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1.1.1 Title

PART 1 GENERAL PROVISIONS

This determination is the ElectriciBistribution Services Inpiethodologies
Determination 202.

1.1.2 Application
(1) Theinput methodologiesin this determination apply telectricity distribution

services

(2) Theinput methodologiesrelating to cost allocation iRart 2 Subpart IPart 5
Subpart 3 Section @xdPart 5 Subpart 4 Sectionadso apply to angther regulated
servicesuppliedby anEDB as providedoy the provision in question.

(3) Theinput methodologiesin-

(@)
(b)
()
(d)

Part 20f this determinationapply in relation to information disclosure
regulationunderPart 4Subpart 4of the Act;

Part 3of this determinationapply todefault/customisedorice-quality
regulaion underPart 4Subpart 6of the Act;

Part 4of this determinationapply in relation to default pricguality
pathsunder sections 530 and 53Pdirt 4Subpart €of the Act; and
Part 50f this determinationapply in relation to customised priaguality

pathsunder sections 53Q to 53ZAB&rt 4Subpart 4of the Act;

(4) iclause 11 5(1) applies—the next closestalternativeapprdanbndments to the

input methodologiesin-

(a)

Part 2, Sbhpart 1, including angmended definitions in clause 1.1.4(2),

(b)

apply from the commencement afisclosure yeaf019;

Part 2 Subpars 2 to 4, includingany amendeddefinitionsin clause

(9)

1.1.4(2) applyfrom the firstdisclosure yeaof eachDPPor CPP
determinedafter the commencement date described in clause 1..1.3
Part 3 includinganyamendeddefinitionsin clause 1.1.4(2ppply Dr-

(d)

() aDPPinforcefrom 1 April 2020; and
(i) aCPPapplicationmade afterthe commencement date described in

clause 1.1.3
Part 4 including anyamended definitions in clause 1.1.4(2), applydor

DPPin force from 1 April 2020:;
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(5)

(e) Part5h, including angmended definitions in clause 1.1.4(2), apiolya
CPPRapplication, exceptfor aquality standard variation CPP application
made afterthe commencement date described in clause 1. a3

() ___removingquality standardvariation CPRapplicationsfrom clauses
3.3.2(4)(b), 3.3.3(2), 3.3.3(4), 3.3.3(3)3.3.4(3), 3.3.4(58.3.46),
3.3.11(2)(c¢)3.3.11(2(d), 3.3.13R), 3.3.133),4.5.5, 4.5.61)(c),
4.5.6(1)(d),4.5.7(2)(b)5.1.31), 5.4.42) and 5.5.21), including any
amended definitions in clause 1.1.4(2), apipbm 1 April2020

For the avoidance of doubf,the Commissiordetermines that any forecast values

(6)

are requiredto be calculated consistent witRart 3 or Part 4or the determination of

aDPPthat is to cane into effectafter the commencementdate of this amendments

determination the amendments to thenput methodologiesrelating to the forecast
values inPart 3 and Pa¥d andanyamendeddefinitionsin clause 1.1.4(2yill apply at
the time when theCommissiorrequiresthe forecastinformation.

For the avoidance of doubt, if tHeommissiordetermines that any forecast values

1.1.3

1.1.4
(1)

are required to be calculated consistent witie input methodologiesrelating to
cost allocation irPart 2, Subpart 1 for the determination oD#Pthat is to come into
effect after the commencement date of this amendments determination, the
amendments to thenput methodologiesin respect of cost allocatiomnd any
amended definitions in clause 1.123(will apply at the time when th€Eommission
requires the forecast information.

Commencement

This determination comes into force on the day after the date on which notice of it is
given in the New Zealand Gazette und&2W of theAct.

Interpretation
In this determination
(&) unless otherwise stated, referencesto

(i) 'Sections' are to sections within the sasgbpart and
(i) 'Subparts’ are to Subparts within the samert,

in which the reference is made;

(b) unless stated otherwise, references to Pasibpartsand Sectionsire to
named and numberegarts, subparts and sectioms the determination;

(c) unless the context otherwise requires, a word which denotes the singular
also denotes the plural and vice versad
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(d) unless stated otherwise, any reference to aloabhnce, amountcost,
sum orvalue is a reference to an allowance, amouwast,value or sum
calculated in relation t@n EDBIn respect of alisclosure year

(2) Inthis determinationincluding in the schedulethe wordsor phrasesn boldtype

bear the followingneanings:

67th percentile estimate of WACC

75th percentile estimate of WACC

2009 disclosed asset

2009 disclosure reports

244925@555188921099

meansan; estimate, maden-accordance
with-for the purpose of

(@) Part 2and-Part 3in accordance
with clause 2.425(5)(b), of the

67th percentile for the postax
mid-point estimate of WACC
{ayb) Part 3, in accordance with clause
4.4.5(34), of the 67" percentile
for the posttax mid-point
estimate of WACCand
)c) Part 4and Part 5in accordance
with clause4.45%(342), of the
67th percentile for themid-
point estimate of WAC(and
DEHRAT O MAC T
meansan; estimate, maden-accordance
with-for the purpose of Part 2n
accordance witltlause 2.46%(3)(b)(i), of
the 75th percentile for the postax mid-
point estimate of WACC

meansan asset included bthe EDBIn
guestionin the Total RegulatoryAsset
BaseValue (Excluding FDQjategoryfor
the disclosure yeain the 2009
disclosure reports

meansthe reports disclosed bthe EDB
in questionin accordance with the
Electricity Distribution (Information
Disclosure) Requirements 2068 the
disclosure yea”009;



201315 NPV wasthup allowance

ABAA

ACAM

Act

actual allowable revenue

actual net allowable revenue

244925@555188921099

means the amount specified in thaPP
determination for the regulatory period
commencing 1 April 2015 for Alpine
Energy Limited, Centralines Limited, and
Top Energy Limited reflecting the impact
of the capped alternative rate of change
for those suppliers in th&lectricity
Distribution Services Default Price
Qualty Path Determination 2012012]
NZCC 35

meansaccountingbased allocation
approach, as described,im the case of

(a) operating costs clause?2.1.3(1)
and

(b) regulated service asset values
clause2.1.3(2)

meansavoidable cost allocation
methodology as described in clause
2.154;

means the Commerce Act 1986;

has the meaning

(a) for the firstdisclosure yeaof a
requlatory period as specified in
clause 3.1.3(13)(efxind

(b) for each subsequerdisclosure year
of therequlatory period as specified
in clause 3.1.3(13)fAeansthe-sym
ofactual-net allowable revenug@ius
aclualpassthroughcosisplusactual
recoverablecosts

has themeanng specified in clause
3.1.3(13)(for 3.1.3(13)(g)as applicable
theactyal value of allowable revenue
foradisclosure-yearcalculatedin
accordance with-the- method specified
forforecast netallowable revenu




actual revenue

adjusted tax value

actual controllableopex

actual opex

additional assets

additional CPP assets

adjusted depreciation

adjustment to theopex incentive

aggregate closing RAB value for
additional assets

aggregate closing RAB value for
existing assets

244925@555188921099

clause 3114 andforthispurpose

icol it applios inclause

has the meaning specified alause

3.1.3(13)(d);

has the same meaning as in tta
depreciation rules

means the amount obperating
expendituremade bythe EDBIn the
categories to whiclallowed
controllable opexrelates;

has the meaning specified in clause
3.3.3(9);

means assets of da@DBwhich are not
existingassetsand are forecastto be
commissioned

means assets of aaDB which for the

purpose of &CPP proposalare forecast

to be commissionedwithin the
assessment periodr the CPP
requlatory period

meanstotal depreciationfor all assets
calculated as if no amount of
revaluationhad been included in the
calculation of anyppening RAB value
following the determination of the
initial RAB

means the amount calculated in
accordance with clause 3.3.4;

means the amount determined in
accordance with claus&.2.1(5)

means the amount determined in
accordance with claus&2.1(3)

10



aggregate opening RAB valdier means the amount determined in

additional assets accordance with claus&.2.1(4)
aggregate opening RAB value for means the amount determined in
existing assets accordance with claus&.2.1(2)
allocation methodology type meansone ofACAM ABAAor OVABAA
allocator metric means the value in units (e,qaumber

of employees okilometresof cable) for
eachcost allocatoror asset allocator
used to calculate the proportion of
operating costr regulated service
asset valuego be allocated to each of

(@) electricity distribution services

(b)  where applicable, eacbther
regulated serviceand

(c)  where applicablegach
unregulated service

allocatortype meansthe basis for the attribution or
allocation of aroperating costor
regulated serviceasset valugo
electricity distribution servicesand
other regulated servicesviz.'directly
attributable’, ‘causal or ‘proxy’;

allowable revenuebefore tax meansallowable revenudefore tax as
determinedby the Commission

allowed controllable opex meansthe allowance\yhich is
reasonable in light of thexpenditure
objective) specified in PP
determination for operating
expenditurein categories specified as
controllable

alternative depreciation method means aepreciationmethod which is
not the standard depreciation method

amalgamate means amalgamate in accordance with
Part 13 of the Companies Act 1993 and
amalgamationis to be construed
accordingly;
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amortisation of initial differences in

asset values

amortisation of revaluations

amount carried forward

arm's-length deduction

arm's-length transaction

244925@555188921099

means the amountletermined in
accordance with, for the purpose-of

(a) Part2, claus@.3.5
(b) Part 4, clausd.3.3(3) and
(c) Part5,clause5.3.17,

meansthe amount determined in
accordance withfor the purpose of

(a) Part2clause2.3.6
(b) Part 4, clausd.3.3(5) and
(c) Part5,clauses.3.18

means, for any givedisclosure yeay
the amount determined iraccordance
with clause 3.3;

means in respect ef

(@)  operating costaot directly
attributable, anamount of
operating costdncurred by an
EDBIn the supplyof
unregulated serviceshat have
been recouped in aarm's-
length transactiory and

(b)  regulated service asset values
not directly attributable, the
amount ofregulated service

asset valuesn respect of assets

used by arEDBIn the supplyof

unregulated service$or which a

recoupment of capital costshas
beenmade by theEDBIn an
arm's-length transaction

in respect of which th&DBwishes

account to be taken for cost allocation

purposes

meansa dealing otransaction thatdoes
not -

(@) includetermsthat parties in

their respective positions would

usually omit; and

12



assessmenperiod

assetadjustment process

assetallocator

(b)  omittermsthat parties in their
respective positions would
usually include,

if the parties were

(c) connected or related only by the
dealing or transaction in
guestion;

(d) acting independenly; and

(e) each acting in its own best
interests;

means theperiod between the end of
the most recentdisclosure yeaprior to
submission of th&€€PP applicatiom
guestionand theEDB'saanticipated
commencement date of th€PRP
assuminghat-

(@) the CPP applicatiofis neither
discontinued in accordance with
s 53S of thé\ctnor deferred in
accordance with s 53Z of the
Act, and

(b)  reasonable time iallotted for
the Commissiorto undertake its
assessment of th€PP
applicationin accordance with
ss 53S, 53T ariBUof the Act;

has the meaning specified in clause
2.2.1,

means a proportion of a quantifiable
measure used to allocategulated
serviceassetvaluesthat arenot directly
attributable and whose quantum is

@) based on aausal relationship
or
(b) equal to aproxy asset allocatar

| assetcategory — means one of the following asset types:

‘ 244925@555188921099
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assetexpendityrecategory

244925@555188921099

hed I . ified
- Schedule b

means any asset type describedTliable

A.2: Assetlives for CPPommissioned

assetsExpenditure Forecasttaformation
of Schedule A;
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| . .
Schedule-A

assetlife meansa finite period in respect of an
asset being

(@) its physical asset lifeor

(b)  where an alternativeasset life to
the physical asset lifés sought
for the purpose of £PP
pursuant to claus®.4.12(2)(b)
the alternative asset life
determined pursuant to clause
5.3.8

asset life for CPP commissioned assets means the lives specified Trable A.2
Asset lives for CPP commissioned assets
of Schedule A:

auditor means

(@) where theEDBis a public entity
(as defined in 4 of the Public
Audit Act 2001), the Auditer
General; or

(b) apersonwho-

® is qualified for
appointment as auditor
of a company under the
Companies Act 1993;
(i)  isindependent and

where theEDBis aCPP applicant

(i) is not averifier of the
EDB'SCPP proposal

(iv)  has not assisted with the
compilation of the
information in that
proposal;

(v)  has not provided
opinions or advice (other
than in relation to audit
reports) on the

244925@555188921099 15



B

base year

methodologies or
processes used or to be
used in compiling the
information in the
proposal; and

(vi) is neither professionally
associated with nor
directed by anyerson
who has provided such
assistance, opinions or
advice;

meansthe disclosure yar selected by
the Commission

building blocksallowable revenue after taxmeans the amountletermined in

building blocksallowable revenue before
tax

business

businessday

capex

capex forecast

capex incentiveamount

capex washup adjustment

244925@555188921099

accordance with claus& 3.3

means the amount determined in
accordance witltlauses.3.2

has the same meaning as defined in s 2
of the Act;

means any day on which statistics
relating to trading in New Zealand
government bonds are published by a
financial information service such as
Bloomberg or Reuters;

meanscapital expenditure

means the part of th&CPRoroposal
provided pursuant to clausg.4.29 that
forecastscapexfor the next period,

means the amount determined in
accordance witttlause 3.3L0(2);

meansthe amountthat is thedifference
between the revenuefor aDPP
regulatory periodor CPP regulatory
period using the actual values of

16



capital contributions

capital costs

capital expenditure

244925@555188921099

commissionedassetdor a prior
regulatory periodand the revenues
usingforecastcommissionedassets
applied by theCommissionvhen setting
prices and is calculated in accordance
with clause 3.1.3R);

means for the purpose of

(@)

(b)

()

Part 2,money orthe monetary
value ofother consideration
charged to or received from
consumersor other parties for
the purposes of asset
construction acquisitionor
enhancement;

Part 4,money or the monetary
value of other consideration to
be charged to or received from
consumersor other parties for
the purposes of asset
construction acquisitionor
enhancementand

Part 5, money othe monetary
value ofother consideration
forecast to be charged to or
received fromconsumersor
other parties for the purposes of
asset constructiopacquisition
or enhancement;

meanseither or both thereturn on or
return of regulated service asset valugs

means costsfor the purposes of

(@)

Part 2

0) incurred in the
acquisitionor
development of an asset
that is, or is intended to
be, commissioned and

(i) that are orare intended
to be included in the

17



catastrophicevent

244925@555188921099

(b) Part4

(i)

(ii)

(c) Parts

(i)

(ii)

value of commissioned
asset and

forecast to be incurred in
the acquisitionor
development of an
additional asset and

that are includedn the
forecastaggregatevalue
of commissioned asset
but only to the extent
that the costs are
forecastto be included in
an aggregateclosing RAB
valuefor additional
assets and

incurred or forecast to be
incurred in the
acqusition or
development of an asset
that is, or is intended to
be, commissioned and
that areincluded or are
intended to be included
in the value of
commissioned asseabr
forecast value of
commissioned assetas
the case may be, but only
to the extent thatthe
costs are included or are
intended to be included
in aclosing RAB value

has the meaning specified,ifor the
purposes of;

(a) Pat4, clause 4.5.1; and
(b)  Part5, clause5.6.1,

18



catastrophic event allowance

causalrelationship

244925@555188921099

means theamountdetermined by the
Commissiorforcg

(@)

(b)

()

additional net costsgverand
above those provided for in a
DPP determinatioror CPP
determination) prudently
incurred by arEDBIn
responding to a&atastrophic
event, other than costs that are
foregone revenue;

recoverale costsandpass
through coststhe EDBwas
permitted to recover under the
applicableDPP determinatioror
CPP determinatiorthrough
prices but did not recover due
to acatastrophic eventand

the impact of acatastrophic
eventon anyquality incentive
adjustment,

incurred in or relating to the period
between acatastrophic eventand the
effective date of an amendment to the
DPPor CPHollowing reconsideration of
the price-quality path under clause
4.564(1)(be)(i) or clause 5.64(2)(a);

means, in relation to

(@)

(b)

operating costsa circumstance

in which a cost driver leads to an

operating costbeing incurred
during the 18 month period
terminating on the last day of
the disclosure yeain respect of
which the cost allocatiors
carried out and

regulated service asset valuga
circumstancen which a factor
influences the utilisation of an
asset during the 18 month
period terminating on the last

19



changeevent

closingRAB value

closing tax losses

closingworks under construction

Commission

commissioned

commissioningdate

committed

consumer

consumerowned

‘ 244925@555188921099

day of thedisclosure yeain
respect of which theasset
allocation is carried duy

has the meaning specified,ifor the
purposes of

(@) Pat4, clause 4.5.2; and
(b) Pat5,clauses.6.2

meansthe value determined in
accordance withfor the purpose of

(a) Part2, clause.2.4(4) and
(b) Part5, claus®&.3.6(3)

means the amount determined in
accordance with, for the purpose-of

(a) Part2, clause.3.2(4)
(b) Part4, clausd.3.2(3) and
(c) Part5h, clausé&.3.14(5)

means the amount determined in
accordance witltlauses.3.12(3)

has thesamemeaningas defired in s 2
of the Act;

means used by aBDBto provide
electricity distribution servicesand
commissionshall be construed
accordingly

means the date that anssetisor is
forecast to befirst commissionedas
the case may e

in respect of groject or programme,
meansall approvals internal and
external to theEDBthat are required in
order for work on theproject to
commencehave been received

has thesamemeaningas definedn s
2(1) of the Electricity Act 1992

has thesamemeaningas definedn s
54D of theAct,

20



contingent project

corporatetax rate

cost allocator

cost of debt

244925@555188921099

has the neaning specified in clause
5.6.91);

means the rate of income taxation
applying to companies as specified in
the tax rules

means a proportion of a quantifiable
measure used to allocateperating
coststhat arenot directly attributable,
and whosequantum is

(&) based on aausal relationship
or
(b) equal to aproxy cost allocatory

means the amounspecified forrg in, for
the purpose of

(a) Part?2,claus@.4.1(4)and
(b) Part 4and Part 5clause
4.4.1@4); and
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CPI

CPP
CPP applicant

CPP application

CPP determination

CPP proposal
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means

(@)  subject to paragraplfe),
respectofthe December 2010
guarterand-subseguent
guarters;the consumer price
index stipulatedor each quarter
in the "All Groups Index SE9A' as
published by Statistics New
Zealandand

b bi He)i

I :
the December 2010 guartethe
Same-heoxasdoserbed in
Ha)multiplied by 1.02:
and

feYb) in respect of quarters prior to
any quarter in whichhe rate of
GSTis amendedafter this
determination comes into forge
the same index as described in
paragraph(a), multiplied by the
Reserve Bank of New Zealand's
forecast change ithat index
(expressed as a decimal)sing
from theamendment

means customised prieguality path;
means arEDBwho-

(@) is preparing &PP proposalor
(b) has made £PP proposahat
has not been determined,;

has the meaning specified in clause
5.1.1(2)

means aletermination of aCPRnN
relation toelectricity distribution
servicesmade by theCommissiorunder
s52P of theAct;

means a proposahade by arEDBto
the Commissiorfor aCPRcomprising
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CPP regulatory period

current period

debt premium

demandgroup

depreciation

244925@555188921099

the information specified ifPart 5
Subpart 4

means

(@) in relation to aCPP proposal
the 5 disclosure yeargollowing
the assessment periogand

(b) in relation to a particulaCPPR
the period to which the relevant
CPP determinatiomelates;

meansthe 5 disclosure yearpreceding
the disclosure yeain whichthe CPP
applicationis submitted,;

has the meaning specified and is the
amount determined in accordance with
for the purpose of

(@) Part 2 clause2.4.4 and
(b) Part 4, clausd.4.4 and

means a pricing categofyrrespective of
the pricing methodology usedhat has

a discrete rate of growth in the demand
for electricity distribution servicever
the CPP regulatory periad

