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i Summary of Compliance

For the assessment period 1 April 2012 - 31 March 2013, Eastland Network Limited
complied with the Price path and the quality standards.

Test : Result
Price path threshold Compliant
Quality threshoid Compliant

Officer for inquiries:

Mr Brent Stewart

General Manager - Energy
Ph (06) 869 0701

Fax (06) 867 8563

email brent.stewart@eastiand.co.nz

Eastland Network Limited
PO Box 1048
172 Carnarvon St

Gisborne




2 Introduction

This Threshold Compliance Statement is submitted by Eastland Network Ltd pursuant to
the Electricity Distribution Services Default Price-Quality Path Determination 2010 and its
subsequent amendments (together the Determination):

e Decision 704 - Commerce Act (Electricity Distribution Default Price-Quality Path)
Amendment Determination 2010

e Decision 722 - Commerce Act (Electricity Distribution Default Price-Quality Path)
Amendment Determination 2011

e Decision NZCC 4 - Electricity Distribution Services Default Price-Quality Path
Determination Amendment No.3

This statement provides threshold compliance information applicable to the Assessment
Date of 31 March 2013 with the Assessment Period being 1 April 2012 to 31 March 2013.




3 Price path

3.1 Introduction

As required under clause 11 of the Determination, this Statement provides evidence in
the form of allowable noticnal revenue, notional revenue, prices, quantities, units of
measurement associated with all numeric data, and other relevant data, information,
and calculations, that states Eastland Network’s position with respect to the price path
threshold as described in clause 8 of the Determination.

3.2 Compliance with the 2013 price path

ENL is considered to be compliant with the 2013 price path if at any time during the
Assessment Period its notional revenue (NRyp12) did not exceed the allowable notional

revenue (Ryp13);

Maos <
R3013
Where -
NR>o13 — Notional revenue from 1 April 2012 to 31 March 2013
Ryo13 — Allowable notional revenue from 1 April 2012 to 31 March 2013

The Eastland Network Ltd 2013 price path was 0.94 and is therefore compliant with
clause 8.4 of the Default Price-Quality Path Determination 2010.

20,865,480

22149841 - 004 <1

3.3 Restructuring of Prices

Eastland Network did not restructure any prices during the Assessment Period and
therefore clause 8.6 and 8.7 of the Determination does not apply.




4 Quality standards

4.1 Introduction

As required under clause 11 of the Determination, this Statement documents the
assessed values and reliability limits for the Assessment Period as well as the relevant
SAIDI and SAIFI statistics and calculations together with other relevant data and
information.

4.2 Compliance with quality standards
To comply with Quality standards, Eastland Network Ltd must not exceed its SAIDI or
SAIFI reliability limit for

a) the 2013 Assessment Period; or
b) the two immediately preceding extant Assessment Periods.

4,2.1 SAIDI

Eastland Network does not exceed its reliability limit if

SAIDIsssEss,2013
SAIDI it

<1

The SAIDI Reliability Limit for the 2012/13 Assessment Period is:

SAIDILIMIT = 302.38

In 2012/13 Assessment Period, Eastland Network’s SAIDI was 287.17 and therefore fell
within Quality Thresholds. As a result, Eastland Network complies with clause 9.1(a) of
the Determination.

287.17
302.38

SAIDI,p13 Reliability Assessment = =094 <1

The SAIDI Reliability Assessment for the two preceding periods were:

SAIDI,0;, Reliability Assessment = 232;2 =130 >1
SAIDI,gq; Reliability Assessment = 33400 1.10 > 1

302.38




4.2.2 SAIFI1

The SAIFI quality threshold performance is as follows:

SAIFlyssEss,2013
SAIFI ppr

<1

The SAIFI Reliability Limit for the 2012/13 Assessment Period is:

SAIFI/_IMIT = 4,26

In 2012/13 Assessment Period, Eastland Network’s SAIFI was 3.82 and therefore fell
within Quality Thresholds. As a result Eastland Network complies with clause 9.1(a) of
the Determination.

