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

Assessment Against the Price Path Threshold
for the Assessment Date 31 March 2009

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 right-hand
side of the following expression):

Test: NR>009 1
R2009

Result: $28,303,636 / $30,146,597 <1

Result: 0.9389 <1

Result: Threshold is not breached

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: NRwviax 1
Max(Reo0s Rooog)

Result: $28,331,001 / $30,146,597 <1

Result: 0.9398 <1

Threshold is not
Result: breached
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Commerce Act (Electricity Distribution Threshold s) Notice 2004 and
Amendm ent Notice 2006

Assessment Against the Quality Threshold
for the Assessment Date 31 March 2009

Clause 6 (1) (a) Interruption Duration (Class B&C)

SAIDI, g+ SAIDl g, + SAIDL, g0, + SAID,g0,+ SAIDl,,

Test SAIDI £ -
Result: 254.34 > 169.18

SAIDI breaches the threshold 85.16
Result: by minutes

Clause 6 (1) (b) Interruption Frequency (Class B&C )

SAIFl 4o+ SAIFL 00+ SAIFL, + SAIFL ., + SAIFL 0,

SAIFL 00 £ 5
Test:
Result: 3.24 < 3.35
SAIFI does not breach the
Result: threshold

&5 9&) 1 & 1)& N&7
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The basis for producing the information relies on ICP quantities and outage
durations. Instructions for Control Room Operators to carry out the tasks necessary
to ultimately produce the information required, are contained in the Operations

Manual.

Databases provide the ICP information for each distribution substation. This enables
the number of ICPs in each distribution line segment (and indeed each distribution
feeder, zone substation, grid exit point etc) to be determined. Folders containing
hard copy schematics of each distribution feeder with this ICP quantity information,
are kept in the Control Room.

The Control Room is fully operational 24 hours each day and the Operator, with
assistance from the SCADA system, logs the outage duration(s) for each line

segment for each interruption.

The duration and ICP information for each interruption is manually entered into a
“Faults” computer program by the operator, along with other relevant information
(e.g. time and cause of interruption). This “Faults” program then provides daily,

weekly, monthly and annual reports containing details and summaries of all outages.

In addition to daily checks on interruption data accuracy, before the disclosure
information is finalised for each year, a number of checks are carried out on the
interruption information in a serious effort to identify any further human error

associated with data collection and data entry.
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RICEWATERHOUSE( QOPERS

PricewaterhouseCoopers
PricewaterhouseCoopers Tov
188 Quay Street

L.evel 22 Reception

Level 8 Mait Centre

Private Bag 92162

Auckland

New Zealand
AUDITORS’ REPORT ON THRESHOLD COMPLIANCE STATEMENT Telephone G4 9 355 8000
To the readers of the Threshold Compliance Statement of Northpower Limited Facsimie +64 9 355 8001

for the assessment period ended on 31 March 2009

We have examined the attached statement, which is a Threshold Compliance Statement in respect
of the price path threshoid and the quality threshold prepared by Northpower Limited for
assessment as at 31 March 2009 and dated 20 May 2008 for the purposes of information
reqguirements set out in clause 7 of the Commerce Act (Electricity Lines Thresholds) Notice 2004
{"the Nctice"). In this report the attached statement is called “the thresheld compliance statement”.

Directors’ Responsihilities

Directors of Northpower Limited are responsible for the certification, confirming the compliance or
otherwise, of the Threshold Compliance Statement in accordance with the Notice,

Auditors’ Responsibiiities

Itis our rasponsibility to express an independent opinion (in the form prescribed in the Notice} on
the Threshold Compliance Statement and report our opinion 1o you.

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

Basis of Opinion — Price Path Threshold and Guality Threshold: SAIDI and SAIFT Statistics
for the Assessment Period ended 31 March 2008; and Quality Threshold: Customier
Communication

Our audit included examination, on a test basis, of evidence relevant to the amounts and
disclosures contained on pages 2 to 8 and Appendices A to 1 of the Threshold Compliance
Statement and which relate to:

o the price path threshold set ouf in clause 5 of the Notice,

o the SAID! and SAIF] statistics for the assessment period ended on 31 March 2008 which
are relevant to those parts of the quality threshold that are set out in clauses 8(1)(a) and
6{1)(b) of the Notice; and

It also included an assessmaent of the significant estimates and judgements, if any, made by
Northpower Limited in the preparation of the Threshold Compliance Statement and an assessment
of whether the basis of preparation has been adequately disclosed.