Examples: industrialonsumers
commerciakonsumers
residentialconsumers non
standardconsumergroups,
irrigation connections, large
capacity connections, or a
combination or suigroup of
each of these;

meansan allowanceto account for the
diminution in anasset'semaining
servicelife potential in the disclosure
yearin questionwith respect to its
opening RAB valueor, for the purpose
of Part 4, itsaggregate opening RAB
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depreciation temporary differences

designatedindividual

directly attributable

director
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value for existing assetandaggregate
opening RAB value faadditional
assetsandthe amount of such
allowance is determined in accordance
with, for the purpose of

(@) Part 2 clause2.2.5(2)
(b) Part4, clausd.2.2(2) and
(c) Part5,clauses.3.7(2)

has themeaningspecified, for the
purpose of

(@) Part2 clause2.3.8(2)
(b) Part 4 clause4.3.5 and
(c) Part5clause5.3.20(2)

meansan individuawho is

(@) independent and

(b)  engaged or instructed by a
personfalling within paragraph
(a) of the definition of verifieto
verify (in accordance with
Schedule EGpart or all of the
CPP proposakhich thatperson
is engaged to verify

means, in relation to

(@) operating costswholly and
solely incurred by th&DBin or
in relation to itssupplyof one
regulatedservice and

(b)  regulated serviceasset values
wholly and solely related to an
asset used by thEDBin or in
relation to itssupplyof one
regulated service

means, in the case an EDBthat is-

(@) acompany(as ‘company'is
defined in s 2 of the Companies
Act 1993)an individual
occupyinghe position of
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disclosureyear

discretionary discounts and customer
| rebates

disposedasset

‘ 244925@555188921099

director of the EDB by whatever
name that position is called

(b)  a partnership (other than a
special partnership), a partner;

(c) a special partnership, a general
partner; and

(d)  any other body corporate or
unincorporatel body, an
individualoccupying a position
in the body that is comparable
with that of director of a
company

shall be construed asX month period

ending on the dee specifiedin-

(@)  whilst they are in force, the
ElectricityDistribution
(InformationDisclosure)
Requirements 2008; or

(b)  thereafter, anlD determination

as the last date in the period to which
annual disclosure relates;

Example: undeclause 1(3) othe
ElectricityDistribution
(InformationDisclosurg
Requirement2008, the

Requirements apply in respect of

the financial year ending on 31
March. Until ariD
determination is made,
‘disclosure yeameans 12 month
period endingpn 31 March and
'disclosure year 201@heans 12
month period ending on 31
March 2010

has the meaning specified in clause
2.3.3(6)

means for the purpose of
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distributed generation allowance

(@) Part 2,an asset thatin the
disclosure yeain questionhas
been sold or transferredyr has
been irrecoverably removed
from the EDB'possession
without consentbut is not alost
asset and

(b) Part 5, an asset that, in relation
to adisclosure yearis

) sold or transferred but is
not a lost asset; or

(i) forecast b be sold or
transferred

means any positive allowance for costs
incurred and amounts payahler
negative allowance for amounts
receivablein relation to avoided
transmission charges arising from
distributed generation, including
embedded or notionally embedded
generation, maden accordance wit

(@)  Schedules.4 of Part 6 of the
Electricity Industry Participation
Code; or

(b)  the Electricity hdudry Act 2010

stribut : | on-ofor ud

document

DPP

DPP determination

DPP regulatory period
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sogoibional soene
has thesamemeaningas definedn s 2
of the Act;

meansdefault pricequality path;

means eéDPPdetermination in relation
to electricity distribution servicesnade
by the Commissiorunders52P of the
Act;

means the period to which the relevant
DPP determinatiorrelates;
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easement

easementland

EDB

electricity distribution services

Electricity Information Disclosure
Requirements 2004

electricity lines services

means a right to use but not possess
land belonging to anothepersonor a
right to prevent certain uses of another
person'sland;

meansland acquired with the intention
of-

(a) creating aneasementin respect
of it; and
(b)  disposing of théand thereafter;

means a supplier aflectricity
distribution services

means alklectricity lines servicesother
than thosesuppliedby Transpoweror
any subsidiary of, or successor to
Transpower

means theElectriciyy Information
DisclosureRequirements 2004 as were
originallypublished by the&Commission
on 31 March 2004 and consolidating all
amendments to 7 Ma2004;

has thesamemeaningas definedn s
54C of theAct,

engineer
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meansan individuaWwho is-

(@) a chartered professional
engineer as defined in sd@ the
Chartered Professional
Engineerf New Zealad Act
2002

(b) acting in that professional
capacity;and

(c) independent
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error event

excludedasset

existing assets

existing CPP assets

expenditureobjective

extended reserves allowance
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hasthe meaning specified jrior the
purpose of

(a) Part4clause4.53(1)%; and
(b) Part5, claus&.6.31);

means an asset that-is

(@) not usedto supplyelectricity
distribution servicesas on the
last day of thalisclosure year
2009;

(b)  designated as 'excludetype as
a result of theasset adjustment
process or

(c) easement land

means assets of aaDBfor which an
aggregateclosingRAB valudor existing
assetsis calculatedor the baseyear;

means assets of aaDBincluded in the
closing RAB valuef the last year of the
current period

means objective thatapital
expenditureand operating expenditure
reflect the efficient costs that a prudent
non-exempt EDBvould require te

(@) meet or manage the expected
demand forelectricity
distribution services at
appropriate service standards,
during theCPP regulatory
period and over the longr
term; and

(b)  comply with applicable
regulatory obligations
associated with thoseervices

meansan amount determined by the
Commissiorasa positive allowance for
costs incurred and amounts payable, or
anegative allowance for amounts
recevable, inaccordancewith
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finance lease

fixed life easement

forecastaggregate value of
commissioned asset

requirements in the Electricity Industry
Participation Code 2010 relating to
extended reservemade under the
Electricity Industry Act 2010;

has the same meaning as undeAAP
meansan easementthat-

(@) is of fixed duration; or
(b) whilst of indefinite duration, is
to be held for a fixed period;

means the amount determined in
accordance with clausé.2.5

forecast aggregatealue of disposed assetsneans the amount determined in

forecast allowable revenue

forecast allowable revenuas a function

accordance with clausé&2.6

means the amount determined in
accordance with clause 3.149):;

means a value specified in clause

of demand

forecast CPI

244925@555188921099

3.1.1(5);

meansthe amount determinedn
accordance with clause 3.18)( forthe
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forecast CPI for CPP revaluation
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means the amount specified in

accordance with clause 5.3.10(5);
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forecast CPI for DPP ralation

means the amount specified in
accordance with clause 4.2.3(4);

forecast CPI for IRIS transitional provisiormeans the amounspecified in

forecast net allowable revenue

forecastoperating expenditure

forecast opex

forecastregulatory tax allowance

forecast revenue from prices

forecast value of commissioned asset

found asset

GAAP

GPB

GST
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accordance with clause 3.156);
means a valugas-the-meaningpecified
in clause 3.1.46) or 3.1.1(7), as
applicable

has the meaning specified in clause
5.3.2(6)

has the meaning specified in clause
3.3.3(8);

has the meaningpecified in clause
5.3.13

means an amount specified in clause

3.1.1(3);

means the value determined in
accordance with clause.3.11;

has the meaning specified in clause
2.2.12(1)

means generally accepted accounting
practicein New Zealandsave that,
where the cost of an asset is being
determined in accordance with this
determination,only the cost model of
recognitionis appliedinsofar as an
election may be made between the cost
model of recognition and the fair value
model ofrecognition

means GDB (as 'GDB' is defined in the
Gas Distribution Input Methodologies
Determination 202) or GTB (as 'GTB' is
defined in the Gas Transmission Input
Methodologies Determination 2@);

has thesamemeaningas definedin s
YA1 of the Income Tax Act 20@8
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amended from time to time, and any
equivalent legislation that supplements
or repla@s thatdefinition;

H
highly probable meansone in respect of whicthe
following conditions haveeen metat
the time theCPP applicatioms made

(@) thedirectorshave approved a
plan to selkither or boththe
other regulated servicer
unregulatedservice as the case
may be

(b)  the EDBis taking active steps to
) locate a buyefor the

assets and
(i) complete the plan
referred to in paragraplia);

(c) the EDBis actively marketing the
assetdor sale at a price that is
reasonable;

(d)  thedirectorsexpect the sale to
completewithin 12 monthsof
the CPPapplicationbeingmade
and

(e) actions to date do not
contemplatethat significant
amendmentto the planmaybe
made or thatit will be
withdrawn.

I
ID determination meansan information disclosure
determination in relation taan EDB
made by theCommissiorunders52P of
the Act;
identifiable non-monetary asset has the same meaning as undeAAP

save that goodwill is excluded;

244925@555188921099 33



identified programme

incentive rate

includedasset

includedvalue

incrementaladjustment term

independent

inflation rate

initial differencesin asset values

initial RAB

initial RABvalue

input methodology
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has-themears aproject or programme
that anEDBintends to undertakeduring
the next periodand which is selected by
the verifier for detailed assessment in
accordance with clause G4idg

fiod incl 1
means the incremental rate of change
used to calculee the quality incentive
adjustment, as specified in BPP
determination or CPP determination

means an asset whichs a result of the
asset adjustment processs designated
as 'included’

means valuassigned t@nincluded
asset

means theamountdetermined in
accordance with claus@.3.15(4)

meansneitherin a relationship withnor
having an interest in, thEDBIn

guestion that is likely to involve him her
or it in aconflict of interestbetween his,
her or its duties to th&eDBand his, her
or its duties to theCommission

has the meaning specified in clause
3.3.15(5)

has themeaningspecified in, for the
purpose d-

(@) Part2, claus@.3.5(3) and
(b) Part5h, claus&.3.17(3)

has the meaning specified in clause
2.2.2

meansvalue ofan asset in thénitial
RABdetermined in accordance with
clause2.2.3(4)

has thesamemeaningas defired in s
52C of theAct,
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investmentgrade credit rated

IRISincentive adjustment

land

leverage

line item
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means endorsed with a credit rating by
an establishedredit rating agency (such
as Standard and Poor's) of "investment
grade" on that agency's credit rating
scale applicale to longterm
investments;

means the recoverable cost amount
determined under clause 3.3.1(2);

excludessasements

means the ratio of debt capital to total
capital ands the amount specified jn
for the purpose of

(@) Part2,clause.4.2(1) and
(b) Part 4, clausd.4.2(1) and

means a tax, charge or fee directly
imposed by or under legislatien

@ on-

) EDB alone; or

(i) a class of persons (other
than the general public
or businesses in general)
that includesEDB; or

(b)  inrelation toelectricity
distribution services

means, irrespect of

(@) assetsagroup of assets within
anasset categoryor which the
sameasset allocatolis used to
allocate ther regulated service
asset valuesand

(b)  costs agroup ofoperating costs
within anopexcategoryfor
which the sameost allocatoris
used to allocatehem,
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to electricity distribution servcesand
other regulatedservices

lines has thesamemeaningas definedn s 2
of the Electricity Act 1992,

local authority has the sameneaning aslefinedin s
5(1) of the Local Government Act 2002;

lost asset means arasset

(@) not included in thanitial RAB
and

(b) having,in relation to the
disclosure year in questionan
unallocatedopening RAB value

but determined by theEDBIn that
disclosure yeanever to have been used
to provideelectricity distribution
services

M

major transaction has the meaning specifiad, for the
purpose of
(a) Part 3 andPart 4, clause 4.5.4;

and
(b) Part5, clause 5.6.4;

maximumallowable revenue after tax means the amount determined in
accordance with clause 3.4

maximumallowable revenue before tax means the amountletermined in
accordance with clause 3.4

mid-point estimate of WACC means for the purpose of

(@) Part 2,the mid-point estimate
of-

0) vanillaWACGas
estimated in accordance
with clause2.4.1(1) or

(i) posttax WACGQas
estimated in accordance
with clause2.4.1(2)

244925@555188921099 36



modified value

multi-rate PIE

NelsonSiegelSvensson approach

network
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asthe case may be;

(b) Part 3, the migpoint estimate of
posttax WACCasestimated in
accordance withheformulain
clause2 4 1(2) and-applying-the
parameters-specified-inlause

4.4.1(2); and
(c) Part 4, the miepoint estimate

of-

() vanillaWACGas
estimated in accordance
with clause4.4.1(1);

(i) posttax WACGas
estimated in accordance
with clause4.4.1(2),

as the case may bapd

B ,I icboi . ;
vanilaWACHora-

means the value of walue modified
assetassigned in accordance with clause
2.2.1,

has the same meaning as defined WA
1 of the Income Tax Act 2007;

has the meaning specified in clause

2.4.4(6);

meansthe fixed assets useay anEDB
to provideelectricity distribution

services
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network spare

next period

non-exempt EDB

ODV handbook

ODVvaluation

openingdeferred tax

openingRAB value
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meansan asset that is held by &DBto
replace any other asset it holds should
that other asset be withdrawn from use
owing to failure or damage

means theperiod commencing on the
first day of thedisclosure yeaduring
which theCPP applicatioms submitted
and terminating on the last day of tHe
disclosure years$ollowing the
assessment period

means arEDBother than aconsumer
owned EDBexempt under s 54G(2) of
the Act

. o o
3.1.1(3)

meansHandbook for Optimised Deprival
Valwation of System Fixed Assets of
Electricity Lines Businesgasblished by
the Commerce&Commissioron 30

August 2004nd effective 31 August
2004

means valuatiorof an asseaisof 31
March 2004 in accordance with the
Electricity Information Disclosure
Requirements 2004nd theODV
handbook

hasthe meaningspecified in for the
purpose of

(a) Part2,clause2.3.7,
(b) Part4, clausd.3.4(1) and
(c) Part5,clause5.3.19

meansthe value determined in
accordance withfor the purpose of

(@) Part2clause2.2.4(3) and
(b) Part 5,clause5.3.6(1)
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openingtax losses means the amount determined in
accordance withfor the purpose of;

(@) Part2, claus@.3.2(3)
(b) Part 4,clause4.3.2(3)(a)and
(c) Part5,clause5.3.14(3)
openingworks under construction has the meaning specified alause
5.3.12(1)
operatingcost meansa costincurred by theEDBIn
guestionrelating tothe supplyof-
(@) regulated serviceslone; or
(b)  regulated servicesnd one or

more unregulated service

and excludes

()
(d)

(e)

a cost that is treated as a cost of
an asset bYsAAP

amounts that are depreciation,
tax, subvention payments,
revaluations or an interest
expense, in accordance with
their meanings undeGAAP
passthrough costs and

(f) recoverable costsand

(q) distribution of profitsto
consumes; and
H—payments-associated-with a
; | I hefi
leasehas arspening RABvale
operating expenditure ~for the purpose of;,
(@) Part 4, means the value of

244925@555188921099

operating costsattributable to
electricity distribution services
supplied by a EDBwhich are
forecast to be incurredh the
disclosure yeain question as
determined by theCommission
and
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opex
opexcategory

opexforecast

opex incentiveamount

other regulated income

other regulated service
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(b)

Part 5, meansperating costs
after application of clausB.3.5

meansoperating expenditure

has the meaning specified 8chedule D

means the part of £ PP proposal
provided pursuant to claus®g.4.29 that
forecastsoperating expenditurefor the
next period;

means the amount determined in
accordance with clause 3.3.2(2);

~for the purpose of

(a

Part 3 means income associated

with the supply oklectricity
distribution servicesother than

() throughprices

(ii) investmentrelated
income;

(i)  capital contributions or

(iv)  vested assetsand

{aYb) Part 4, means forecast income

associated with the supply of
electricity distribution services
other than

) throughprices

(i) investmentrelated
income;

(i) capital contributions or
(iv) vestedassets

asdeterminedby the
Commissionand

Part5has-the-meaning

meansaregulated serviceother than

electricity distribution services
suppliedby theEDBin question
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OVABAA

OVABAA allocation increase

passthrough cost

meansthe optional variation to
accountingbased allocation approach,
as described in clause154;

means, in respect adither or both

(@) operating costsand
(b) regulated service asset values

not directly attributable, as the case
may be, allocated telectricity
distribution services thedollar
differencebetween the amount
determined pursuant to the last
application of claus@.154(7)(c)and the
application of claus@.154(2)(a)or
2.154(3)(a) as the case may be

has the meaning specified in clause
3.1.2(1)

| b o | ior obel utabl

permanentdifferences

person

physical asset life

positive permanent differences

prescribed investor rate

244925@555188921099

lo-passthroughcostsandrecoverable
costs

meansthe amount determined in
accordance withfor thepurpose of

(@) Part2clause2.3.3 and
(b) Part 5,clause5.3.15

has thesamemeaningas definedn s 2
of the Act;

has the meaning specified in clause
2.2.8

has the meaning specified in clause
5.3.15(2)

has the same meaning as defined in the
Income Tax Act 2007 or any subsequent
legislation that supplements or replaces
the provisions relating to prescribed
investorrate in the Income Tax Act
2007;
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prices

programme

project

proxy asset allocator

proxy cost allocator

qualifying debt
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has the meaing specified in clause
3.1.1054);

means a group of relategrojectswith a
COMMmOonN purpose;

means a temporary endeavour requiring
concerted effort, undertaken to create a
defined outcome;

means a proportion of guantifiable
measure

(@)

(b)

used to allocateegulated
serviceassetvaluesfor which a
causal relationshigannot be
establishegand
whosequantumis based on
factorsin existence during the
18 month period terminating on
the last day of the most recent
disclosure yeain respect of
which theproxyallocation is
carried out

means a proportion of a quantifiable
measure

(@)

(b)

used to allocateperating costs
for which acausal relationship
cannot be establishednd
whosequantum is base on
factorsin existence during the
18 month period terminating on
the last day of the most recent
disclosure yeain respect of
which the cost allocation is
carried out

has for the purpose of
(a)  Part 2,the meaning specified in

clause 2.4.7(1and
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qualifying issuer

qualifying rating
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(b)

Part 5, the meaning specified in

clause 5.3.25(1)forthe-purpose

of-

means a New Zealand resident limited
liability company

(@)

(b)

(€)

that-
(i)

(ii)

that-

(i)

(ii)

undertakes themajority
of its business activities
in Australia and New
Zealand; or

is part of a corporate
group that undertakes
the majority of its
business activities in
Australia and New
Zealand;

does not operate
predominantly in the
banking or finance
industries; or

is part of a corporate
group that does not
operate predominantly in
the banking or finance
industries; and

that issuesvanilla NZ$
denominated bondghat are
publicly traded;

means

(@)

a Standard and Poor's long term
credit rating of the specified
grade; or
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qualifying supplier

guality incentive adjustment

guality standard variation
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(b) an equivalent long term credit
rating of another internationally
recognised rating agency;

has the meaning specified,ifor the
purpose of

(a) Part 2, claus®.4.7(2);and-

(b) Part 5, clause 5.3.25(2);

means an amountd provide incentives
for anon-exempt EDBo maintain or
improve its quality of supply in
accordance with s 53M(2) of thhct,
and is a function af

(&8 anon-exempt EDR
performance above or below the
guality targets, up to the caps or
collars specified in relation to
the quality targets

(b)  revenueat risk and

(c) incentive rate

calculated in accordance with the

method specifiedn aDPP

determination or CPP determination

meansvariation to anystandard

(@) specified in DPP
determination; and

(b)  whichprescribes the use by an
EDBof an historic time series of
data relating to service quality
measured in accordance with a
specified metriermetrics

where theeffectofthevariation is
limited to a-changedvaluesutcomeof
the metricermetresby which such
guality standardssare specified but not
the metric itselfermetricsthemselves
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quantity

reconsideration event allowance

recoverablecost

regulated goods or services

regulatedservice
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has the meaning, for the purpose of Part