SAIFI,o,5 Reliability Assessment = % =089 <1

The SAIFI Reliability Assessment for the two preceding periods were:

SAIFI,0;, Reliability Assessment = i—:z =0.80 <1

SAIFI,01; Reliability Assessment = i'—:z— =082 <1

4.3 Policies and procedures for recording SAIDI and SAIFI

As required under clause 11.1(b)(v) of the Determination, the following explanation is
provided on the policies and procedures used by Eastland Network for recording the
SAIDI and SAIFI statistics for the assessment period.

4.3.1 Procedures

Connection Connectivity:

¢ Individual network connections are linked to a specific distribution transformer via
GIS and ICP Billing system data outputs.

e Connection information and network connectivity is updated in GIS and ICP Billing
systems from Network Alteration Application forms and/or as built Network
Alteration data returns.

e GIS connection counts per network segment are updated and reviewed against
ICP Billing system data six monthly.

e The process of Outage Notification to energy retailers provides an audit of
connection and connectivity data accuracy.

e Responsibility: Project Engineers and Information Manager.




Interruption Data Capture:

A Supply Interruption Data Input Form is completed for all notifiable outages.
Data is captured in accordance with the definitions and requirements of the
Electricity Disclosure Requirements 2004 and Reliability Performance
Measurement Manual 1994.

Responsibility: System Operator

Interruption Data Analysis and Reporting:

4.3.2

Interruption data entered into Outage Database and used for internal and
external reporting.

Responsibility: GM Electricity Operations

Policies

Collection and analysis of interruption data is to be completed in accordance with
Electricity Disclosure Requirements 2004 and Reliability Performance
Measurement Manual 1994.

Monthly comparison of actual interruption performance with Asset Management
Plan and Statement of Corporate Intent targets reported to and reviewed by the
Board of Directors.

Annual audits are undertaken on Connectivity, Interruption data capture and
reporting processes to determine the accuracy and compliance of deliverables.




Deloitte

INDEPENDENT AUDITOR’S REPORT

TO THE READERS OF THE ANNUAL COMPLIANCE STATEMENT OF EASTLAND NETWORK LIMITED
FOR THE ASSESSMENT PERIOD ENDED ON 31 MARCH 2013

The Auditor-General is the auditor of Eastland Network Limited (the company). The Auditor-General
has appointed me, Graham Naylor, using the staff and resources of Deloitte, to provide an opinion,
on her behalf, on the company’s Annual Compliance Statement for the assessment period ended on
31 March 2013 on pages 3 to 8 and 13 to 22 regarding compliance with the 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 the company for the assessment period ended on 31 March 2013 and dated 29 May
2013 for the purposes of clause 11 of the Electricity Distribution Default Price-Quality Path
Determination 2010 (the Determination).

Directors’ Responsibilities

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, 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 International Standards on Auditing, International
Standards on Auditing (New Zealand) and the New Zealand Institute of Chartered Accountants
Standard on Assurance Engagements 3100: Compliance Engagements. Those standards require 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.



Deloitte

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 3 to 5 and
13 to 20 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 2013, 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 to 4, 6 to 8 and 21 to 22 of the Annual Compliance Statement.

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 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 Eastland Network
Limited 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 Eastland Network Limited 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 company’s compliance with the Determination are undertaken on a test
basis, our engagement cannot be relied on to detect all instances where the company 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 company other than in our capacities as auditors of
the Annual Financial Statements and auditors pursuant to the Electricity Distribution (Information
Disclosure Requirements) 2008 on behalf of the Auditor-General.
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Opinion

In our opinion, the Annual Compliance Statement of Eastland Network Limited for the Assessment
Period ended on 31 March 2013, has been prepared, in all material respects, in accordance with the
Determination.