We planned and performed our audit of the Threshold Compliance Statement so as te obtain all the
information and explanation which we considered necessary, including for the purpose of obiaining
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 quatity 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 threshoid
compliance statement.

10
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Basis of Opinion ~Quality Threshold: SAID! and SAIF| Statistics for the Years Ended 31
March 1999, 2000, 2601, 2002 and 2003,

in refation to the SAID] and SAIF| stalistics for the years ended 31 March 1989, 2000, 2001, 2002
and 2003 which are relevant te 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;

e The amounts and disclosures in the Threshold Compliance Statement relating to those
statistics have been correctly taken from the information disclosed by Northpower Limited
in accordance with the Electricity (Information Disclosure) Regulations 1899, and

s Those statistics have been calculated based on the source data provided o us. We have
not performed audit procedures on the source data,

Relationship and Interesis

We have nho relationship with or interests in Northpower Limited other than in our capacities as
auditors of the threshold compliance statements and in the provision of other professionat advisory
services. We are not aware of any relationships between our firm and Northpower Limited that, in
our professional judgment, may reasonably be thought to impair our independence.

Opinions

Ungualified Opinion

We have obtained all the informatioch and explanations we have required.
Frice Path Threshold

in our opinion, having made all reasonable enguiry, 1o the best of owr knowledge the amounis oy
details set ot in the Threshold Compliance Statement relating to the price path threshold sat out in
clause 5 of the Notice and refated information have been prepared in accordance with the Notice,
and give a true and fair view of the performance of Northpower Limited against that threshold for
the assessment period ended on 31 March 2009,

Quality Threshold: SAIDFand SAIFI stafistics
in our epinion, having made all reasonable enguiry, {o the best of our knowledge:

a) The SAIDI and SAIF! statistics for the assessment period ended on 31 March 2009 which
are relevant fo those parts of the guality threshoid that are set out in clauses 6{1){a) and
6{1){k) of the Notice and related information have been calculated or prepared in
accordance with Northpower Limited's policies and procedures for recording SAIDI and
SAIF| statistics as disclosed in the threshold compliance statemant, and fairly represent the
performance of Northpower Limited for the assessment period endad on 31 March 2009,

k) The SAIDI and SAIF| statistics for the years ended 31 March 1989, 200¢, 2001, 2002 and
2003, which are relevant to those parts of the quality threshold that are set out in clauses
6(1)(a) and 8(1}{b) of the Notice, have been correctly taken from the information disclosed
by Northpower Limited in accordance with the Electricity (information Disclosurg)
Regulations 1999. Those statistics have been properly calculated based on the unaudited
source data provided te us by Northpower Limited.

11
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Qualified Opinion

Our opinion is qualified as follows:

Quality Threshold: SAIDI and SAIF| statistics

The scope of our audit was subject to the following limitations:

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

e Control over the compieteness and accuracy of ICP data included in the SAID! and SAIFi
calculations is limited throughout the period; and

e As described in Section 2 of the threshold compliance siatement, on 26th July 2008 a
severe storm caused extensive outages throughout the network. Accurate switching
records and restoration data are not avaitable for the duration of the storm. The company
has estimated the storm caused 75.28 SAIDI minutes and 0.33 SAIFI minutes. However,
insufficient records exist to verify these estimates.

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

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

Because of the potential effect of the mitations in the evidence available to us, we are unable o
form an opinion as to whether the amounds or details set out in the quality threshold: SAIDE and
SAIFt statistics for the assessment period ended on 31 March 2009, together with the SAIDI and
SAIIF statistics for the years ended 31 March 1998, 2000, 2001, 2002 and 2003, give a true and
fair view of the performance of Northpower Limited against those parts of the guality threshold that
are set outin clauses 8{1) (&) and G(1){b) of the Notice for the assessment pariod ended on 31
March 2009,

Qur audit was completed on 20 May 2009 and our qualified and unqualified opinions are expressed
as at that date.