3, specified in clause 3.1116);

R

means the positive or negative amount
determined by theCommissio

(@)

(b)

()

for additional net costs (over
and above those provided for in
a DPPor CPR prudently
incurred by arEDBas a result of
achange evenin the period
between thechange eventind
the effedive date of an
amendment to theDPPor CPP
under clause 4.54(1)ii) or
clauses.6.74(2)(be);

to mitigatethe effect of arerror
eventor provision of false or
misleadingnformation on the
relevantDPPor CPRunder
clausest.564(1)(iid),
4.564(1)(ve), 5.674(2)(cb), or
5.6.74(54); and

for the impact of achange
event, error_event, orprovision
of false or misleading
informationunder clause
4.564(1)(ve) or 5.674(54), on
anyquality incentive
adjustment;

has themeaning specifieth clause

3.1.3

has thesamemeaningas definedn s
52C of theAct,

means aype of servicesuppliedby an
EDBpursuant to thesupplyof a
regulated good or servicevhich,for
the avoidance of doubincludesthe
followingtypes ofservices
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regulatedservice asset value
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(@)
(b)

()

electricity distribution services
gas distribution serviceas
defined in the Gas Distribution
Services Input Methodologies
Determination 202; and

gas transmission servicas
defined in the Gas Transmission
Sewices Input Methodologies
Determination 202);

means in respect ofan asset

(@)

used by arEDBIn the supplyof-

(i)

(ii)

one or moreregulated
service or

one or moreregulated
serviceand one or more
unregulated service

where at least one of thoseegulated
servicess anelectricity distribution
service

(b)

(iii)

(iv)

in the disclosure year
2009, itsunallocated
initial RAB valueand
in all otherdisclosure
years its unallocated
closing RAB valyand

usedby anEDBonlyin the
supplyof-

(i)

(ii)

(iii)

one or moreother
regulated serviceor
one or moreother
regulated serviceand
one or moreunregulated
service

the disclosure yea”009,
its unallocated initial RAB
value; and
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regulatedsupplier

regulatoryinvestment value

regulatory net taxable income

regulatory period

regulatory profit / (loss) before tax

regulatory taxable income

regulatorytax adjustments
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(iv)  all otherdisclosure
years its unallocated
closing RAB valye

determined in accordance with
the input methodologies
applicable to theother regulated
service

meansa supplier ofregulatedgoods or
services

has the meaning specified in clause
5.3.2(2)

hasthe meaning specified jrfor the
purpose of

(a) Part2,clause2.3.1(2)
(b) Part 4,clause4.3.1(2) and
(c) Parth, clausé.3.13(2)

means the regulatory period for
default/customisedprice-quality
regulation applicable to aBDBas
specified in a determination made under
s 52P of théAct;

hasthe meaning specified jrfor the
purpose ofg

(@) Part 2,clause2.3.1(4)
(b) Part 4, clausé4.3.1(4) and
(c) Part5, claus&.3.13(4)

means the amount determineih
accordance withfor the purpose of

(@ Part2,clause.3.1(3) and
(b) Part4, clausd.3.1(3) and
(c) Parth, claus®&.3.13(3)

meansthe amount determined in
accordance withfor the purpose of

(d) Part 2,clause2.3.4
(e) Part4,clausd.3.3 and
()  Part5,clause5.3.16
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regulatory tax allowance

regulatorytax asset value

regulatorytemplates

related party

remaining asset life

remaining asset life for existing assets

remaining asset life for additional assets

retention factor

revaluation
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has the meanig specified, for the
purpose ofg

(a)
(b)
hasthe meaning specified jrfor the
purpos of-

(a)
(b)

has the meaing specified in clause
5.4.29(2)

Part 2,clause2.3.1; and
Part 4 clause4.3.1;

Part 2,clause2.3.9 and
Part 5, claus®.3.21;

means

(c) apersonthat, in accordance
with GAAR is related to theeDB
in question or

any part of theEDBin question
that does notsupplyelectricity

distribution services

(d)

meansterm remaining of an asset's
asset lifeat the commencement of the
disclosure yeain question taking into
account the reduction iasset lifeas
specified in clase 2.2.8(4)(a)

has themeaningspecified in clause
4.2.2(3)(a)

has the meaning specified in clause
4.2.2(3)(b)

means the percentage amount
determined by theCommissiorin aCPP
determination or DPP determination
for the purpose of calculating theapex
incentive amount

meansthe amount determined in
accordance withfor the purpose of

(a) Part2,clause2.2.9(2)
(b) Part4, tause4.2.3(2) and
(c) Part5, claus®.3.10(2)
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revaluationrate

revenue at risk

revenue washup draw down amount

which, for the avoidance of ddui, may
be a negative number;

hasthe meaning specified jrfor the
purpose of

(a) Part 2, claus@.2.9(4)
(b) Part4, clauset.2.3(3) and
(c) Part5, claus&.3.10(4)

means the maximum financial reward or
penalty arising under guality incentive
adjustment, as specified in BPP
determination or CPP Determiation;

has the meaning specified in clause

reversalandreverse

selection rationale

services

standard depreciatiormethod

244925@555188921099

3.1.3(B)(h);

have the same meanings as under
GAAP;

means a description of either or both of
the-

(@) criteria applied; and
(b) fundamentalreasons used,

for, either or both

(c) determining; and
(d) selecting,

each

(e)  asset allocatorand associated
allocator metrig and

() cost allocatorand associated
allocator metrig

has thesamemeaningas definedn s 2
of the Act;

means in respect of an asset whose
remaining asset lifes the term
remainingof its physical asset lifat the
commencement of thelisclosure year
in question,method specified inclause
5.3.7excludng anymethodreferred to
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standarderror

standard physical asset life

starting price year

supply

tax asset value

tax depreciation rules

244925@555188921099

in the whole clauses to whiclelause
5.3.7is subject;

means estimated standard deviation;

meanslife for an asset aspecified in
Table A.1Standard Physical Asset Lives
for EDB®f Schedule A

~means,n relation to anEDBmeansc

(@) the firstdisclosure yeaof a
regulatory period{etherthan-a
| lard variati P
I g licabl
the EDB; orand
(b)  thedisclosure yearmmediately
following the expiration of £PP
{otherthan a-gualiy-standard
_ E licabl I
EDE

has thesamemeaningas definedn s 2
of the Act, andsuppliedmustbe
construed accordingly

means the value determined in
accordance with, for the purpose-of

(c) Part2, clause2.3.9(2) and
(d) Part5h, clausé.3.21(2)

means for thepurpose of

) Part 2, forexisting CPP assets
the tax rulesthat relate to the
determination of depreciation
allowances for tax purposes

(b)  Part 2, forexisting CPRssets
the tax rulesthat relate to the
determination of depreciation
allowances for tax purposes;

{aYc) Part 5, fo additional CPP _assets
the tax rulesthat relate to the
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tax effect

tax rules

temporary differences

term credit spread difference

term credit spread differential

244925@555188921099

determination of depreciation
allowances for tax purposes, to
be applied by adopting thiax
depreciation rate ér the assets
representing the largest
proportion within ead asset
category, as forecast over the
CPP requlatory perigd

means the product of multiplication by
the corporate tax rate

means the rulegspplicable to areDBfor
determining income taypayablein the
Income Tax Act 2007 (as amended from
time to time, and any equivalent
preceding legislation, or any subsequent
legislation that supplements or replaces
that Act),

means theamountdetermined in
accordance withfor the purpose of

(@) Part2,clause2.3.8 and
(b) Part5h, clausé.3.2Q

means the amount determined in
accordancewith, for the purpose of

(a) -Part 2and-Part5clause 2.4.8;
and

(b) Part5.clause 5.3.24;

is determined in accordance with, for
the purpose of

(a) -Part 2and-Part 5 clause
2.4.9(3);and

(b)  Part5, clause 5.3.288):-
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term credit spread differential allowance +for the purpose of

total depreciation

total opening RAB value

total revaluation

transmission asset washp adjustment

244925@555188921099

(@) Part 2 and Part 5, means the
sum ofterm credit spread
differentials; and

(b) Part 4, means the amount
determined in accordance with
clause4.4.79(2),

means, for the purpose of

(a) Part 2 and Part 5, the sum of
depreciationfor all assets; and

(b) Part 4, the value determined in
accordance with clausé.2.2

means, for the purpose of

(@) Part 4,the amount determined
in accordance with clause
4.2.1(1) and

(b)  hasthe meaning specified in
clause5.3.6(7)

means, for the purpose of

(@) Part2 and Part 5, the sum of
revaluationfor all assets; and

(b)  Part 4, the value determineith
accordance with clausé.2.3

means anegativeamount
correspondingo the presentvalue of
revenues allowedn aDPPor CPFor
additionalcapital expenditureand
additionaloperating expenditure
associated with a transmission asset
forecast to be purchased mlisclosure
years precedingthe regulatory period
but were not completd, as specifiedin
aDPP determinatioror CPP
determination;
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Transpower

trigger event

unallocated closing RAB value

unallocated depreciation

unallocated initial RAB value

unallocated opening RAB value

unallocated revaluation

unduly deterred
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has thesamemeaningas definedn s
54B of theAct;

has the neaning specified in clause

5.6.93);

meansvalue determined in accordance
with, for the purpose of

(@) Part2clause2.2.4(2) and
(b) Part5, claus®.3.6(6)

meansan allowance to account for the
diminution in an asset's remaining
servicelife potentialin the disclosure
yearin questionwith respect to its
unallocated opening RAB valwuend the
amount of such allowance is determined
in accordance with, for the purpose-of

(a) Part2, claus@.2.5(1) and
(b) Part5, claus®.3.7(1)

meansvalueof an asset in thénitial
RABdetermined in accordance with
clause2.2.3(1)

meansvalue determined in accordance
with, for the purpose of

(@) Part2,clause.2.4(1) and
(b) Part5, claus®.3.6(5)

meansamount determined in
accordance withfor the purpose of

(@ Part2, clause.29(1) and
(b) Part5, claus®.3.10(1)

means solelyas aresult of an allocation
to the unregulated servicen question
of either or bothof-

(@)  operating costaot directly
attributable; and

(b) regulated service asset values
not directly attributable;
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unforeseen project

unregulatedservice

utilised tax losses

valuemodified asset

value of commissioned asset

valueof found asset

valuer
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the operating costsnot directly
attributable or capital costsassociated
with the regulated service asset values
not directly attributable (as the case
may be) to be borne by that
unregulated servicavould cause that
unregulatedserviceto be-

(a) discontinued; or
(b)  not provided,

and unduly deter must be construed
accordingly

has the neaning specified in clause

5.6.6

meansany good or servicsuppliedby
the EDBthat is notaregulatedservice

meansthe amount determined in
accordance withfor the purpose of

(@) Part2,clause2.3.2
(b) Part4, clausd.3.2(1) and
(c) Part5,clauses.3.14

means an asset which, as a result of the
asset adjustment processs designated
as'value modifiedtype;

meansthe value determined in
accordance with claus2.2.11;

means the valuef afound asset
determined in accordance with clause
2.2.12(2)

means an individual who

(@) isregistered as a valuer under
the Valuers Act 1948;

(b)  holds a current practising
certificate issued by
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) the Property Institute of
New Zealand; or

(i) the New Zealand
Institute of Valuers;

(c) has been engaged to act in his or
her professional capacity as a
valuer, and

(d) isindependent,

vanillaNZ$ denominated bonds means senior unsecured nominal debt
obligations denominated in New
Zealand dollars without callable,
puttable, conversion, profit
participation, credit enhancement or
collateral features;

verification report means a report prepared by\eerifier in
accordance wittschedule 6

verifier means
(@) apersonwho-

0] iIsindependent and

(i) has beerengaged to
verify theCPP applicant's
CPP proposah
accordance with
Schedule Gor

(b)  adesignated individuabf a
persondescribed in paragraph

)
vested asset meansan asset associated with the

supply ofelectricity distribution
servicegeceived by afeDB

(@)  without provision of
consideration; or

(b) _ with provision of nominal
consideration;

voluntary undercharginagleduction amounthas the meaning specified in clause

3.1.3(B)(a);
W
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WACC
WACC change

wash-up account

wash-up amount

working day

worksunder construction

meansweighted average cost of capital;

means an event described in clause
5.6.14);

means a memorandum account
maintained by arEDBto recordeach
item specified in clauses 3.1.2)b)-(e);

has the meaning specified in clause

3.1.3(13)(eh);

has thesamemeaningas definedn s 2
of the Act;, and

means arassef or a collection ofassets
that-

(@) has been ofrs beingor is
forecast to beconstructed by, or
on behalf of, arEDB

(b)  has not beercommissioned and

(c) _the EDBintends tocommission

244925@555188921099
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PART 2 INPUT METHODOLOGIES FOR INFORMATION

DISCLOSURE

SUBPART Tost allocation

2.1.1 Cost allocation process
(1) Any

(a) operating costsand
(b) regulated serviceasset values

that aredirectly attributable to electricity distribution services supplietly the
EDBmust be allocated t@lectricity distribution services

(2) Any

(&) operating costsand
(b) regulated service asset values

that aredirectly attributable to anyother regulated servicesuppliedby the EDB
must be allocated to thether regulated servicaéo which they aredirectly
attributable.

(3) Anyoperating costsandregulated service assetaluesthat are not allocated in
accordance with subclausél) and(2) mustbe allocated tcelectricity distribution
servicesandother regulated servicesising, at the supplier's electien

(a) ABAAoor
(b) OVABAA

(4) Notwithstanding anything else in this Subpart, the maximaiue of

(a)__operating costghat may be allocated telectricity distribution services
andother regulated servicesn aggregatemust not exceed the total
value ofoperating costs and

(b) requlated serviceasset valueghat may be allocated telectricity
distribution servicesand other regulated servicesn aggregatemust
not exceed the totatequlated serviceasset values

that would be allocated t@lectricity distribution servicesand other requlated
servicesin aggregate, usindCAMin accordance with clause 2.1.5

2.1.2 Allocation constraints

(1) For the avoidance of doubt, all allocations of

(a) operating costsand
(b) requlated serviceasset values
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not directly attributable to other requlated servicesuppliedby the EDBmust
be consistent with allocations made in accordance wighut methodologies
relating tocost allocation applying to thosgher regulated services

(2) _ Where theOVABAAS applied to bothoperating costsnot directly attributable and
requlated serviceasset valuesnot directly attributable, the combined amount of
such costs and valuéisat is reallocated in accordance with claugel.4(5)must not
exceed the amount required to ensure that tharegulated services notunduly
deterred.

(3) __ For the avoidancef doubt, after application of thiSubpart, notwithstanding
anything else that may suggest otherwise, eanohegulated servicanust bear at
least the total

(a) operating costsand
(b) value of assets,

directly attributable to that unrequlated service

244925@555188921099
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2.1.3
1)

(2)

(3)

Accountingbased allocation approad/ABAA)

Cost allocatorsnust be usedo allocateoperating costaot directly attributable,
lessanyarm's-length deduction, to-

(@) electricity distribution servicesand
(b) other regulated services

Asset allocatorsnust be used to allocateegulated serviceasset valuesiot directly
attributable, lessanyarm's-length deduction, to-

(@) electricity distribution servicesand
(b) other regulated servics.

Wherean EDBuUses aproxy cost allocatorfor the purposes ofsubclause (1) or a

(4)

proxy asset allocatofor the purposes ofubclause (2), thEDBmust, in accorénce
with the requirements in the relevanD determination explainwhy acausal
relationship cannot be established

Wherean EDBuses aproxy cost allocatorfor the purposes ofubclause (1), thEDB

must in accorénce with the requirements in the relevaid determination explain
the rationale forusing aselectedquantifiable measure for thairoxy cost allocator

£3)(5) Wherean EDBuses goroxy asset allocatorfor the purposes o$ubclause (2), thEDB

must, in accoréince with the requirements in the relevalid determination explain
the rationale forusing aselectedquantifiable measure for thatroxy asset allocatar
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21.52.1.4  Optional variation to accountinrgased allocation approagl® VABAA)

(1) This clausappliesto the allocation of

(@) onlyoperating costaot directly attributable;

(b) onlyregulated serviceasset valuesiot directly attributable; or

{e}—operating costaot directly attributable andregulated serviceasset
valuesnot directly attributable.;

(2) Operating costs:ot directly attributable less anyarm's-length deductionmust be
initially allocated to

(@) electricity distribution services
(b) other regulated servicesand
(c) eachunregulated service

usingcostallocators

(3) Regulated serviceasset valuesiot directly attributable less anyarm's-length
deductionmust beinitially allocated te

(a) electricity distribution services
(b) other regulated servics; and
(c) eachunregulated service

usingasset allocators

(4) Where after application of
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(@) subclause2)(c)

(b) subclausg3)(c) or

(c) subclause$2)(c)and(3)(c)
anunregulated servicavould-

(d) beunduly deterred subclausd€5) applies and
(e) not beunduly deterred the allocation ofeither or both of

() operating costsot directly attributable; and
(i) regulated serviceasset valuesot directly attributable

as the case may bejust remain as carried ourh accordance witkeither
or both ofsubclause (2)(c)and (3)(c) as the case may be.

(5) Wherethis sulclauseapplies, any

(a) operating costsand
(b) regulated serviceasset values

not directly attributable that wereallocatedto anunregulated servicen
accordance witteither or bothof subclause (2)(c)and (3)(c) as the case may
be, maybe reduced to the amount at whicthe unregulated servicavould no
longer beunduly deterred

(6) For the avoidance of doubt, thedjusted amountsletermined in accordance with

subclausg5) must betreated as the share of either or both, as the case may be, of

(a) operating costsand
(b) regulated serviceasset values

not directly attributable to be borne by tle unregulated servicen question

(7)  The adjusted amounts determined in accordance with subcl@)saust be
deducted from either or both the

(&) operating costsnot directly attributable; and
(b) regulated serviceasset valuesiot directly attributable,

as the case may be, to which subcla(@por (3) applied after anyarm's-length
deductionwasmade,and the remainingosts orvalues reallocated between

(c) electricity distribution services
(d) other regulated servics; and
(e) each remaininginregulated service

in accordance witlsubclauss (2) and (3), as the case may be
(8) Where after application of subclaug@), the-

(&) operating costsand
(b) regulated serviceasset values
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not directly attributable allocated toanotherunregulated servicainduly deter
that unregulated servicethe process in subclausgs) and (7) may be repeated
subject to the modificationspecifiedin subclaus€9).

(9) When reapplying
(@) subclausgb)to anotherunregulated servicethe starting values ef

() operating costsand
(i)  regulated serviceasset values

not directly attributable allocatedto that unregulated servicenust be the
values obtained in relation to thatnregulated services a resulbf the
previous application of subclaugg);, and

(b) subclaus€7), for "to which subclaus€2) or (3) applied after anyarm's-
length deductionwas made", substitutéto which thissubclause
previously applietl

(10) Subclausg(5)and(7)may be reapplied sequentially in respect of eashregulated
servicewhich isunduly deterreduntil any remainingegulated service assetalues
or operating costsor both areof suchquantumthat their allocation to the remaining
unregulated servicesloes not result in any ahoseservicesbeingunduly deterred

| (11) For the avoidance of doubt, the reallocation undertaken in accordance with
subclaus€7)is carried out by grossing up allocation percentages used to make
allocations toelectricity distribution servicesother regulated serviceand each
remainingunregulated servicédased on the sameost allocatorsor asset allocators
as the case may hbeasedundersubclause$2) and(3), to take into account the
omission of the alloc&bn percentages$or the unregulated service¢o which
allocation has already been made under subclgiage

2.1.5 Avoidable cost allocation methodology (ACAM)

(1) In respect of

(a) operating costs and
(b) requlated service asset values

not directly attributable, less anyarm's-length deduction, an assessment must
be made as to the proportion of each that would be ranoidable were the
EDBnot to supplyunrequlated services

(2) The amounts of nomavoidable

(a) operating costs or
(b) requlated service asset values

not directly attributable, asgssed in accordance with subclauW4® must be
allocated torequlated servicesn aggregate.
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(3)  Where theEDBsuppliesother requlated serviceshe amountsallocated in
accordance with subclaug@) must be allocatedo eachrequlated service supplied
by the EDBusing theABAA

SUBPART 2Asset valuation

2.2.1 Asset adjustment proceder setting initialRAB

(1) Asset adjustment process meatige process of assets

(@) beingdesignated as one of the following asset types:
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() ‘'excluded’

(i)  'included’; or

(i)  'value modified’
(b) of 'included' type being assigneth includedvalue; and
(c) of 'value modified' type being assignedrmdified value.