Our audit was completed on 29 May 2013 and our opinion is expressed as at that date.

ms——— Y

Graham Naylor

Deloitte

On behalf of the Auditor-General
Hamilton, New Zealand

This audit report relates to the electronic publication of the annual compliance statement prepared under the Electricity Distribution Default Price-Quality Path
Determination 2010 (the “annual compliance statement”) of Eastland Network Limited (the company) for the assessment period ended on 31 March 2013.
We have not been engaged to report on the integrity of any website on which the annual compliance statement has been published. We accept no
responsibility for any changes that may have occurred to the annual compliance statement since it was initially approved and published. This audit report
refers only to the annual compliance statement named above. If readers of this audit report are concerned with the inherent risks arising from electronic data
communication they should refer to the original published hard copy of the annual compliance statement and related audit report dated 29 May 2013 to
confirm the information included in the annual compliance statement published on this website. Legislation in New Zealand governing the preparation and
dissemination of financial information may differ from legislation in other jurisdictions.



6 Directors’ certificate

DIRECTORS’ CERTIFICATE ON ANNUAL COMPLIANCE STATEMENT

We, Nelson Cull and Roger Taylor, being directors of Eastland Network Limited certify
that, having made all reasonable enquiry, to the best of our knowledge and belief, the
attached Annual Compliance Statement of Eastland Network Limited, and the related
information, prepared for the purposes of the Electricity Distribution Default Price-Quality
Path Determination 2010 are true and accurate.

Nels‘(‘)’n»\C‘u_II,/-'/ I%/{_;er Taylor

Note: Section 103(2) of the Commerce Act 1986 provides that no person shall attempt
to deceive or knowingly mislead the Commission in relation to any matter before
it. It is an offence to contravene section 103(2) and any person who does so is
liable on summary conviction to a fine not exceeding $10,000 in the case of an
individual or $30,000 in the case of a body corporate.

12



7 Price Path Threshold Supporting Calculations

7.1 Notional Revenue for the Assessment Period

Notional revenue (NRyg13) for the period from 1 April 2012 to 31 March 2013 is

calculated in accordance with the following formula:

NR2013 = 2P;i2013Qi2011-K2013

Definitions:

Pi2013 = The Eastland Network prices that applied during the Assessment Period 1

April 2012 to 31 March 2013.

Qi2011 = The Eastland Network quantities that applied for the pricing period 1 April

2010 to 31 March 2011.

Kooz = the sum of all pass-through costs for the period of 1 April 2012 to 31

March 2013.

The calculation can be shown as follows:

Line Charge Revenue

$31,656,003

2Pi,2013Qi,2011 [roTAL

$31,656,003

Transpower Charges $7,884,769

Avoided Transmission $2,628,777

K2013 Territorial Rates $173,993
Commerce Act and EA Levies $102,984

TOTAL $10,790,523

Notional Revenue (NRp13) $20,865,480

13




7.2 Allowable Notional Revenue for the Assessment Period

The allowable notional revenue (Ryq13) for the period from 1 April 2012 to 31 March 2013
is calculated in accordance with the following formula:

Ra013 = ((2Pi2012Qi2011 - K2012)+(R2012 = NR2012)) X ((1+ACPI3g;3) X (1-X))

Definitions:
Pi2012 = The Eastland Network prices that applied on 31 March 2012.

Qi2011 = The Eastland Network quantities that applied for the pricing period 1 April
2010 to 31 March 2011.

Koo12 = The sum of all pass-through costs for the period of 1 April 2011 to 31
March 2012 and as shown in the statement for that Period.

R,o12 = The Allowable Notional Revenue for the period of 1 April 2011 to 31 March
2012 and as shown in the statement for that Period.

NR,o12 = The Notional Revenue for the period of 1 April 2011 to 31 March 2012 and
as shown in the statement for that Period.

