23.5398 0.1526 19.8376 0.1370
17.05.11 56.0928 0.1152 19.8376 0.1152
25.10.11 24.3990 0.1815 19.8376 0.1370
Assessed SAIDI Value 2012
The sum of daily SAIDI Values in the 1 April 2011
SAIDlg15 276.2575 | - 31 March 2012 Normalised Assessment
Dataset
Assessed SAIFI Value 2012
The sum of daily SAIFI Values in the 1 April 2011
SAIlFlyg12 2.3090 | - 31 March 2012 Normalised Assessment
Dataset
Prior Period Assessed Values
Assessed SAIDI Value 2011
The sum of daily SAIDI Values
in the 1 April 2010 - 31 March
SAIDlz011 247.0837 | 514 Normalised Assessment
Dataset
Assessed SAIFI Value 2011
The sum of daily SAIF| Values in
SAIFl01; 2 2559 the 1 April 2010 -

31 March 2011 Normalised
Assessment Dataset
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Appendix E — Policies and Procedures for Recording SAIDI and
SAIFI (Clause 11.1(b)(V))

OJV contracts PowerNet to manage its network via an Outsourcing Agreement.

PowerNet has a number of ISO 9002 procedures that govern the operational processes
that surround the interruption, restoration and quality of supply to its customers. These
procedures document the process by which managing, recording and reporting of
outages is performed by PowerNet. This is carried out by following a series of flow
charts, documents, forms and instructions contained within the following procedures:

PNM 65 — Planned Outages
PNM 69 — Network Faults, Defects and Supply Complaints
PNM 71 — Use of Operating Orders

Key items within these procedures that relate to the recording and reporting of SAID! and
SAIFI statistics include:

Responsibilities for recording faults and outages at the system control operator
level through to reviewing and reporting of faults and outages daily by
management, weekly at operations meetings and monthly at board meetings.

Methods by which notification of planned and unplanned outages are identified
and captured from various sources such as customers, network equipment,
contractors, Transpower, the public or emergency services.

The use of Operating Orders for planned maintenance and unplanned fault
restoration and how the information from these orders flow through to the Outage
Reporting System in the form of duration of outages and number of customers
affected.

The recording of all faults and outages, however for the reporting of SAIDI and
SAIFI only the inclusion of outages of a duration exceeding one minute or
affecting more than three customers is recorded.

The method of calculating SAIDI and SAIFI for outages which are progressively
restored.

The preparation, retention and archiving of supporting records and data.
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