(2) Subject to subclausd8)to (5), under the asset adjustment procesen EDBmay
elect toundertakenone, some or all of théollowingthings

(a) designae a load control relay asset owned by BBB excepta 2009
disclosed assefas of 'includetitype;

(b) correct thefollowingtypes oferror found in arEDB'sasset register
where the error relatsto 2009disclosd assets

() assets omitted in error, which assets are treated as of 'included’
type;

(i) assets included in error, which assets are designated as of 'excluded’
type; and

(i) assets allocated to the incorrect asset category, or given an
estimation ofquantity, age, category or location now known to be
incorrect, which assets are designated as of 'value modified' type;

(c) re-apply a multiplier in @ ODVvaluation which affectsa 2009 disclosed
asset where more accurate information relating to applicatioithe
multiplier has subsequently become availabldnich asset is designated
as of 'value modified' type

(d) re-apply, in anODV valuationwhich affectsa 2009 disclosed assgbne
of the following types of multipliein the manner describedvhich asset
is designated as of 'value modified' type

(i) therugged terrain multipliein paragraph A.9 of th®DV handbook
may be amended to eange of 1.2 1.8 times and in addition to the
circumstances cited in th@DV handbooKor its application, tiat
multiplier may also be applied toon-standard designef overhead
line networksthat accommodate difficulphysical or climatic
conditionsinvolvingswampy ground, high winds snow;

(i)  the business district multiplier in paragraph A.14 of @BV
handbookmay be amended to a range of 1.48.5 times; and

(i) the rocky ground multipliem paragraph A.15 of th@DV handbook
may be amended to eange of 10 - 2.0 times and in addition to the
circumstances cited in th@DV handbooKor its applicationthat
multiplier may also be applied twabledaid inloose rock or sand;
and
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(e) inrespect of 2009 disclosed assethose valuen anODV valuation
wasaffectedby theapplication of an optimisation or economic value
test, doone of the following things:

() designaeit as of included’ type and give it an included value;
(i) designate it as ofexcludal’ type; or
(i)  modifyits value

consistent with reapplyingthe optimisation or economic value test
previously applied ithe ODVvaluation.

(3) The included valuef an asset to which subclaug®)(a)is applied is

(a) its depreciated historic cost determined by applyfBgAPas of the last
day of thedisclosure yea2009; or

(b) where sufficient records do not exist to establish this cost, its
depreciated carrying value ithe general purpose financial statements of
the EDB

(4) Theincluded valueor modified value as the case may be, of an asset to which
subclausd?2)(b) (2)(c)or (2)(d)is applied, isletermined by

(@) takingits

(i) ODV valuationor

(i) where anODV valuations not applicable in respect of that asset
under theElectricity Information Disclosure Requirements 2Q0&
value that resulted, or, for an omitted asset, would have resulted,
from application othose requirements as dhe dayon which the
asset wagirst commissionedafter the disclosure yea2004

(b) implementingthe corrections or modificationsequired to account for
the mattersspecified in subclausgg)(b)¢ (2)(d)as the case may band

(c) adjusting that value to the value as of Bllarch 2009 by taking account
of-

() unallocated depreciatiorin accordance with thetandard
depreciation method where the total asset life used for the purpose
of that method is the total asset life used for tharpose of the2009
disclosure reportsand

(i)  revaluation to account for consumer price index changes using a
method consistent with that used to account for such revaluation in
the 2009 disclosure reports

(5) Theincluded valueor modified value as the case nyabe, of an asset to which
subclausd?)(e)is applied igletermined by

(a) taking itsODV valuatiorhad the assets not been
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() optimised in accordance with paragraphs 2:1847 and Appendix B
of the ODV handbookor

(i)  subject to the economic value test in @dance with paragraph
2.59- 2.65 of theODV handbook

(b) re-applyingthe subparagraphs of paragrapfa)in light of moreup-to-
dateinformation relating to optimisation or economic value that has
subsequently become availabkend

(c) adjusing that valueto the value as of 3March 2009 by taking account
of-

() unallocateddepreciationin accordance witlthe standard
depreciation method where the asset life used for the purpose of
that method is the asset life used for the purpose of &899
disclosure reorts; and

(i)  revaluationto account forconsumer price indeghanges using a
method consistent with that used to account for such revaluation in
the 2009 disclosure reports

2.2.2 Composition ofnitial RAB
Initial RABneans

(&) 2009 disclosed assetand
(b) included assets

less

(c) excluded asset
(d) intangible assetsunlesghey are

(i) finance leasesor
(i) identifiable norrmonetary assetsand

(e) works under construction

2.2.3 Initial RABralues for assets
(1) Subject to subclaus@), the unallocatedinitial RAB valuef-

(@) anincluded assebr value modified assetisits included valueor
modified value as the case may be; and
(b) any other asseis-

() where the asset ig1cluded in thevalue of 'Regulatory Value of
System Fixed Asseti§ valueas on the last day of théisclosure
year2009included in'Total Regulatory Asset Base Valig&cluding
FDC)in the 2009 disclosure reportmultiplied by 1.0245and
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(i)  where the asset is included in the value of 'Regulatory Value of Non
System Fixed Assetis valueas on the laisday of thedisclosure
year2009included in'Total Regulatory Asset Base Valig&cluding
FDC)in the 2009 disclosure reports

(2) For the purpose of subclaugg)(a) in the case of a system fixed assatuedin
accordance witlone of paragraphs (b) to (ef clause2.2.1(2) unallocatedinitial
RAB value is iiscluded valueor modified value(as the case may be)ultiplied by
1.0245.

(3) For the purposef subclaus€l), where an asset issed by arEDBIn the supplyof-

(&) one or mae regulated serviceor
(b) one or moreregulated serviceand one or morainregulated service

where at least one of thoseegulated servicess anelectricity distribution
service the unallocated initial RAB value is the vabfi¢he assethadno
allocationof asset valueelevant toregulatory disclosurebeenundertaken.

(4) Theinitial RAB valuef an assets determinedas the value allocated telectricity
distribution servicesas a result of

(@) adopting itsunallocated initial RAB valueand
(b) applyingclause2.1.1to it.

(5) Inthis clause, 'system fixed asded's the same meaning as defined in tlectricity
(Information Disclosure) Requirements 2004

2.2.4 RAB roll forward
(1) Unallocatedopening RAB value respect ofanassetin relation to

(@) thedisclosure yeaR010, igts unallocatedinitial RAB valueand
(b) adisclosure yeathereatter, isits unallocatedclosing RAB valum the
precedingdisclosure year

(2) Unallocated closing RAB value meanghe case of

(@) afound asset itsvalue of found asset

(b) adisposedasset nil;

(c) alost assetnil;

(d) any otherasset with arunallocatedopening RAB valughe value
determined in accordance with the formula

unallocated opening RAB valuaunallocated depreciationt
unallocated revaluationand

(e) any otherassethaving acommissiornng date in the disclosure yeain
guestion itsvalue of commissioned asset

(3) Opening RAB valum respect ofan asset, is, for
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(@) thedisclosure yeaR010, itsinitial RAB valueand
(b) adisclosure yeathereatfter, itsclosing RAB valum the preceding
disclosure year

(4) dosing RAB valyenrespect of an asseis determinedas the value allocated to
electricity distribution servicesas a result of

(@) adopting itsunallocated closing RAB valuand
(b) applyingclause2.1.1to it.

2.2.5 Depreciation

(1) Unallocated épreciation, in the case of an asseth anunallocatedopening RAB
value, isdetermined subject tosubclausg€3) andclauses2.2.6and?2.2.7, in
accordance with the formula

[1 +remaining asset lif¢ x unallocatedopening RAB/alue.

(2) Depreciation, in the case of an assvith anopening RAB valudsdetermined
subject to subclausg)andclause2.2.6 in accordance with the formula

[1 +remaining asset lif¢ x opening RAB value
(3) For the purpossof subclause (1) and(2)

(@) unallocated depreciation andepreciationarenilin the case of

() land;

(i) aneasementother than afixed life easementand

(i) anetwork sparein respect of the period before whiakepreciation
for the network sparein question commences und&GAAP and

(b) in all other casesyherethe asset'sphysicalasset lifeat the end of the
disclosure yeais nik

() unallocatal depreciations the asset'sinallocated opening RAB
value; and
(i)  depreciationis the asset'®pening RAB value

2.2.6 Depreciation alternativedeprecation method

Where,undera CPRin accordance with claude3.8 analternative depreciation
method is applied to an assetinallocateddepreciationand depreciationfor that
asset, in respect of eaathisclosure yeaof the CPP regulatory perigdare
determined in accordance with thaiternative depreciation method subject tq in
the case olinallocated depreciatiorglause2.2.7.

2.2.7 Unallocated épreciation constraint

For the purpose of clause2.5 the sum ofunallocateddepreciationof an asset
calculated over itasset lifemay not exceed the sum -of
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(@) allunallocatedrevaluations applying to that assen alldisclosure years
and
(b) inthe case of an asset

() in theinitial RAB its unallocatedinitial RAB valueor
(i)  notin theinitial RAB, its value of commissioned asseir value of
found asset

2.2.8 Physical sset life

(1) Physical sset life meanssubject to subclausy2)anrd{4), in the case of

(a) afixed life easementthefixed duration or fixed period (as the case may
be) referred to in the definition dfixed life easement

(b) an extended life assetr a refurbished asseits physical service life
potential as determined by thEDB

(c) anasset determined by thEDBto have aservice life potential shorter
than itsstandard physical asset lifats physical service life potential
determined by arengineersubject to subclause (3);

(d) an asset where th€ommissiorhas applied an adjustment factor in
accordance with clause 4.2.2(3)e asset life determined in accordance
with subclause (4);

—areducedlife-asseat

th ol 3 4 lifod nodi I ith

subelause{4);

(e) afound assetfor which asimilar asset existas described isubclause
2.2.12(2)(b)(i)the asset lifeapplying tothe similar asset;

() a nonnetwork asset, its asset life determined undéAAP

(q) __an assencquired or transferred from eequlatedsupplier, the asset life
that the vendor would have assigned to the asset at the end of its
disclosure yeahad the asset not been transferred;

(h) __an assencquiredor transferred from a entity other than aegulated

supplier.

() where a similar assdb that acquired or transferred alreadxistsin
the EDB the asset lifeassignedo the similar assetor

(i) where a similar asseb that acquired or transferredoes not
alreadyexistin the EDBthe physical service life potential
determined by arengineer, subject to subclausg).

{e)1) an assenot referred to inparagraphga) ¢ (hgd)-
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(i) in theinitial RABand anincluded assetor
(i)  notin theinitial RAB

and-

(i) havingastandard physical asset lifats standard physical asset life
(iv) not havinga standard physical asset lifehe asset lifeapplying toan

asset with arunallocated opening RAB valubat is similain terms
of asset typeorand

(v) in all other casegtsthe physical servicéfe potential determined by

anengineer, subject to subclausg);

{eh(1) anasset(other than a composite asset) not referred to in paragrafd)s

(ge), its remaining physical service life potentz on the last day of the
disclosureyear2009as determined in accordance with the method used
to determinedepreciationfor the purpose of th&2009 disclosure

reports;

{eyk)a composite asset, the average asset life of the assets comprising it

determined in accordance with paragrapfac(if), with the modification

that each such asset life must be weighted with respect to the proportion
of its respectivaopening RAB valut the sum of theopening RAB

valuesof the components in the earlieslisclosure yeain which all
component assets were hetby theEDB

(2) For the purpose of subclaugt), physical asset life means, in the case of a dedicated
assetwhich is not expected to be used by teB®Bto provideelectricity distribution
servicesbeyond the term of the fixed term agreement relating to the asset between
the EDBand theconsumer at the EDB'selection, the term of that agreement instead
of the physical asset life that would otherwise apply under that subclause.

| (3) For the purpose of qaclause (1)(cYd, (1)hg)(ii) and (1)(ke)(v), a determination
made in accordance with this clause byeargineerof physical service life potential

(@)

(b)

in relation to an asset with anmnallocated opening RAB valus deemed
applicable to all assets of similar asset type for which there is a
requirement in this clause for aangineer'sdetermination of physical
service life potential; and

must be evidenced by a report written by tleagineerin question that
includes an acknowledgement by trengineerthat the report may be
publicly disclosed by a@aDBpursuant to anlD determination

(4)  For the purpose of subclause @9)YGH, anEDBmust¢

(a)

in thefirst disclosure yeanf the DPP regulatory periodh which an

adjustment factor is applied by thHtommissionreduce the asset life of
assets that have amnallocatedopening RAB valuesuch that the
remaining average asset life of existing assets indistlosure yeain
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accordance with subclause (i6)the samevalueas theremainingasset
life for existing assetsalculatedunder theDPPfor that disclosure year
whenapplying the formula:
aggregate opening value for existing assettotal depreciation;
and
(b) for an assetommissionedn subsequentlisclosure yearsapply a
reduced asset life to the asset equal to the asset life of an existing asset
of asimilar asset type

(5) Inthis clause

(@) ‘'dedicated asset' means an asset operated for the benefit of a particular
consumerpursuant to a fixed term agreement for trseipply of
electricity distribution servicesbetweenthe EDBin questionand that
consumer

(b) ‘'extended life asset' mearen asset whose physical service life potential
is greater than itstandardphysical asset fe;

(c) ‘'refurbished asset' means an asset on which work (other than
maintenance) has been carried out resulting in an extension to its

physical service life potential,

(d) 'composite asset' means a configuration of two or more assets that is not
capable of operation in the absence of any of those assets.

(6)  For the purposes of subclause (4)(a), tlegainingaverageasset lifefor existing
assets' means the value determined in accordance with the formula

opening RAB valuéor all assets- total depreciation

2.2.9 Revaluation

(1) Unallocated revaluatiors the amount determined, subjetd subclausg3), in
accordancewith the formula

unallocatedopening RAB value revaluation rate

(2) Revaluations the amount determined,ubject to subclausé€3), in accordance with
the formula

opening RAB value revaluation rate

(3) For the purposes of subclaus@dg and(2), where
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(@) the asset'sphysicalasset lifeat the end of thedisclosure yeais nit or
(b) the assetisa

(i) disposed assetor
(i) lost asset

unallocated revaluation and revaluation are nil.

(4) Revaluation ratemeans, in respect of disclosure yearthe amount determined in
accordance with the formuta

(CPy+CP[™) -1,
where-

CPJ meansCPlfor the quarterthat coincides with the end of thdisclosure
year, and

CPJ*meansCPIfor the quarterthat coincides with the end of the
precedingdisclosure year

2.2.10 Revaluationtreated as income

Revaluation for the purpose of determiningrofitability, must be treated as income.

2.2.11 Value ofcommissionedssets

(1) Value ofcommissionedassetin relation to anasset (includingn assetn respect of
which capital contributionswere receivedr avested asse}, ismeansthe cost of the

asset to arEDBdeterminedby applyingGAAR0 the asset as on itsommissioning
date, except that subject to subclaus@), the cost of

(@) anintangible assetunless it is

() afinance leaseor
(i) anidentifiable non-monetary asset

is nil;

(b) aneasementis limited to its market value as on temmissioning date

as determined by aaluer,
(c) easement lands nil;
(d) anetwork spare

(i)  which is not requiredin light of the historical reliabilitgnd number

of the assets it is held to replager
(i)  whose cost is not treatedholly asor part of the cost of an asset
under GAAR

is nil;

(e) anasset
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() acquired from anotheregulated supplier and
(i) used by thategulated supplierin the supplyof regulated goods or
services

is limited to theunallocatedclosingperingRAB valuef the assetthat
would have appliedor the other regulated supplier hadthe asset not
beenacquiredransferredby the EDBIn the period-as-enthethe-day

alfalda nNacomm alallaTala anla af¥a’ a alalla a N a a A_

o—oreee e -, oo >, =

when the asset was transferrdds 'unallocateclosingpenirgRAB value'
is defined in thenput methodologiesapplying to thesupplyof regulated
goods or servicesupphedby theregulated supplie};

() anassetthat was previously used by &DBin its supplyof other
regulatedservicess limited to theunallocated opening RAB valaéthe
assetin relation to thoseother regulated servicess on the day before
the commissioning datgas 'unallocated opening BAsalue’ is defined in
the input methodologiesapplying to theregulated goods or services
suppliedby the EDB;

(g) anassetacquired from aelated party, other than an asset to which
paragraphge)or (f) apply, isdetermined in accordance with subclause
(5);

(h) an asset in respect of whidapital contributionswere receivedvhere
such contributionglo not reduce the cost of the asseten applying
GAAR is the cost of the asset by applyiG@\APreduced by the amount
of the capital contributions and

(i) avested assetin respect of which its fair value is treated as its cost under
GAAR must exclude any amount of the fair value of the asset
determined undeiGAAPthat exceeds the amount of consideration
provided by theEDB and

() _afinance leaseexcludes the value of any asset for which annual charges
arearecoverable cosunder clause 3.1.3(1)(c).

(2)  When applyingsAAPfor the purpose okulbclause(1), the cost of financings-

(a) applicableonly in respect of the period commenciog the date the
asset becomes works under constructiorand terminating orits
commissioning dateand

by—calculatedusindger arate not greater than thé® 5 . weighted average of
borrowing costs for each applicaldésclosure yearron-exempt-EDB

using-subject to-subclaugd)arate-no-greater-than
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(3)

For the purposes of subclause(@)the Wg SA IKGSR | JSNIF IS 27F

calculated for aisclosure yeausing principles set out i@BAAPwhere

(a)

the cost of financing rate is the weighted average of the costs applicable

(b)

to borrowings in respect afapexthat are outstanding during the
disclosure year
the total costs applicable to borrowings outstanding used in

(c)

calculating the weighted averagmust include costs of borrowings made
specifically for the purpose of any particutar

(i) capexprojects, or

(i) capexprogrammes and

the amountof borrowing costs capitalised during tdéclosure year

(d)

must not exceed the amount of borrowing costs incurred during the
disclosure year
if acapital contributionis received by aiEDB the relevant asset

(e)

becomesworks under constructiorfor the purposes of calculatgthe
cost of financing
subject to subclause (i),cpital contributionwill reduce thecostof

(f)

works under constructionfor the purpose of the calculation of the
finance cost, even if theesultingvalueof works under comstruction is

negative
subject to subclause (gj,the value ofworks under constructions

(@

negqative in accordance with subclause (b cost of financing for the
period ending on theommissioning datewvill be neqgative
if the cost of financing an asse&hich isworks under constructioris

(h)

negative under subclause (f), it will reduce the vabfithe relevantasset
or assetdythat negative amount where such a reduction is not
otherwise made undeGAAP

for the purpose of subclausd)( works under comstruction includes

(i)

assets that are forecast to lenhancedor acquired and
if the cost of financing iderived as income in relation tworks under

constructionand isboth-
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()  negative; and
(i) included in requlatory income under &0 determination,

it will not reduce thevalueof the relevant asset or assets whesach reduction
is not otherwisemade undeiGAAP

(4) For the avoidance of doubt

(&) revenue derivedn relation toworks under constructiorthat is not
included in regulatory income under &b determinationor preceding
regulatory information disclosure requirementsduces the cost of an
asset by the amount of the revenue where such reduction is not
otherwise made uder GAAR and

(b) where expenditure on an assethich forms part of the cost of that asset
under GAARs incurred by afeDBafter that asset wasommissioned
such expenditure is treated as relating to a separate asset.