CPlpec, 2010 + CPlIyar, 2011 + CPlLyp, 2011 + CPlsep, 2011
ACP12013 = "1
CPlpec, 2009 + CPlIumar, 2010 + CPlLyn, 2010 + CPlsep, 2010
(1137 + 1146 + 1157 + 1162 )

(1093 + 1097+ 1099 + 1111 )

= 0.0459

X= 0%

14




The calculation can be shown as follows:

SP Line Charge Revenue $30,295,835
,2012Qi,2011 | yoTAL $30,295,835
Transpower Charges $6,749,691
Avoided Transmission $2,814,650
Kso12 Territorial Rates $147,286
EA Levies $93,578
TOTAL $9,805,205
Allowable Notional Revenue (Ryp12 $21,084,516
R5012-NR>g12 Notional Revenue (NRyp;2) $20,397,549
TOTAL $686,967
((ZPi2012Qi,2011 = K2012+(R2012-NR2012)) $21,177,597
((1+ACP12013) X (1'X)) 1.0459
Allowable Notional Revenue (Ryg13) $22,149,841

7.2.1 Pass through cost variation between forecast and actual

As required by clause 11.1(b)(ii) of the Determination, the following discusses the
differences between the forecasted pass through costs that were used when Eastland

Network set prices and the actual amounts during the Assessment Period.

The forecasted and actual pass through costs was as follows:

Pass through cost Forecast Actual Difference

Transpower Charges $7,902,270 $7,884,769 ($17,501)
Avoided Transmission $2,799,791 $2,628,777 ($171,014)
Territorial Rates $155,000 $173,993 $18,993
Commerce Act and EA Levies $108,000 $102,984 ($5,016)
Total $10,965,061 $10,790,523 ($174,538)

Variances are explained as follows:

o Transpower Charges - Forecast figures used the amounts notified by
Transpower in their Transmission charge notice, consequently actual figures are
very close to those budgeted.

e Avoided Transmission - Since the original forecast was prepared in 2011 ENL
have reviewed their methodology to provide alignment with the 2012 Regulations
and applied it retrospectively. This has resulted in slightly lower actual costs than

originally forecast.

15
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8 Quality Threshold - Supporting Statistics
8.1 Compliance with Quality Standards

The Assessment Period Quality Thresholds have been calculated in accordance with

The Commerce Act (Electricity Thresholds Notice) 2004 and Schedule 3 of the Electricity
Distribution Services Default Price-Quality Path Determination 2010.

8.1.1 SAIDI
The 2011 and 2012 SAIDI Reliability Limits were determined as follows:

SAIDLjir = Usaipr T 5SAIDI
where:
Hsaipr = 250.29
5SAIDI = 52.09
SAID'UM[T = 302.38
8.1.2 SAIFI

The 2011 and 2012 SAIFI Reliability Limits were determined as follows:

SAIFLrr = Usarrr T Osarrr
where:
Usarrr = 3.50
55A1F1 = 0.76
SAIFIL[MIT = 4.26

8.2 Reliability Limit Factors
These factors were determined in accordance with Schedule 3 of the Determination and
were used to calculate the 2013 Reliability Limits.
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8.2.1 Boundary Values

The SAIDI boundary value was determined as follows:

Boapr = e @saiprt Bsaipn)
where:
Asaipr = -0.86
Bsaipi = 1.60
Bsarpr = 22.86

The SAIFI boundary value was determined as follows:

Bourr =  e(@satFrt Bsairn)
where:
aSAIFI - -5. 3 1
Bsairr = 1.66
Bsarrr = 0.32

8.2.2 Reliability Limits

The SAIDI Reliability Limit was determined as follows:

SAIDIr = Usaipr + Osarpr
where:
Msaipr = 250.29
Osapr = 52.09
SAIDILIMIT = 302.38

The SAIFI Reliability Limit was determined as follows:

SAIFL = Usarrr + Osarrr
where:
HUsarrr = 3.50
55A1F1 = 0.76
SAIFI ;= 4.26
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