PricewaterhouseCoopers
Auckland
20 May 2009
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Commerce Act (Electricity Distribution Thresholds) Notice 2004
and Amendment Notice 2006

Price Path Inputs and Calculations
for the Assessment Date 31 March 2009

Clause 5 (1) (a)

NR2009
Notional Revenue for the year ending 31 March 2009
Term Description ($)
Prices at 31 March 2009 multiplied
P 2000 by 31 March 2003 Base Quantities CEISEATE
Transmission Charges for year
ending 31 March 2009 A
Rates for year ending 31 March
K009 2009 39,560
Electricity Commission Levies for 92315
year ending 31 March 2009 '
_ Notional Revenue for the year
NReoos = Pi2004Qi - Kao0e ending 31 March 2009 28,303,636
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
March 2003 Base Quantities

SPiox Qo 33,899,627

Budget Transmission Charges for year

CT2003 ending 31 March 2004 9,135,429

Budget Rates for year ending 31 March 2004
CR2003 ¢ Y 9 26,000

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

Initial Notice
R2004 24,738,198

Note: All notation in the table above except Ry004 cOmes from the Initial Notice.
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Testfor 5 (1) (@) - (NR 2000 / Roggg 1)

Allowable Notional Revenue under CPI -X price path

Term Description ($)
X X Factor -1%
Maximum Revenue at 31 March
R2004 2004 that would not have caused 24,738,198
a breach under the Initial Notice
1+ /CPI Average change in Consumer 1.0229
( 2005) Price Index over 2004 ’
(2-X) 1-X Factor 1.01
Allowable Notional Revenue
R>o0s under the CPI-X Price Path for the 25,557,812
year ended 31 March 2005
1+ /CPI Average change in Consumer 1.0304
( 2006) Price Index over 2005 :
(2-X) 1-X Factor 1.01
Allowable Notional Revenue
R>006 under the CPI-X Price Path for the 26,597,348
year ended 31 March 2006
1+ /CPI Average change in Consumer 1.0337
( 2007) Price Index over 2006 ’
(2-X) 1-X Factor 1.01
Allowable Notional Revenue
Ro007 under the CPI-X Price Path for the 27,767,381
year ended 31 March 2007
1+ /CPI Average change in Consumer 1.0238
( 2008) Price Index over 2007 ’
(2-X) 1-X Factor 1.01
Allowable Notional Revenue
R>o0s under the CPI-X Price Path for the 28,711,446
year ended 31 March 2008
1+ /CPI Average change in Consumer 1.0396
( 2009) Price Index over 2008 :
(2-X) 1-X Factor 1.01
Allowable Notional Revenue
R>009 under the CPI-X Price Path for the 30,146,597
year ended 31 March 2009
Expression must be less than or
NRxo09/ Rooog equal to 1 to avoid breaching 0.9389
5(1)(a)
Ro009- NRogog Value of Compliance or (Breach) 1,842,961

For presentation purposes, the CPI Index has been presented to four decimal places,
however, for the calculation of Rago9, the full index (with no rounding) has been applied.
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3753

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)

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

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

NRMax

Maximum Price Between 1 April 2008 and

Puax Q 31 March 2009 multiplied by 31 March 42,793,839
2003 Base Quantities
Transmission Charges for year ending 31
March 2009 14,330,963
Rates Charges for year ending 31 March
K2009 g 23609 9 39,560
Electricity Commission Levies for year 92315
ending 31 March 2009 ’
NRyax Maximum Notional Revenue for 1 April 28,331,001

2008 to 31 March 2009

Test for 5 (1) (b) - (NR max / Max(R2008:R2009)) 1

Maximum Notional Revenue for 1 April

NRyax 2008 to 31 March 2009 28,331,001
Rooos Allowable Notlonalz(l)?ggenue at 31 March 28.711,446
Roooo Allowable Notlonalzgggenue at 31 March 30,146,597

Maximum of the Allowable Notional

Revenue at 31 March 2008 and the
Max(Reoos Reood) Allowable Notional Revenue at 31 March 30,146,597

2009
If expression is greater than 1, Clause 5
NRvax / Max(Roos Reood P @ (b&')i is breached 0.9398

Max(Reoos Reoo9) - NRuax Value of Compliance or (Breach) 1,815,596
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Commerce Act (Electricity Distribution ~ Thresholds) Notice 2004
and Amendme nt Notice 2006

Quality Inputs and Calculations for the
Ass essment Date 31 March 2009

58.22 158.48 0.46 4.28

31.73 77.24 108.97 0.23 1.85 2.08
29.50 129.63 159.13 0.22 3.05 3.27
53.53 135.09 188.62 0.37 2.49 2.86
31.96 140.53 172.49 0.21 3.57 3.78
Five Year Average SAIDI 169.18 Five Year Average SAIFI 3.35
27.60 226.74 254.34 0.19 3.05 3.24
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| Appendix D-1 — P & Q Schedules for the Assessmentf@ 31 March 2009

(@) Prices at 31 March 2009 — NS 1 to NS 4
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(b) Prices at 31 March 2009 — NS 5to NS 7
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