(5) For the purpose of paragraph2.11(1)(g)the cost of &aommissionedasset, or
component of &commissionedasset, acquired from eelated party must be one of
the followingg

(@) the price paid by th&DBfor the assetwhere thecost ofall assets
acquired from therelated partyfirst commissionedn that disclosure
yearis less than
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() one percent of the sum adpening RAB valuef®r the EDBfor that
disclosure yearor

(i)  20% of the cost of all assets fisimmissionedoy the EDBIn that
disclosure year

(b) the pricepaid bythe EDBfor the assetwhere;

(i) atleast 50% of theelated partyQ & s@fra$séts are to third parties,
and third parties may purchase the same or substantially similar
assets from theelated party on substantially the same terms and
conditions, including prigeor

(i)  that price is substantially the same as the price paid for substantiall
similar assetg¢including any adjustments for inflation using CPI or
other appropriate input price index) the preceding disclosure
years from a party other than@lated party;

(c) the price paid by th&DBto the related partyfollowing a competitive
tender process, provided that

(i) the price is no more than 5% higher than the price of the lowest
conformingtender receved;

(i)  all relevant information material to consideration of a proposal was
provided to third parties, or made available upon request;

(i) at least one othequalifyingproposal was receiveand

(iv) the EDBretains for a period of 7 years following toksing date of
tender proposals a record of the tender and tender process,
including request for information and/or proposal, the criteria used
for the assessment of proposals, reasons for acceptance or rejection
of proposals, and all proposals and reqisef®r information on the
tender for the purposes of making proposals;

(d) its depreciated historic cost on the day before the acquisition byEbB&
determinedin accordance wittGAAP

(e) itsinventory value on the day before the acqgstisin by theEDB
determined in accordance witBAAP

(H its market value as at itsommissioning dates determined by &aluer;

(g) its directly attributable cost as would be incurred by the group to which
the EDBandrelated partyare a part, determined in accordance with
GAAR as ifthe consolidated group was tiHeDB

(h) the price paid by th&DBfor the asset, provided

() the price cannot otherwise be determined under paragraphg;(a)
(9), and

(i) no fewer than Airectorsof the EDBprovide awritten certification
that they are sasified that the price of any assets determined in
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accordance with this paragraph reflect the price or prices for those
FaasSda GKIFG ¢ 2dA Rledgh ran&Bm@&hroSR Ay |
@) nil

2.2.12 Value of found asset

(1) Found asset means, in relation talesclosureyear, an asset

(@) other thaneasement land
(b) other than an intangible asset, unless i is

(i) afinance leaseor
(i) anidentifiable non-monetary asset

(c) not having a&commissioning daten the disclosure yeain question;
(d) the value of which

(i) is notincluded as annallocatedopening RAB valua the
disclosure yeain question nor was so included in any prior
disclosure yeapursuant toclause2.2.4(1) and

(i)  was not included inmunallocatedclosing RAB valum any prior
disclosure yeain accordance with clause2.4(2) and

(e) first determined bythe EDBIn the disclosure yeain questionto havea
commissionng dateafter the disclosure yea2009.

(2) The value of found asset

(a) thefound asset'scost calculateadtonsistently withGAAR or
(b) wheresufficient records do not exist to establidhe found asset'scost
for the purposes 0GAAR

() wherean assetvith anunallocatedopening RAB valuéor that
disclosure yeais similar (in terms of asset type and age)he
found assefthe unallocatedopening RAB valuef the similar asset;
and

(i) in all other casests market value as determined byvaluerasat
the date that the assetvasfirst determined to have been
commissionedn a priordisclosure yeaafter thedisclosure year
2009

SUBPART Jreatmentof taxation

2.3.1 Reqgulatory tax allowance

(1) Regulatory tax allowance, iwhereregulatory net taxable incomes-

(@) nil or a positivenumber, thetax effectof regulatory net taxable incomg
and
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()
®3)

(4)

2.3.2

(1)
()

3)

(4)

(5)

2.3.3
1)

)

(b) a negativenumber, nil.

Regulatory net taxable incomerisgulatorytaxable incomelessutilised tax losses
Regulatory taxable incometise amountdetermined in accordance with the
formula

regulatory profit / (loss) before tax+ permanent differencest regulatory tax
adjustments

Regulatory profit / (loss) before tax means t@ount of'regulatory profit / (loss)
before tax' as determined in accordance withl&ndetermination

Tax losses

Utilised tax losses means opening tax lossabject to subclausg).

For the purpose ofubclausgl), utilised tax losses may not exceegjulatory
taxable income

In this clause, pening tax losse relation to adisclosure yeathat commencesd

(@ in 2009 arenil; and
(b) after 2009, are closing tax losse®r the precedinglisclosure year

For the purpose of subclaug8)(b) 'closing tax lossésneans the amount
determined in accordance with the following formula,whicheach term is an
absolute value

opening tax lossescurrent period tax losseautilised tax losses

For the purpose o$ubclausg€4), current period tax losseis, whereregulatory
taxable incomeis-

(@) nil or a positivenumber, nil; and
(b) a negativenumber, regulatory taxable income

Permanent differences

Permanent differences i©i¢ amount determined in accordance with tfemula-

positive permanent differencesliscretionary discounts and customer rebates
negative permanent differences.

For the purpose of subclaugg), ‘positive permanent differencegsieans subject to
subclausg3), the sum of

(@) all amounts of income

(i) treated as taxable were thiax rulesapplied to determine income
tax payable in respect the EDB'ssupplyof electricity distribution
services and

(i) notincluded as amounts of income in determinmegulatory profit
/ (loss) before tax and
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(b) all amounts d expenditure or loss

() included as amounts of expenditure or lassdetermining
regulatory profit / (loss) before taxand

(i)  not treated as deductions were thex rulesapplied to determine
income tax payable in respect ibfe EDB'ssupplyof electricity
distribution services

if the difference in treatment of amounts of
(c) income under paragrapia)(i)and paragrapt{a)(ii} or
(d) expenditure or loss under paragrag)(i)and paragraplfb)(ii),

is a difference that

(e) is not areversalor partialreversalof a difference for a priodisclosure
year, and
()  will notreversein a subsequendisclosure year

(3) For the purpose of subclau¢g), positive permanent differencesxcludes any
amounts that are

(a) amortisation of initial differences in asset valuesr
(b) amortisation of revaluations

(4) For the purpose of subclaugt), 'negative permanent differences' mearsbject to
subclausd5), the sum of

(@) all amounts of income

() included as amounts of income in determiniregulatory profit /
(loss) before taxand

(i)  nottreated as taxable were th&x rulesapplied to determine
income tax payable in respect ibfe EDB'ssupplyof electricity
distribution services and

(b) all amounts of expenditure or loss

(i) treated as deductions were thax rulesapplied to determine
incometax payable in respect ofie EDB'ssupplyof electricity
distribution services and

(i) notincluded as amounts of expenditure or loss in determining
regulatory profit / (loss) before tax

if there are differences between the values in

(c) paragrapts(a)(i)and paragraptfa)(iiy and
(d) paragrapts(b)(i)and paragrapltb)(ii),

and such differences
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(e) are not thereversalof a difference in a priodisclosure yearand
() will notreversein a subsequendisclosure year

(5) For the purpose of subclau¢4), negative pemanent differences exclugamounts
that are-

(@) discretionary discounts and customer rebates
(b) expenditure or loss determined in accordance with the rulesthat is-

(i) interest; or
(i)  incurred in borrowing money; and

(c) any

() tax lossesor
(i)  subvention payment made or received by BDB

(6) Discretionary discounts and customer rebates metesexpenditure or loss allowed
as a deduction under th&ax rulesin respect of the

(&) sum of all payments made; and
(b) value of all credit amounts given,

to personsby anEDBIn respect of thesupplyof electricity distribution services
owing to thosepersons'direct or indirect ownership interest in thEDB

2.3.4 Reqgulatory tax adjustments

(1) Regulatory tax adjustments are determined in accordance with the formula

amortisation of initial differences in asset valiget amortisation of
revaluations- notional deductible interest.

(2) For the purpose of subclaugt), 'notional deductible interest' means the amount
determined in accordance with the formga

((regulatory invetment valuex leveragex cost of deb) +term credit spread
differential allowance

K 0 nosttof deb).

(3)  For the purpose of subclaug®)>s WNX 3 dzf | G2NB Ay @SaldySyid oI ¢
WNB3Idzt | §2NB Ay@SadayYSyid oI t diBdeterRiSalidaNY Ay SR
applicable to thalisclosure yeaand theregulated good or servicen question.

2.3.5 Amortisation of initial differences in astsvalues

(1) Amortisation of initial differences in asset valuessighject to subclaus@),
determined in accordance with the formula
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| openingunamortised initial differences in asset valdegpeningweighted
average remaining useful life oflevantassets.

(2) For the purpose of this clause, 'opening unamortised initial differences in asset
values' means, in respect-of

(@) thedisclosure yeaR010, initial differences in asset values; and

(b) eachdisclosure yeathereafter, subject tasubclaus€4), closing
unamortised initial difference in asset values for the precedlisglosure
year.

(3)  For the purpose of subclaug®)(a) 'initial differences in asset values' meassbject
to subclaus€4), the sum ofinitial RAB value¢ess the sum ofegulatory tax asset
values on the first day of thalisclosure yea2010

(4 C2NJ GKS 1JzN1J32asS 2F adzoOfl dzaS 6m0O> W2LISYyAy
NEBfSOIFLyild FaaSiaQ YSIya
g=a-b
where:

a=the 2010 weighted averagemaining assetife of assets included in the initial
RAB calculated by usingtial RABvaluesas weights
b=disclosure yeatess 2010.
{3)(5) For the purpose of subclaus€l) and (2)

(&) no accounimaybe taken ofunamortised initial differences in asset
values of sold assefeom the date of sale; and

(b) account must be taken afnamortised initial differences in asset values
of acquired assetBom the date of acquisition.

| {4)(6) For the purpose of subclaug®)(b) ‘closingunamortised initial difference in asset
values' is determined in accordance with the formula

Opening unamortised initial differences in asset vakagortisation of initial
difference in asset values

2.3.6 Amortisation of revaluations

Amortisation of revalations is calculated in accordance with the formula
total depreciation- adjusted depreciation

2.3.7 Deferred tax

(1) Opening deferred taxneans, in respect of

(@) thedisclosure yea010, nil; and
(b) eachdisclosure yeathereafter, closing deferred takor the preceding
disclosure year
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(2) For the purpose of subclaug#)(b) 'dosing deferred tax's determined in
accordance with the formuta

opening deferred taxttax effectof temporary differences tax effectof
amortisation of initial difference inasset values deferred tax balance relating
to assets acquired in thdisclosure yeain questionc deferred tax balance
relating to assets disposed of in thsclosure yeam questiornt+ cost allocation
adjustment

(3) For the purpose of subclau¢g), 'deferred tax balance relating to assets acquired in
the disclosure yeain question' means the amount of deferred tax associated with
the assets acquired by tHeDBfrom anotherregulated supplierexcluding the
reversalof temporary adjustments arising asconsequence of the salas
determined in accordance witimput methodologiesapplicable to theegulated
serviceghat the assets in question were usedgopply.

(4) For the avoidance of doubt, the amount referred to in subclai@enust include
proportionate adjustments for

(@) thetax effectof temporary differences and
(b) the amortisation of initial differences in asset values

up to the date the assets in question were acquired.

(5) For the purpose of subclaugg), ‘cost allocation adjustment’ means thax effectof
the dollar value difference between the change in the sumegulatorytax asset
valueson the last day of thelisclosure yeaand the change in the sum ofosing
RABvaluesas a result only of applying

(@) theresult of theasset allocation ratios to thiaax asset valuen
accordance with claus23.9(1) and
(b) clause2.1.1to the unallocatedclosingRAB value

6) C2NJ GKS 1JzN1J2 &S 2F &dzo Of  dzdaS 6 HO X WRSTSNN
in thedisclosure yeainquestiod® Y SI yva GKS I Y2dzydi 2F RSFSNI
the assets disposed of by tliEDBand, where that deferred tax balance is a deferred
tax liability, it musthave anegativevalue

2.3.8 Temporary differences

(1) Temporary differences ifie amountdetermined in accordance with the formula

depreciation temporary differences + positive temporary differennegative
temporary differences

(2) For the purpose of this clausegpreciation temporary differencesheansadjusted
depreciationless tax depreciation.
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(3) For the purpose of subclau¢®) 'tax depreciationmeansthe sum of the amounts
determined for all assets of d8DBby application of théax depreciation ruledo the
regulatory tax asset valuef each asset

(4) For the purpose of subclaugg), 'positivetemporary differencesmeans the sum of

(@) all amounts of income

() treated as taxable if théax ruleswere applied to determine income
tax payable in respect t¢iie EDB'ssupplyof electricity distribution
services and

(i)  notincluded as amounts of income ietdrminingregulatory profit
/ (loss) before tax and

(b) all amounts of expenditure or loss

() included as amounts of expenditure or lassletermining
regulatory profit / (loss) before taxand

(i) not treated as deductions were thtex rulesapplied to determime
income tax payable in respect ibfe EDB'ssupplyof electricity
distribution services

less any amount thadre depreciation temporary differencesf there are
differences between the values-in

(c) paragrapts(a)(i)and(a)(ii} and
(d) paragrapts (b)(i)and (b)(ii),
and such differences

(e) are thereversalof a difference in a priodisclosure yearor
()  will reversein a subsequendisclosure year

(5) For the purpose of subclaugt), 'negative temporary differences' means the sum of
(@) all amounts of income

() included as amounts of income in determinirggulatory profit /
(loss) before taxand

(i)  not treated as taxable were thi&ax rulesapplied to determine
income tax payable in respect ibfe EDB'ssupplyof electricity
distribution services and

(b) all amounts of egenditure or loss

(i) treated as deductions were thax rulesapplied to determine
income tax payable in respect thfe EDB'ssupplyof electricity
distribution services and

(i) notincluded as amounts of expenditure or loss in determining
regulatory profit / (loss) before tax
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less any amount thadre depreciation temporary differencs, if there are
differences between the values-in

(c) paragrapls(a)(i)and(a)(ii} and
(d) paragrapts (b)(i)and (b)(ii),

and such differences

(e) are thereversalof a difference in a priodisclosure yearor
(H  will reversein a subsequendisclosure year

2.3.9 Requlatory tax asset value

(1) Regulatory tax asset value, in relation to an asset, means the value determined in
accordance with the formula

tax asset valué result ofasset allocation ratio
(2) Tax asset valueeans,n respect of
(@) an asset

() in theinitial RABwhere, in thedisclosure yea010, the sum of
unallocatedinitial RAB valuess less than the sum of thedjusted
tax valuesof all assets in thaitial RAB

(i) acquired from aegulated supplierwho used it tasupplyregulated
goods or servicesor

(i) acquired or transferred from eelated party,

the value of the asset determined by applying th& depreciation rules
to its notional tax asset valugnd

(b) any other assetts adjusted tax value
(3) 'Notional tax asset value' means, for the purpose of

(@) Subclausg2)(a)(i) adjusted tax valueof the assein the disclosure year
2010adjusted to account proportionately for the difference between
the-

(i)  sum ofthe unallocatedinitial RAB valuesand
(i) sum of theadjusted tax values

of all assets in thaitial RAB

(b) subclausg?2)(a)(ii) value after applying théax depreciation rulego the
tax asset value (as 'tax asset value' is defined inrtpet methodologies
applying to theregulated goods or servicaa questior) in respect of the
disclosure yeain which the asset was acquired; and

(c) subclausg?2)(a)(iii),value in respect of thdisclosure yeain which the
asset was acquired or transferred that
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(i) consistent with thetax rules and

(i)  limited to itsvalue of commissioned asser, if relevantcapital
contributions aretreated for tax purposes in accordance with
section CG 8 of the Income Tax Act 2007 (or subsequent equivalent
provisions)Jimited to the value of commissioned ass@ius any
capital contributionsapplicable to the asset

(4) Forthe purpose of subclaugt), 'result ofasset allocation ratio' means, where an
assetor group of assets maintained under ttex rules

(&) has a matching asset group of assets maintained for the purpose of
Subpart 2 the value obtained in accordance with the formula

opening RAB valuer sum ofopening RAB valuess the case may
be

unallocated opening RAB valug sum ofunallocated opening RAB
values as the case may be,

applying the formula in respect of the asset or smallest group of
assets maintained for the purpose $tibpart 2hat has a matching
asset or group of assets maintained under the rules and

(b) does not have a matching asset or group of assets maintained for the
purpose ofSubpart 2 the value of the asset allocated to tsapplyof
electricity distribution servieswere clause.1.1to apply to the asset or
group of assets.

SUBPART 4£ost of capital

2.4.1 Methodology for estimating thaveighted averageost of capital

(1) TheCommissiorwill determinea mid-point estimate of vanillAVACGor the
disclosureyeal01l andeachdisclosure yeathereafter

(&) in respect othe 5 yearscommencing on the first day of trdisclosure
yearin question

(b) subject to subclausg), within 1 month of the start of thelisclosure
yearin question; and

(c) in accordance with the formuia

raL+re(1-L).

disclosure-yveal0ll andeachdisclosure yeathereafter-

‘ (2) TheCommissionwill determinea mid-point estimate of postax WACdor the
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(@) inrespect othe 5 years commencing on the first day of ttisclosure
yearin question

(b) subject to subclaus€3), within 1 month of the start of thelisclosure
yearin question; and

(c) in accordance with the formuia

rq(1-ToL+re (1-L).

TheCommissiorwill estimate or determingas the case may be, the
amounts or values
_to which this subclause appliesnd

3}—inrespectof thalisclosureyeal0ll
{4)(3) as soon as practicable after this determination comes into force.
(5)(4) In this clause
L isleverage
rq Is the cost of debt and is estimated in accordance with the formula
It +p+gf
re is the cost okequity and is estimated in accordance with the formula
-i(1-T)b TAMRP
T. is theaverage corporat¢éax rate
r: is therisk-free rate
p is thedebt premiumn
d—is the debtissuance costs;
T, is theaveragenvestortax rate
I ¢ is theequity beta; and
TAMRASs thetax-adjusted market risk premium.
(6)5) For the purpose of this clause

(@) the averagenvestor tax rate, the equity betéhe-debtissuance-costs,
the average corporatéax rate and the tasadjusted market risk
premium are the amountspecified in or determined in accordance with
clause2.4.2 and

(b) therisk-free ratemust be estimated in accordance with claisé.3

2.4.2 Fixed WACC parameters

(1) [Leverages[XX¥14%]

(2) FheaQvVerageinvestor tax rat€lsthe averageof the investor tax ratethat, as at the
date that the estimation is madevill apply toeach ofthe disclosure yearsn the 5
year period commencing on the first day of ttiisclosure yeain question
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(3) For the purpose of subclaug¢®), -investor tax ratéis, for eachdisclosureyear, the
maximumprescribed investor rateapplicable at the start of thadisclosure yeato
an individual who is

{e)a)resident in New Zealand; and
{eh(b)an investor in anulti-rate PIE

(4) Theaverage corporate tax rate iee average of theorporate tax rateghat, as at

the date that the estimation is madeill applyduring the 5 year period commencing

on the first day of thalisclosure yeain question.

(5) [Thee®Bquity betells [XXP-5861.]

H—[FheWrdix-adjusted market risk premiufis, for a5 yearperiod commencing othe
first day ofeach disclosure yeabXXF-0%-|

(9)(6) ad -

2.4.3 Methodology for estimatingisk-free rate

TheCommissionwill estimate arisk-free rate-

(@) for eachdisclosure yearand
(b) subject toclause2.4.1(3) within 1 month of the start of thélisclosure
yearin question,

by-

(c) obtaining, fornotional benchmarltNew Zealand government New
Zealand dollar denominated nominal bonds, the wholesale market
linearly-interpolatedbid yield to maturity br a residual period to
maturity equal to 5 years on eattusiness dayn the 3 months
preceding thestart of the disclosure year

(d) calculating the annualised interpolated bid yield to maturity for each
business dayand

(e) calculating the urweightedarithmetic average of the daily annualised
interpolated bid yields to maturity.

2.4.4 Methodology for estimatin@ebt premium

(1) Debt premiummeansthe spread between
(@) the bid yield to maturity orvanilla NZ$ denominated bondthat-

(i) areissued by akDBor aGPB
(i) are publicly traded;
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(ii) have agualifying ratingof gradeBBB+and
(iv) have a remaining term to maturity of 5 years; and
(b) the contemporaneous interpolated bid yield to maturity raftional

benchmark New Zealand governmexiew Zealand dollaslenominated
nominalbonds having a remaining term to maturity of 5 years.

| (2) TheCommissionwill, in accordance with subclause (8&termine anestimateof an
amount for thedebt premium

(a) for eachdisclosure yearand
(b) subject to claus@.4.1(3) within 1 month of the start oéachdisclosure
year.

(3) For the purpose of subclause (ZF)he amount of thedebt premiumwill be estimated
for eachdisclosure yeaby-

(@) identifying publicly tradedranilla NZ$ denominated bondissued by a
qualifying issuetthat are-

(i) investment grade credit rategdand
(i)  of atype described in the paragraphs of subclai4ge

(b) in respect of each bond identified in accordance with paragi@h

(i) obtainingits wholesale markeannualisedbid yield to maturity;

(i) calculating by linear interpolation with respect to maturity, the
contemporaneousvholesale markeannualised bid yield to maturity
for a notional benchmark New Zealand government New Zealand
dollardenominated nominabond with the same remaining term to
maturity; and

(i) calculatingts contemporaneou@terpolatedbid to bid spread over
notionalbenchmark New Zealand government New Zealand dollar
denominated nominal bondwith the same remaining term to
maturity, by deducting the yield calculated in accordanvith sub
paragraph(ii) from the yield obtained in accordance with sub

paragraph(i),

for eachbusiness dayn the 3 months preceding the start of thelisclosure
year,

(c) calculating, for each bonidentified in accordance with paragraga),
the unweighted artihmetic averageof the daily spread identified in
accordance with paragrapto)(iii), and

(d) subject to subclaus@t), estimating, by taking account of the average
spreads identified in accordance with paragrgphand having regard to
the debt premium estimated from applying tlidelsonSiegeiSvensson
approachin accordance with subclause (&)e average spread that
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would reasonably be expected to applydeanilla NZ$ denominated
bond that-

(i) isissued by aeDBor a GPBthat is neitherl00%majority owned by
the Crown nor docal authority,
(i)  ispublicly traded;
(i) hasa qualifying ratingof gradeBBB+and
(iv) hasa remaining term to maturity of 5 years.
(4) For the purpose of subclau$g)(d) the Commissiorwill have regard, subject to

subclausé€b), to the spreads observed on the following typevahilla NZ$
denominated bonddgssued by ajualifying issuer

(@) those that

() have agualifying ratingof gradeBBB+and
(i) are issued by akDBor aGPBthat is neithe 100%najerity owned
by the Crown nor #cal authority,

(b) those that

() have agualifying ratingof gradeBBB+and
(i) are issued by an entity other than &bDBor aGPBthat is neither
‘ 100%majerity owned by the Crown nor lacal authority;

(c) those that

(i) have agualifying ratingof a grade different t8BB+ and
| (i) are issued by akDBor aGPBthat is neither100%majerity owned
by the Crown nor #ocal authority,

(d) those that

(i) have agualifying ratingof a grade different td8BB+ and
(i) areissued by an entity, other than &DBor aGPBthat is neither
| 100%majerity owned by the Crown nor lacal authority, and

(e) those that are

(i) investment grade credit ratedand
| (i) issued by an entity that 500%majerityyowned by the Crown or a
local authority.

(5) For the purpose of subclaugé)

(@) progressively lesser regavdll ordinarilybe given to the spreads
observed on the bond types describedsubelausé4)in accordance
‘ with the order in which the bond types are describadsubclause (4)
(b) the spread on any bond of the type described in subclgd3that has a
remaining term to maturity of less than 5 years wiitlinarilybe

‘ 244925@555188921099



consideredo bethe minimum spread that would reasonably be
expected to apply oan equivalently creditated bond issed by the
same entity with a remaining term to maturity of 5 years; and

(c) the Commissionwill adjustspreads observed on bonds described under
subclause$4)(b)to (4)(e)to approximate the spread that is likely to have
been observed had the bonds in questibeen of the type described in
subclausd4)(a)

(6) WelsonSiegelSvensson approa€imeans a method for modelling yield curves and
term structures of interest rates which establishes a relationship betweengésm
maturity and thedebt premium,_wherea curve is generated by changing the
parameters of a yield curgzf@nctional form to minimise the squared deviation
between estimated and observed values.

245 Standard-errorof debtpremiym
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247245 Methodology for estimating th&®/ACGangeand the 67th percentile of the

(1)

(2)
®3)

WACC
TheCommissiorwill determinea WACC rangr eachmid-point estimate of WACC

(@) for eachdisclosure yearand
(b) subject to claus®.4.1(3) within 1 month of the start of thélisclosure
yearin question

For the purpose of subclaugg), WACC randgeneans the values falling between the
25th percentile and 75th percentile inclusive tdie mid-point estimate of WACC
[For the purpose of subclauge)

(@) the mid-point estimate of WACGnust be treated as the 50th percentile;
and
(b) the-

(i)  75th percentilemust be determined in accordance with the formula
mid-point estimate of WACG 0.6743 standard errorand
(i)  25th percentilemust be determinedn accordance witlthe formula

mid-point estimate of WACC0.6743 standard error,
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where standard-errokmeansthe standard errorof the relevantmid-point
estimate of WACGs [XXB-0113-as-determinedin-accordance-with-clause
246201 2.4.6(3)asthecasemayte

(4) TheCommissiorwill determine a 67th percentile estimate of vaniACCanda 67"
percentile estimate oposttax WACGE

(@) for eachdisclosureyear; and
(b) within 1 month of the start of thelisclosure yeain question.

(5) [For the purpose of subclause {4)

(&) the mid-point estimate of WAC@nust be treated as the 50th percentile;
and
(b) the 67th percentile must be determined in accordance with the formula
mid-point estimate of WACG- 0.440 x standard error,
where standard-error-meanthe standard errorof the relevantmid-point estimate
of WACGs [XXP:0113-as-determined-inaccordance-withclause 2.4-6(2) 0+ 2.4.6(3),
as-thecase-may-be

249 .4.6 Publication ofestimates

TheCommissiorwill publish all determinationandestimates that it is required to
make by thisubpart

(@) onits website; and
(b) no later than 1 month after having made them.

24P 4.7 Interpretation of terms relating to term credit spread differential
(1) ‘Qualifying debfmeans a line of debt

(@) with an original tenor greater than 5 years; and
(b) issued by aualifying supplier

(2) Qualifying supplier meansragulated suppliewhose debt portfolio, as at the date
of that supplier's most recently published auditBdancial statements, has a
weighted average original tenor greater than 5 years.
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2410 4.8 Term credit spread difference
(1) [Term credit spread differenas determined in accordance with the formula

TxU,
where-

(@) 'T'is the amount determined in accordancéwthe formula
[XXP-009559x (original tenor of theualifying debtc 5 e WA-c4e
¥,

exceptthatwhere thatamountis
(—lessthan-0.0015 T is 00015 and
4—more than 0006 Tis 0.006and

(b) 'U'is the book value in New Zealand dollars ofduelifying debtat its

date of issug

£3)(2) For the purpose of this clause, where thealifying debtis issuedo arelated party,
‘original tenorof the qualifying debt means the

(@) tenor of thequalifying debt or
(b) period from thequalifying debts date of issue to the earliest date on
which its repayment is or may be required,

whichever is the shorter.
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2411249 Methodology for estimating term credit sprealifferential

(1) This clause applies to the determination of the amount of tamgn credit spread
differential in respect of ayualifying debtfor the purpose of disclosure pursuant to
an|D determinationof a

(a) term credit spread differential allowancgor
(b) term credit spread differential

(2) Disclosure to which this clause applies may only be madegonal#fying suppliet
(3) Term credit spread differentiad theamount determined in accordance with the
formula-

(A+B)x CxD,
where-

&—'A'is the sum of théerm credit spread difference-

(h—termereditspread-diferenceand

X : . . |

- debtissuance costradjustment

{e¥b)'B' is the book value of thgualifying supplier'stotal interestbearing
debt as at thebalancedate ofte-whichthe supplier'sinancial statements
audited andpublishedin the disclosure yeain questionrelate;

H(c) 'C' isleverage and

{gYd)'D'is, in relation to theyualifying supplief the average of

(i) the sum ofopening RAB valuesind
(i)  the sum ofclosingRABvalues
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PART 3 INPUT METHODOLOGIES FOR BOTH DEFAULT AND
CUSTOMISED PRIQBALITYATHS

SUBPART Bpecificationof price

3.1.1 Specification and definition of prices

(1)  For the purpose of s 53M(1)(a) of tAet, the maximunrevenues that may be
recovered by aEDBwill be specified in a s 52P determination as a revenue cap,
wherebyforecast revenue fronpricesmust not exceedorecastallowable revenue
for eachdisclosure yeapof the requlatory period

(2)  For the purpose ofetting the maximum revenues undsubclause (1}he annual
increasein the forecast allowablerevenueas a functionof demandfor the
disclosureyearmay not exceed the percentage of therecast allowable revenuas
a function of demandcalculated as specified in a s 52P determination.

(3) __ For the purpose of this subpatl T 2 NE O & (i LNNENIBIdimSosFelERr Y
meansthe forecast revenue used by &iBto setprices where forecast revenue is
the total of eachprice multiplied by each forecagjuantity.

(4) _ For the purpose of this subpaM#INBE O 4 G I f { sgpediiéd$ aNRB Sy dzS Q
determination and includgbe-sum-of

(a) _forecast net allowable revenug

(b) forecastpassthrough costs and

(c) forecastrecoverable costsincludingexcludinganyrevenue washup
draw down amountunder clause 3.1.3(1)(vand

(d) _the balance of thevash-up accountbefore calculatin@n amount for
draw down fromthe wash-up accountas arevenuewashup draw down
amount for the disclosureyear.

(5)  For the purpose of this subpatt! T 2 $i&l@able revenuas a functio2 ¥ RS Yl Yy RQ
is theforecastallowable revenuefor the disclosureyear divided by gunction of
demand as specified by tteommissiorat the start of therequlatory periodin a s
52P determination.
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(6)

For the purpose athis subpartclause{2)$¥Hrecast net allowable revend#or the first

eachdisclosure yeaof arequlatory periodwill be specified by th€ommissiorat
the start of therequlatory periodin a s 52P determination

(7) as-theforecastamountthatmay berecovered by EiaBfFor eachdisclosure year
of the requlatory periodafter thefirst disclosureyeax YT 2 NB Ol ad y S
NBE @Sy dzSQ Jovapplying Odzf | (1 SR
(a) theforecast net allowablerevenuanputmethodoelegiesfor the
precedingdisclosure yeanPart4-ofthis determination
(b) theforecast CPlas specified in subclaus@#pplicable-tathe disclosure
year-and
(c) anyX factor applicable to thEDB
(8)  For the purpose othis subpart YbrecastCP{Imeans

(a) __a quarter prior to the quarter for which the vaniNdACGCapplicable to
the relevantDPPrequlatory periodor CPP requlatory periodas
determined,CPlexcluding any adjustments made under paragraghs (
or (c) of the definition oCPlarising as a result of an event that occurs
after the issue of the Monetary Policy Statement referred to in paragraph
(b);

(b) each later guarter for which a forecast of the change in headliRéhas
been included in the Monetary Policy Statement last isdmethe
Reserve Bank of New Zealand prior to the date for which the vanilla
WACGapplicable to the relevaDPP regulatory periodr CPP
regulatory periodwas determined, the&CPllast applying under paragraph
(a) extended by the forecast change; and

(c) _in regpect of later quarters, the forecast last applying under paragraph
(b) adjusted such that an equal increment or decrement made to that
forecast for each of the following three years results in the forecast for
the last of those years being equal to thedat midpoint for the change
in_ headlineCPlIset out in the Monetary Policy Statement referred to in

paragraph (b).
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4Y9) PricesImeans

(@) individualtariffs, fees or charges; or
(b) individualcomponents thereof,

postedin nominal termsexclusive of5STor the supplyof anelectricity
distribution service and must include pesteddiscounti-a-discount-igaken up
by consumers
5y —Inthisclause
{6)(10)'Qgquantityies meansthe amountssupplied{etherthanforecas)-of electricity
distribution servicescorresponding to the extent practicable prices expressedn
units ofkWh, kVA, kW, dagr other unit applicable tosuchsupply. anrd
(4)(11) 'pPasteddiscount’ means a discount to charges payable forsimeply of electricity
distribution services

(@) thatis offered by afEDBn-a-published-tariff scheduland
(b) the take-up of whichis determined byconsumers and

(c) that applied when thdorecast net allowable revenu&vas determined

31.33.1.2  Pasghrough costs
(1) Subject to subclaus@), a pasghrough cost is

(a) a costlisted in subclausé); or

b)y—subject to subclausEs),-

{e}— acostlewy, other than onelisted insubclaus€?2), specified by way od s
52P determinatioramendmentto-theDRPP-determinationor

{eh(b)
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(2) For the purpose of subclaugt)(a) the costs are

(@) rates on system fixed assets paid or payablamiDBto alocal
authority under the Local Government (Rating) Act 2084
(b) leviespayable

() underregulations made undes53ZE of thé\ct;

(i) under regulations made under the Electricity Industry Act 2@10;

(ii) by all member®f the Electricityand Gas ComplaintSommissioer
Schemeby virtue of their membership

(3) For the purpose of subclaug#)(b) the levyrer-cost in question must
(@ be

() associated with thesupplyof electricity distribution services

(i)  outside the control othe EDB

(i) not arecoverable cost

(iv) appropriate to be passed through tmnsumersand

(v) one in respect of whicprovision for its recoveris nototherwise
made explicitly or implicitly in thBPPor, where applicableCPP
and

by—come into effect during ®PPregulatory periodor, where applicable,

(4) Forthe purpose of subclaugt), where a cost relates to botalectricity distribution
servicesand other servicesuppliedby the EDBonly the proportion of the cost
attributable to thesupplyof electricity distribution servicegas determined in
accordance witltlause2.1.1), may bea passthrough cost

3-1.43.1.3  Recoverable costs
(1) Arecoverable cosis a cost that is

(@) any amount that ig

() anlIRIS incentive adjustmentalculated in respect of @on-exempt
EDB or

(i) apositive net balance determined in accordance with clause
3.3.15(2), provided that any requirements pursuant to Hh
determination regardingauditor certification of any value
determined in accordance witBection 3 of Subpart3ave been
met;

(b) acharge payable tbranspowerfor electricity lines serviceprovided to
| an hReh-exemptEDBIN respect of the transmission system in accordance
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with the transmission pricing methodologyanspoweruses to
determine the prices it charges for its services, as specified in the
Electricity Industry Participation Codacluding any sucbharges on
charged at cost by third partyto an Rer-exemptEDBthat does not
have a transmission agreement withanspowerfor the relevant point
of supply

(c) acharge payable by &DBto Transpowerin respect of a new
investment contrac{as'new investment contract' idefined inthe
Electricity Industry Participation Codeetweenthose partiesor an
equivalent type of contract

(d) acharge payable by aBDBfor the supplyof systemoperator services
where 'system operator' has the same meaning as definedSrof the
Electricity Industry Act 2010 the extent that thecharge is not pass
through cost

(e) anamount of a charge describedgaragraphgb) or (c)that the
Commissioris satisfied afeEDBhasavoided liability to pays a result of
the EDBhaving purchased transmission assets frbranspower subject
to-

(i) the requirement specified in subclaug®);, and
(i)  subclaus€4);

() adistributed generationallowance

(g) clawback applied by th€ommissiorunder sections 54Kjar 53ZB(3)
of the Act;

(h) a standard application fee for@PP proposainder 53Q(2)(c), subject to
the provisospecified in subclaug®);

() afeenotified by the Commissioras payable by th&DBin respect othe
Commissiorassessing &@PP proposand determining &PHnN
accordance with s 53Y of thct, subject to theprovisospecified in
subclausgb);

() afee payable to &erifier, subject to the requirement specified in
subclaus€3);

(k) anyauditor's cost incurredfor the purposeof meetingclauses.1.4or
5.5.3 subject to the requirement specified subclausg3);

() afee payable to aengineerfor the purpose of meeting a requirement
of clauses 5-4-5(c)+5.4.12(4)be), subject to the requirement specified
in subclaus€3);

I bi I . fiod.i hel )
{m(m) acatastrophic event allowanceas specified in BPP determination
or CPP determination
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{e)(n)anextended reserves allowancgesubject tothe requirements specified
in subclauses (2) and (7);

{py(0)a quality incentive adjustment

{ep(p)the amount calculated for aon-exempt EDBn accordance with the
following formula for eacldisclosure yeaother than the first in PP
regulatory periodor CPP regul@ry period for which the starting prices
were determined by the CommissiamaDPP _determinatioror CPP

determinationunders-53R(3)q)
capex wash-up adjustmen
(<2 Pad) X (1+7)7+08
-1
whereg

I is the number oflisclosure yearsn the DPP regulatory periogr
CPP requlatory perigd

r is thecost ofdebt applying to theDPP regulatory periodr CPP
regulatory period and

y is the number oflisclosure yearpreceding thedisclosure yeain
question in theDPP regulatory periogr CPP requlatory periad

{5)(g) an amount calculated for aon-exempt EDBf the acquisition of the

transmission asset is not completed prior to the commencement of a

regulatory periodin accordance with the terms of any contract setting

out the terms and condition of sale, in accordance with the following

formula for adisclosure yeain aregulatory periodother than the first

disclosure yeat
(transmissiun asset wash-up adjustmen
-1

x (1+7)7+0s

whereg
I is the number oflisclosure yearsn the regulatory period
r s thecost of debtapplying to theregulatory period and
y is the number oflisclosure yearpreceding thedisclosureyearin
question in theregulatory period

{sr) the 201315 NPV washup allowance o+

(s) _areconsideration event allowanceas specified in BPP determination
or CPP determination

(t) afee payable to aengineerfor the purpose of meeting a requirement
of clause 4.5, subject to the requirement specified in subclause (10);

(u) anurgent projectallowance as determined by th€ommissiorunder
subclause (11)r

H(v) arevenue washup drawdown amount drawn down toforecast
allowable revenuen-thedisclosure-yeafrom the washrup account as
specifiedin subclause (13).
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| (2)  The requirement of this subclause is thatrespect of a particuldeDB the
Commission'sapproval forthe amount of cost must bebtainedin accordance with
any procesgelating to the type otost in questiorspecified in PP determination

{2Y(3) The requirement of this subclause is thhé amount thatmaybe recoveredn

respect of a particulaeDBmust be specified by th€ommissiorin aCPP
determination.

| {3)(4) For the purpose of subclaugg)(e)(ii) the amount is a recoverable cost only in the
disclosure yeardrom and including thelisclosure yeain respect of which the
Commissiorfirst approved the amounof the cost

| {4)5) For the purpose of subclausgl)(h)and(1)(i) the provisois that theCPRoroposalis
not discontinued by th&€ommissiorunder s 53%f the Act.

| BY) LYy GKA&a Of I dzaSs WoOf SOIMMDALRS LFIRYA 1XWEI y & W,
is defined in the Electricity Industry Act 2010

| {6)(7) For the purpose ofiving approval under subclae (2) in respect of aextended
reserves allowancgthe Commissiorwill have regard t@ny policy intent stated by
the Electricity Authorityas to whethec

(@) some or alcompensation payment® be made byan EDBunder the
extended reserves regime would k&pected to constitutaegative
recoverable costandbe passeehrough toconsumersvia
correponding reductiosin prices and

(b) revenueghat an EDBmay receivaunderthe extended reserves regime
would be expected tte treated as unregulated income

(7)(8) Forthe purpose ofubtclause3-1-31)pg0 = G KS Y adjuiSntenty | AZEK |y
amountequal to thepresent value of the difference in the seriesfofecast net

allowable revenuefor the disclosure year®f building-block-allowableavenues
beforetaxforthe DPPregulatory periodor CPP regulatory perioth question

subject to clause (9jrom adoptingg

(@) the sum ofvalue of commissioned assets the building block allowable
revenue before taxfor eachdisclosure yeathat follows thebase yeaiin
the precedingDPP regulatory period

instead of

(b) the forecast aggregate value of commissioned asse¢termined by the
Commissiorin respect of each of thosdisclosure yearsvhen
determining prices in accordance wilDPP determinatioror CPP
determination, or an amendment there&53R{3)}b)

{8)9) For the purpose of subclaus8)¢

(a) necessary adjustments may be made to thelding block allowable
revenue before taxfor adisclosure yeato enable the setting of the
forecast net allowable revenuéor adisclosureyear;
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{ayb)the present value must be determined by discounting huéding block
allowable revenue before taxto the end of the precedin@PP
regulatory periodusing a discount rate equal to tMYACGapplied by the
Commissiornn setting prices for th®PP rgulatory periodor CPP
regulatory periodin question

{B)(c)the series obuilding block allowable revenugbefore taxfor the DPP
regulatory periodare those used to reset starting prices based on the
current and projected profitability of eadBDBand must

(i) be calculated using theamemethodology that wasapplied by the
Commissiornin setting starting prices for thEDBfor the DPR
subject to subparagraphs (ii) and (iii)

(i)  for the purpose of subparagraph (i), adopt the sundepreciation
calculated under P& in respect of eacHisclosure yeathat
follows thebase yeaiin the precedingDPP regulatory periodior
assets having eommissioning daten any of thosedisclosure years
and

(iif)  for the purpose of subparagraph (@¢doptthe same values for all
other inputs to the calculation djuilding block allowable revenue
before tax

(d) the series obuilding blocks allowable revenubefore taxfor the CPP
requlatory periodare those used in setting the seriesméximum
allowable revenue after taxin accordance with clause 5.3.4@Nd must

() be calculated using theamemethodology that wasapplied by the
Commissiorin setting starting prices for thEDBfor the CPPsubject
to subparagraphs (ii) and (jii)

(i) for the purpose of subparagraph (i), adopt the sundepreciation
calculated under Part 2 in respect of eatibclosure yeathat
follows thebase yeaiin the precedingDPP regulatory periodior
assets having e@emmissioning daten any of thosedisclosure years
and

(i) _for the purpose of subparagraph (@doptthe same values for all
other inputs to the calculation dfuilding block allowable revenue

before tax

{eYe)wherebuilding block allowable revenuebefore taxfrom adopting the
sum ofvalue of canmissioned assetexceed thebuilding block
allowablerevenuesbefore taxfrom using theforecast aggregate value
of commissioned assetdhen the difference is a positive amount of
capex waskup adjustment

| {eh(f) wherebuilding block allowable revenugbefore tax from adopting the

sum ofvalue of commissioned asseis less than théuilding block
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allowable revenues before takrom using theforecast aggregate value
of commissioned assethen the difference is a negative amount of
capex waskup adjustment; and

(@) where aCPPapplies in respect of disclosure yeaduring theDPP
regulatory periodthen the amount of capex washp adjustment for that
disclosure yeaand each subsequenlisclosure yeaof the DPP
regulatory periodwill be specified by th€ommissionn the relevant
CPP determinationtakingaccount thepartial recovery of thecapex
washup adjustment in priodisclosure year®f that DPP regulatory
period.

(10) For the purpose of subclause {))the amountthat may be recovered byneEDBwill
be specified by th&Commissionn anamendment to theDPP determination

(11) Wrgent projectallowancé&dneans the allowancdetermined by theCommissiornin a
CPP determinatiornn respet of additional net costs where these costs

(a) __exceed those already provided for irb&®P determinatioror CPP
determination;

(b) _will not be included in &alue of commissioned assgand

(c)  will beere prudently incurred by aEDBbefore commencement of the
resultingCPP requlatory perioth responding to amirgentproject that
occurred in the timeébetween the submission of @PP proposand
determinationof the resultingCPP _determinatiorby the Commission

(12) For the purpose of subclause (§){ anEDBmust for eachdisclosure yeat

(a) __performa revenue wastup calculation as specified inr@levants 52P
determination;

(b) record in thewash-up accountanyvoluntary undercharging deduction
amount in accordance with subclause (13)(a);

(c) record in thewashup accountanywash-up amounts calculated in
accordance with subclause (18))(

(d) _record in thewash-up accountany revenue washup draw down

amountin-acecerdance-with-subelause-{1g)(and

(e) record atime value of money adjustment in theash-up account

(1) landusing a
rate equal to themost recentlypublished67th percentileestimate
of WACCand

(i) by applying the method as specified in a s 52P determination

(13) For the purpose of subclause (12

(@ WYP2f dgf/(RISNNEOK I NHA YV 3 RS R drtaindust deductéc? dzy (i Q
from the wash-up account calculatedusing-aformuldased on the
difference betweerforecast allowable revenuand theforecast
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revenue from pricesapplied in accordance with clause 3.1.1{3s
specified i s 52P determination;

) Wol-drlK | Y2dzy 1 Q YSI va S(dfyznd@Ouithel 2 & dzo Of
wash-up-accounito-recordthe difference betweeractual allowable
revenueand actual revenuefor adisclosure year

(c) where theactual allowablerevenueexceeds thectual revenuefor a
disclosure yearthe washrup amountfor the disclosure yeathat may be
recorded in thewash-up accountshall becappedat an amount
comprising20% of theforecast netallowable revenuefor the first
disclosure yeaof the regulatory periodas adjusedto reflect the
revenue washup draw down amountfor the disclosure yeaandthe
impact of any limit on thdorecast allowable revenueinder clause
3.1.1(2) for thedisclosure year

(d) WI O dzI fdorNEgAI&VirelzSirin a revenue waship calculation
means the revenue amount calculated in accordance with a s 52P
determination that

(i)  includesactual revenue fronprices and
(i) includesother requlated income
(e) WI O dzl f I £ f 2 ¢ Hisclbs8Sre yeRinZhSelatnteWashi NJ |
calculationincludes

(i) actual net allowable revenue

(i) passthrough costs and

(i) _recoverable costsincluding anyevenue washup draw down
amount;

() WI Ofedilfff 26 6f S NB IdsflanBe@earbi2id] G KS T A NE (

requlatory periodmeansthe forecastnet allowable revenuefor that
disclosureyearin accordance with clause 3.1.1{6)

(@ WI Ofetrlftf 261 6f S NBdESGoguierear of e régul&dryO K
period after the firstdisclosureyearis calculated by applying

(i) the actual nd allowable revenuefor the precedinglisclosure year

(i) the CPIin place of theforecast CPlo the extent thatforecast CPI
was applied in settingricesfor this disclosureyearin accordance
with clause 3.1.10); and

(i) _the X factor that was used when tli@recast net allowable revenue
was originally determined for thdisclosureyearin accordance with
clause 3.1.@7); and

(hy WNBEGSydiA) RINAK R2g6Y -I Y2dzy i Q YSI ya
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(i) subject to subclause (ii), an amount drawn down fribva washup
accountand applied tdforecast allowable revenuén each
disclosureyearwhen settingprices in accordance with the
requirements of a s 52P determinatipand

(i) __if the balance of thevashrup accountbefore settingpricesis a net
excess amount adctual revenuesver actualallowable revenuesn
respect ofearlierdisclosure yearsthe amount drawn down shall be
such that the balance of th&ashup accountis reduced to nil in
respect of each earliatisclosure year
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SUBPART Amalgamations

3.2.1 Treatment of amalgamations

(1) TheDPPof non-exempt EDBsubject toDPPghat haveamalgamatedmust be
aggregated from the start of theéisclosure yeafollowing theamalgamation

(2) ADPPfor an amalgamate@&DBformed froman EDBsubject to aDPPandan EDB
subject to aCPPRapplies at the end of thexistingCPP

(3) ADPPfor an amalgamated&DBformed from 2EDBsach subject to £PPRapplies at
the end of the existinCPPs
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(4)

()

(6)

(7)

(8)

Nothing insubclause$2) and(3)

(@) precludesa CPRapplying to the amalgamateiDBat the end of the
existingCPPRor CPPsas the case may baor

(b) derogates from the application of@BPPto electricity distribution
serviceshat are-

() suppliedby the amalgamate&DB and
(i)  not specified services,

pendingexpiry of anyDPPor CPPapplying to thespecified services

A CPHor an amalgamated&DBmay not apply before 8isclosure yearef anyCPP
applying to theEDBd9rom which it was formedhave been completed

Upon the determination of £PHor an amalgamate@DB the termination date of
any CPRo which the amalgamate@&DBis subject, pursuant to subclausgy and (3),
is treated as amended to the day before the day on whichGRéfor the
amalgamated=EDBwill apply.

Following aramalgamation the Commissiormay not resettartingprices for
specifiedservicedo take effect during the remainder of thregulatory period
applicable to the specified servicezcept

(@) for the purpose of s 54K; or
(b) when making, upon application and in accordance with this clau€® R
determination for the amalgamatedDB

For the purpose dthis clause, 'specified services' meargulated goods or services
suppliedby the amalgamate@&DBthat, at the time of amalgmation, were subject to
aDPPor aCPP

SUBPART Mcrementalrolling incentive scheme

SECTION 1 Annual IRIS incentive adjustments

3.3.1 Calculation of annual IRIS incentive adjustment as recoverable cost

(1)
)

Anon-exempt EDBnust calculate atRIS incentive adjustmeribr eachdisclosure

year of eachregulatory period

¢tKS WLwL{ AyOSYiA@S lIRe2dalGYSyiQ A& GKS
formulag

opex incentive amount+ capex incentive amount

SECTION 2 Operating expenditure incentives

3.3.2 How to calculate opex incentivamounts

(1)

Anopex incentive amouninust be calculated for eadisclosure yeaof a
regulatory period subject to subclaus&d).
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(2) ¢KS W2LISE Ay 0OSyidstlasdrSyeaisvas ampuntequal fokikde sumaof

(@) allamounts carried forwardnto that disclosure yearfrom adisclosure
yearin a precedlngegulatory perlod and

meenﬂve#e#t—hat—d%elesm:e—yeaan adlustment to the opex incentives

applicable under clause 3.3.4¢1)

(i) the amountcalculated in accordance with the following formula for a
disclosure yeain the DPP requlatory period

Adjustment to the opex incentive
( 1 ) x @ty

whereg

I is the number oflisclosure yearsn the DPPregulatory period

r is thecost of debtapplying to theDPPor CPRn question; and

y is the number oflisclosure yearpreceding thedisclosure yeain
guestion in theDPPregulatory period or

(i)  where subclause (3) applias].

(3 C2NJ KS LJzN1J2 aS 2F adzoOf4+ dzaS o PoPHOHULAOUL O

(a) the firstdisclosure yeaof the DPP requlatory periodor
(b) adisclosure yeain aDPP reqgulatory periodommencingorior to 1 April
2020.

£3Y4) Anopex incentive amounshall not be calculated:

(@) by Orion New Zealand Limited, for agigclosure yeain aregulatory
period commencing on, or prior to, 1 April 2020; and

(b) by any otherEDB for anydisclosure yeacommencing prior to 1 April
2020, unless th&DBbecomes subject to @PRetherthan-aguality

standardvaration CPP
3.3.3 How to calculate the apunt carried forward to subsequent disclosure years
(1) 'Yy WEY2dzyid OF NNASR T2 NJVYIdiskRsureYednia o0S O f Odz
regulatory period subject to subclause (6).

(2) ¢KS WIY2dzyd OF NN Siselostrg yeziof adguatody geNdd 0 KS T A N&
including the firsdisclosure yeafollowing expiration of &P Retherthan-aguahty

standard-varation-CRRapplicable to theEDB subject to subclause (5), is calculated
in accordance with the formuta

forecast opex¢ actual opex

whereg
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t meansthe disclosure yeain question.

B ¢KS WIY2dzyid Ol Nisdosuie yehtRalit notNiFe frst dr ;M |
disclosure yeaof aregulatory periodis calculated in accordance with the formgla
(forecast opex¢ actual opex) ¢ (forecast opex; ¢ actualopex.1)
whereg
t means thedisclosure yeain question; and
t-1 means thedisclosure yeapreceding thedisclosure yeain question.
(4 ¢KS WIY2dzyid OF NN @sklosireyWant akeRuatory gefitd 6 KS £ | &
| {other than-agualiy-standardvaratorCRRregulatonspergds nil.
(5) Where anEDBis subject to &©PP determinatiorfor no more than one consecutive
disclosure yeaof the DPP regulatory period (0 KS WI Y2dzyd OF NNASR T

disclosure yeais nil.
(6) Anamount carried forwardshall notbe calculated:

(a) by Orion New Zealand Limited, for agigclosure yeaccommencing prior
to 1 April 2019; and

(b) by any otherEDB for anydisclosure yeacommencing prior to 27
November 2014,

(7) Eachamount carried forwardis notionally carried forward from thdisclosure year
in respect of which it is calculated into each of the subsequeatis&osure years
8 WC2NBOIFal 2LISEQ: &adzo 23500 distlosd yealzd Sa o0 ®o dm

(@) in aDPP regulatory periocépplying to arEDBfor which starting prices
applicable to theEDBwere determined by th&€Commissiorunder s
53P(3)(b) or s 53X(2), the amount of foreaasérating expenditure
specified by theCommissiorfor the relevantdisclosure yeain the DPP
determination for the purpose of calculating aspexincentive amount

(b) in aDPP regulatory periocpplying to arEDBfor which the prices
applicable to theEDBwere the prices that applied at the end of the
precedingDPPregulatory periodor CPP regulatory periodhe amount
of forecastoperatingexpenditure specified by theCommissiorin the
DPP determinatioror otherwise notified to theEDBby the Commission
or

(c) in aCPP regulatory perio¢btherthan-aguality-standard-varation-GRPP

regutatenperod-applying to arEDB the amount offorecast operating
expenditurespecified by theCommissiorfor the relevantdisclosure

yearin accordance with clause 5.3.2(6)(b).

9 Ww! Oldzk £ 2 LIS E pekating éostAllochtatizodistiiicity2dtribution
servicedor the relevantdisclosure yearcalculata in accordance with Part 2.
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3.3.4 How to calculate the adjustment to the opex incentive for the second year of a
requlatory period

(1) Anadjustment to the opex incentivanust be calculated in thdisclosure year
immediately following atarting price yeay unlesghe disclosure yeain question is
also astarting price year
Standard case DPP
(2) For anEDBsubjectto theDPRE  dzy'f S&da& &dzo Of  dzZaS on0O | LILIX A S
21LISE AYyOSyiA@dSQs ¢ KSNB (DRESregalatdry@riadyed LINRA OS
(@) determined by theCommissionn accordance with s 53P(3)(b) of tAet,
Aad Fy FY2dzyG Sljdzrf G2 GKS WolasS &St N
accordance with clause 3.3.5; and
(b) the prices that applied at the end of the precediD§Pregulatory period
or CPRegulatory period is an amount calculated in accordance with the
formulag

base year adjustment termroll-over adjustment term
whereg

base year adjustment terrmeans the amount calculated in
accordance with clause 3.3.5; and

roll-over adjustment ternmeans the amount calculated in
accordance with clause 3.3.6.

Standard case CPP
B) ¢KS Wl R2dzAlGYSyYyl (2 HDRsBbje JAPRathgr®hSnali A 0SQ T2
guality-standard-varation-CPPPunless subclauses (5) or (6) applies, is calculated in

accordance with the formulg
base year adjustment termbaseline adjustment term
whereg

base year adjustment terrmeans the amount calculated in accordance with
clause 3.3.5;

baseline adjustment terrmeans the amount calculated in accordance with
clause 3.3.7).

Special case of a DPP following a single starting price year

(4 ¢KS WFIRedzadYSyid (2 HDRsbbje@ tadthéDPRwWhéndhg (i A 3SQ F2
disclosure yeaimmediately preceding the curremégulatory periodwas astarting
price year is calculated in amrdance with the formula

base year adjustment termroll-over adjustment ternm¥ one-year
adjustment term I+ one-year adjustment term Z oneyear adjustment
term 3
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whereg

base year adjustment terrmeans the amount calculated in accordance with
clause 33.5;

roll-over adjustment ternmeans the amount calculated in accordance with
clause 3.3.6;

oneyear adjustment term Ineans the amount calculated in accordance with
clause 3.3.8(1);

oneyear adjustment term Zneans the amount calculated in accordanaéh
clause 3.3.8(2); and

oneyear adjustment term 8eans the amount calculated in accordance with
clause 3.3.8(3).

Special case of a CPP following a single starting price year
G) !'yfSaa adzoOfldzaS 6cuv | LI ASas ERES Wk Ra2dzai
| subject to aCPRetherthan-agquality-standard-varation-cRPPwhen thedisclosure
yearimmediately preceding the curremegulatory periodwas astarting price yeay
is calculated in accordance with the formgla

base year adjustment termbaseline djustment term+one-year
adjustment term X oneyear adjustment term 2 one-year adjustment term
3

whereg

base year adjustment terrmeans the amount calculated in accordance with
clause 3.3.5;

baseline adjustment terrmeans the amount calculated in acdance with
clause 3.3.7);

oneyear adjustment term Ineans the amount calculated in accordance with
clause 3.3.8(1);

oneyear adjustment term Pneans the amount calculated in accordance with
clause 3.3.8(2); and

oneyear adjustment term 8heans the amont calculated in accordance with
clause 3.3.8(3).

Special case of a CPP following two consecutive starting price years
6) ¢KS Wik Re2dzalYSyl (2 HDRsbhje@ td)dPRathgrthSnal A S Q T2
guality-standard-vardation-CPPwhen the twodisclosureyearsimmediately

preceding the currentegulatory periodwere each atarting price yeayis calculated
in accordance with the formuta
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baseline adjustment ternt one-year adjustment term 4 one-year
adjustment term 5+ one-year adjustment term 6 one-year adjustment
term 7+ oneyear adjustment term & one-year adjustment term 9

whereg

baseline adjustment terrmeans the amount calculated in accordance with
clause 3.3.7);

oneyear adjustment term 4#neans the amount calculated in accordance with
clause 3.3.9(1);

oneyear adjustment term Bneans the amount calculated in accordance with
clause 3.3.9(2);

oneyear adjustment term éneans the amount calculated in accordance with
clause 3.3.9(3);

oneyear adjustment term fmeans the amount calculated accordance with
clause 3.3.9(4);

oneyear adjustment term &eans the amount calculated in accordance with
clause 3.3.9(5); and

oneyear adjustment term #neans the amount calculated in accordance with
clause 3.3.9(6).

3.3.5 How to calculate the base yeadjustment term
! Wol a8 &SI NJ I ﬁadzéﬂYSyﬂ GSNXYQ Acd OF f Odzt I

(forecast opex._, - actual opex._,) — (forecast opex._, —actual opex,_, )
(1+ WACC)®

wherec
WACCmeans

() __in the case of PR the WACGas determined by th€ommission
and applicable to th&BER-GurrentGRRr DPP or

(i) in the case of £PRPthe DPP WACGr WACCss determined by the
Commissiorand asapplicableto the CPHn in the9 5 . creent CPP
reqgulatory periodin accordance witltlause 5.3.22

t-1 means thedisclosure yearmmediately prior to the current
regulatory period and

t-2 means thedisclosure yeacommencing two years prior to the current
regulatory period
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3.3.6 How to calculate the rolbver adjustment term
! WNBINI | R2dzaldYSyd GSNXYQ Aa OF f¢OdzA I G SR AY

(actual opex. ¢ forecast opex)

((1-(1+WACGE®)/WACC)
(14WACE
whereg

WACCmeans theWACGas determined by th€ommissiorand applicable to
theEDR)a O @MRRNBS Yy U

t means the firstisclosure yeanof the currentregulatory period and

t-2 means thedisclosure yeacommencing two years prior to the current
regulatory period

3.3.7 How to calculate the baseline adjustment term applicable to CPP requlatory periods
(1) C2NJ GKS LldzN1l}2asSa 2F &dzoOf [ dzaS ododndol |y
calculated in accordanagith the formulag

¢ (forecast opex. ¢ actual opex.)

X

((1-(1+WACE®)/WACC)

X

(1HWACE

wherec

t-2 means thedisclosure yeacommencing two years prior to the current

regulatory period

WACCmeans theDPPWACQr WACCsas determined by th€ommission
and asapplicableto the CPHnthe 9 5 . cOQréent CPP requlatorperiod in
accordance witltlause 5.3.220-the EDED CRRN &y Eio

(2) C2NJ GKS LJzN1lJ2aSa 2F adzoOfl dzaS ododndcOX |
accordance with théormulag

¢ (forecast opex4 ¢ actual opex.)
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X

((1-(1+WACGE®)/WACC)

X

(14WACE

whereg

t-2 means thedisclosure yeacommencing two years prior to the current

regulatory period

t-4  means thedisclosure yeacommencing four years prior to the current
regulatory period and

WACCmeans theDPPWACGr WACCss determined by th€ommission
andasapplicableto the CPAnthe 9 5 . cQréentCPP requlatoryeriodin
accordance witltlause 5.3.22

3.3.8 How to calculate adjustment terms applicable to regulatory periods preceded by a
single starting price year

(1) ! orMdtyear adjustmentterm® A& OF f Odzf  GSR Ay ¢ OO0O2 NRI yOF

(actualopex.4 ¢ forecast opexy)

X

(1+HWACE
whereg

WACCmeans

() __in the case of ®PRthe WACGs determined by th€ommission
and applicable to theDPP or

(i) __in the case of &PRthe DPP WACGr WACCss determined by the
Commissiorand asapplicableto the CPHn in the9 5 . creent CPP
requlatory periodin accordance witltlause 5.3.22;

t-2 means thedisclosure yeacommencing two years prior to the current
disdosure year and

t-4 means thedisclosure yeacommencing four years prior to the current
disclosure year
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(2) ! onéyear adjustmentterm@ A & OF f Odzft 6 SR Ay ¢ OO0O2 NRI y OS¢
(forecast opex; ¢ actual opexs) ¢ (forecast opex, ¢ actual opexa)
X
((1-(1+WACGE*/WACC)
X
(1+WACE
whereg

WACCmeans

() __in the case of ®PRthe WACGs determined by th€ommission
and applicable to theDPP or

(i) __in the case of &PRthe DPP WACGr WACCss determined by the
Commissiorand asapplicableto the CPHn in the9 5 . créent CPP
requlatory periodin accordance witltlause 5.3.22;

t-3 means thedisclosure yeacommencing three years prior to the
currentdisclosure yearand

t-4  means thedisclosure yeacommencing four years prior to the current
disclosure year

(3) ! onélyear adjustmentterm® A & OF f Odzft 6 SR Ay ¢ OO02 NRI y O
(forecast opex ¢ forecast opex,) / (1HWACG'
whereg

WACCmeans

(i) __in the case of ®PRthe WACGas determined by th€ommission
and applicable to theDPP or

(i) in the case of £&PRthe DPP WACGr WACCss determined by the
Commissiorand asapplicableto the CPHn in the9 5 . creent CPP
regulatory periodin accordance witltlause 5.3.22;

t-2 means thedisclosure yeacommencing two years prior to the current
disclosure yearand
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t-4

means thedisclosure yeacommencing four years prior to the current
disclosure year

3.3.9 How to calculate adjustment terms applicable to CPP regulatory periods preceded by

two successive starting price years

(1) ! onéyear adjustmentterm@ A & OF f Odzft 6 SR Ay ¢ OO02 NRI y O

(actual opexs ¢ forecast opexs)

X

(14WACE

whereg

WACCmeans theDPPWACGr WACCss determined by th€ommission

t-5

andasapplicableto the CPAnthe 9 5 . crgent CPP requlatoryeriod in

accordance W|th:Iause 5.3. ZZnean-s—thaMAG&-s—deteFm#%d-by—the
2 = CRRNE v U

means thedisclosure yeacommencing three years prior to the
currentdisclosure yearand

means thedisclosure yeacommencing five years prior to the current
disclosureyear.

(2) ! onélyear adjustmentterm® A & OF f Odzft 6 SR Ay ¢ OO02 NRI y O¢

(actual opex4 ¢ forecast opexy)

X

(1+HWACE

wherec

WACCmeans theDPPWACOGr WACCsSs determined by th€ommission

t-4

andasapplicableto the CPAnthe 9 5 . créent CPRequlatory period in

accordance Wlth:lause 5.3. Zimeans—thaMAG@s—detemned—by—t-he
a I CRRNE v

means thedisclosure yeacommencing two years prior to the current
disclosure yearand

means thedisclosue yearcommencing four years prior to the current
disclosure year

(3) ! onéyear adjustmentterm® A & OF f Odzft 6 SR Ay ¢ OO0O2 NRI y O

(actual opexs ¢ actual opex.)
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((1-(1+WACG*/WACC)
(14WACE
whereg

WACCmeans theDPPWACGr WACCss determined by th€ommission
andasapplicableto the CPEnthe 9 5 . cOréentCPP requlatoryeriodin

accordance witttlause 5.3. quean-s—theWAG&-s—deteFm#%d-the

Commissiomnd-applicable-to DR & OERNB v

t-4  means thedisclosure yeacommencing four years prior to the current
disclosure yearand

t-5 means thedisclosure yeacommencing five years prior to the current
disclosure year

(4) ! orMtyear adjustmentterm® A& OF f Odzf  GSR Ay ¢ OO0O2 NRI yOF
(actual opex4 ¢ actualopex.3)

X

((1-(L+WACGE?*/WACC)

(1HWACE
whereg

WACCmeans theDPPWACGr WACCss determined by th€ommission
and asapplicableto the CPHnthe 9 5 . cOréentCPP requlatorweriod in

t-3 means thedisclosure yeacommencing three years prior to the
currentdisclosure yearand

t-4  means thedisclosure yeacommencing four years prior to the current
disclosure yea

(5) ! onélyear adjustmentterm® A & OF f Odzf 6 SR Ay ¢ 002 NRI y OS¢
(actual opex. ¢ actual opexs) / (LHWACG'
whereg
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WACCmeans theDPPWACGr WACCss determined by th€ommission
andasapplicableto the CPEnthe 9 5 . cOréent CPRequlatory periodin

accordance W|th:Iause 5.3. ZZHeaHS—t-hGMAGQS—detemeed—by—the

Commissiormnd-applicable-to DED 3 a¥i-ilo BYU

t-2 means thedisclosure yeacommencing two years prior to the current
disclosure yearand

t-3 means thedisclosureyear commencing three years prior to the
currentdisclosure year

(6) ! onéyear adjustmentterm®@ A & OF £ Odzf  GSR Ay ¢ O0O2NRI y O
(forecast opexs ¢ forecast opexa)
X
(L/(1AWACQ* + 1/(1-WACE ¢ (1HWACE)
whereg

WACCmeans theDPPWACGr WACCss determined by th€ommission
andasapplicableto the CPAnthe 9 5 . créent CPP requlatoryeriod in

accordance Wlth:lause 5.3. ZZHeaHS—t-haMAGQS—detemeed—by—t-he
e CRRNE v U

t-4  means thedisclosure yeacommencing four years prior to the current
disclosure yearand

t-5 means thedisclosure yeacommencing five years prior to the current
disclosure year

SECTION 3 Capital expenditure incentives

3.3.10 How to calculate capex incentive amounts

(1) Acapex incentive amouninust be calculated for eadafisclosure yeaof aDPP
regulatory periodirrespective of whether th&DBin question is subject to @PFor a
DPPduring thatDPP regulatory periodsubject to subclause (3).

2) ¢KS WOl LISE A yoOeSligclbsu® SeaibcY 2 dzy (i Q

(@) the amount calculated in accordance with the following formula for a
disclosure yeain the DPP regulatory periodther than the first
disclosure yeat

(capex wash-up + retention adjustment

w (1 y+0.5
1—1 ) (1+7)
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whereg

I is the number oflisclosure yearsn the DPP regulatory

period;
r is thecost of debtapplying to theDPPor CPRn question; and
y is the number oflisclosure yeargpreceding thedisclosure

yearin question in theDPP regulatory periogand
(b) nil-

(i) for the firstdisclosure yeaof the DPP regulatory periodand
(i)  for adisclosure yeain aDPP regulatory periogdvhich commences
prior to 1 April 2020.

(3) Acapex incentive amounshall not be calculated:

(@) by Orion New Zealand Limited, for agigclosure yeain aregulatory
period commencing on, or prior to, 1 April 2020; and

(b) by any otherEDB for anydisclosure yeain aDPP regulatory period
commencing prior to 1 April 2020.

3.3.11 How to calculate the capex wasip

1) ¢KS wOI-HiBB HBRAKY | Y2dzyG Sljdzf G2 GKS
series of building blocklawable revenues before tax for the precediDg@P
regulatory period subject to subclause (2) and clauses 3.3.13 and 3.3.14 from
adopting;

(@) the sum of thevalue of commissioned assefsr eachdisclosure yeaof
that precedingDPP regulatory period

instead of

(b) for eachdisclosure yeaof the precedindPP regulatory periodch which
the EDBwas subject to ®PR the forecast aggregate value of
commissioned assetdetermined by theCommissiorin respect of those
disclosure yearsand

(c) for eachdisclosue yearof the precedindPP regulatory periodch which
the EDBwas subject to £PRthe sum of thdorecast value of
commissioned assetdetermined by theCommissiorin respect of those
disclosure years

(2) For the purpose of subclause €1)

(a) the present valuenmust be determined by discounting the building block
allowable revenues before tax to the end of the preceddigf
regulatory periodusing a discount rate equal to tMYACCGapplied by the
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Commissiorin setting prices for eactlisclosure yeafor the relevant
DPPor CPRn the precedindPP regulatory periogd

(b) the series of building block allowable revenues before tax for each
disclosure yeaof the precedinddPPregulatory periodmustg

() be calculated using the same methodology that was apdiethe
Commissiorin setting starting prices for thEDBfor the relevant
DPPor CPR subject to subparagraphs (ii) and (iii);

(i)  for the purpose of subparagraph (i), adopt the sundepreciation
calculated under Part 2 in respect of eatibclosure yeafor assets
having acommissioning daten the precedinddPPregulatory
period; and

(ii) for the purpose of subparagraph (i), adopt the same values for all
other inputs to the calculation of building block allowable revenues
before tax; and

(c) where building block atwable revenues before tax from adopting the
sum ofvalue of commissioned asseexceed the building block
allowable revenues before tax from using the forecast values of
commissioned assets (as determined usingftrecast aggregate value
of commissionedassetsfor eachdisclosure yeain which theEDBwas
subject to aDPPand sum of thdorecast value of commissioned assets
for eachdisclosure yeain which theEDBwas subject to £PRether
than-aguality-standard-varation-GRPthen the difference ia positive
amount of capex washp; and

(d) where building block allowable revenues before tax from adopting the
sum ofvalue of commissioned asseis less than the building block
allowable revenues before tax from using the forecast value of
commissioned aets (as determined using thierecast aggregate value
of commissioned asset®r eachdisclosure yeain which theEDBwas
subject to aDPPand sum of thdorecast value of commissioned assets
for eachdisclosure yeain which theEDBwas subject to £ PRether
thanr-agquality-standard-varation-CPfpthen the difference is a negative

amount of capex washp.

3.3.12 How to calculate the retention adjustment

(1) ¢KS WNBiOSYyGA2y | R2dzalOGYSyiQ AacOlf Odz I 4GSR
(PV of forecastommissioned asset value®V of actual commissioned asset
values)x retention factor.

(2) Wt+ 2F F2NBOlFad O2YYAaaArAz2ySR |ag§Sa oIt dzSa

(a) the present value, as at the end of the precedidigP regulatory period
of the forecast agregate value of commissioned assdts each
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disclosure yeapof the precedindPP regulatory periodor which the
EDBwas subject to PP and

(b) the present value, as at the end of the precedDigP regulatory period
of the sum of thforecast value of commissioned assetfor each
disclosure yeapof the precedindPP regulatory periodor which the
EDBwas subject to £PP

B Wtz 2F | Oldzr t O2 Yivtheipiedett yafi® aslatile Sridd ofghe f dzS a Q
precedingDPP regulatory periodof thevalue of @mmissioned assetalculated in
accordance with Part 2 for every asset that wasmissionedduring the preceding
DPP regulatory period

SECTION 4 Pricequality path amendments and other events

3.3.13 Calculatinglternativeincentive adjustments flowing price-quality pathtransitions

(1) Where a pricequality path is amended followirg

(a) acatastrophic event

(b) achange event

(c) anerrorevent; or

(d) provision of false or misleading informatiomder clause 4.54(1)(ve) or

5.6.74(54),

the forecast opexandforecastaggregate value of commissioned asseg¢sgjuired to
be used by thé&eDBto calculate theamount carried forwardfor the disclosure year
in which the event occurred and each subsequéistiosure yeaprior to the
effective date of the amendment to thgrice-quality path is the amount specified
by the Commissiorin the amendedPP determinatioror amendedCPP
determination.

| (2) AnEDBsubject to aCPRetherthan-aguatity-standard-varation-CPHnust calculate

the amount carried forwardfor eachdisclosure yeaof the precedinddPP
regulatory periodapplicable to theEDBusing any alternativéorecast opexand
forecast aggregate value of commissioned assgecified by theCommissiorin the
CPP determination

| (3) Following expiration of &PRetherthan-aguality-standard-varation-CPRapplicable
to the EDB the EDBmust calculate themount carried forwardfor each remaining
disclosure yeapof the currentDPP regulatory periodising anyforecast opexand
forecast aggregate value of commissioned assetsified bythe Commissionunless
the EDBbecomes subject to a ne@PP

3.3.14 Calculating incentive adjustments for other events

Where an event that i

(@) anamalgamation
(b) amerger (as defined in@PP determinatioi;
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(c) amajor transactiontas-defined-in-BPPdetermination); or

(d) an alteration to Part 2 olD determinationrequirements affecting the
guantification ofoperating costsallocated to electricity distribution
services or &alue of commissioned assget

occurs in aisclosure yeaandg

(e) the Commissiorconsiders; or
() the EDBIn question satisfies th€ommissiorupon application,

that the event has, or is likely to have, a material effect on the calculation of the
opex incentive amounbr capex incentive amounthat would otherwise have been
required to be ckulated by theEDBtheng

(g) the forecastopex and

(h) eitherg
(i) forecast aggregate value of commissioned asseis
(i)  sum of theforecast value of commissioned assets

required to be used by thEDBto calculate theamount carried forwardfor that
disclosure yeaand each subsequemnlisclosure yeain theregulatory periodmay
be determined by th&Commissionand notified to theEDB in order to preserve, to
the extent appropriate

(i) the correct outcomes for expenditure efficiencies achieved before the
event; and
() the relevant incentive properties after the event.

SECTION 5 Transitional provisions

3.3.15 Calculation of annual incremental changes and adjustment term

(1) The incremental change for the firdisclosure yeaof a CPP regulatory period
commencing prior to 27 Novemb@014is determined as the difference between
allowed controllable opexandactual controllable opex

(2) The incremental change fordasclosure yeanf aCPP regulatory periodommencing
prior to 27 November 201dther than thefirst or finaldisclosure yeamust be
determined in accordance with the formula

(allowed controllable opex- actualcontrollable opex) - (allowed controllable
opex.1 - actualcontrollable opex.),

where-
t means thedisclosureyearin question; and

t1 means thedisclosureyear preceding thedisclosureyearin question.

244925@555188921099 123



(3) The incremental change for the findisclosure yeaof the CPP regulatory period
commencing prior to 27 November 20itreated as nil.
(4) The incremental adjustment term is determined

(@) inthenextdisclosure yeafollowing aCPP regulatory period
commencing prior to 27 November 201and
(b) by applying thenflation rate to the result of the formula

(allowed controllable opex - actualcontrollable opex.) - (allowed
controllable opex.,- actual controllable opex;.,)

where-

t1 means the finatisclosure yeaof the precedindCPP regulatory
period commencing prior to 27 November 201and

t2 means the penultimatelisclosure yeaof the precedingdCPP
regulatory periodcommencing prior to 27 November 2014

(5) Inflation rate meanshe amount determined in accordance with the formula
[(CPi+CPj+CP{+CPJ) + CP{*+CPs* +CP{*+CPI)] -1,
where-

CPl meansforecastCPlfor IRIS transitional provisiofor the nth quarter
of the disclosure yeain question and

(ol =T meansforecastCPIfor IRIS transitional provisiofor the equivalent
guarterin the precedinglisclosure year

(6)  For the purpose of clause 3.3.I%or&¢ast CPor RIS transitional provisioh Y S| y &
CPJ unlesCPIdoes not apply to the quarter in questioim, which case it means the
most recentCPlextended by

(a) in the case of a quarter for which a forecast of the annual percent change
in the headlineCPIcontained in the current Monetary Policy Statement
issued bythe Reserve Bank of New Zealand has been made, that
forecast; and

a)b)in respect of later quarters, a constant annual percent change equal to
the arithmetic mean of the values forecast in the most recent four
guarters in respect of which a forecdsis been mde in the current
Monetary Policy Statement issued by the Reserve Bank of New Zealand.

3.3.16 Determination of amount to be taken into account as a recoverable cost

(1) Each incremental change determined in accordance with claigs&5and
incrementaladjustment termis notionally carried forward, subject to claud&.17,
from the disclosure yeain respect of which it is determined into each of the
subsequent isclosure yeardy applying thenflation rate.
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(2) Ineach of thalisclosure yearsfter a CAP regulatory period ito which an amount
has been carried pursuant to subclay4¢ a net balance must be determined by
addition of

(&) any incremental changes carried into tldasclosure yeafrom a
precedingCPRegulatory period and
(b) anyincremental adpstment termcarried into thatdisclosure year

3.3.17 Calculating gains and losses after a catastrophic event
Where

(a) a pricequality path is amended pursuant to claus& 385 by reason of a
catastrophic event and

(b) incremental changes calculated in the remaindigclosure year®sf the
regulatory periodin accordance with claus&s3.15(1)and3.3.15(2)are
negative,

clause3.3.16(1)does not apply to those incremental changes.
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PART 4 INPUT METHODOLOGIES FOR DEFAULI(RRIAEY
PATHS

SUBPART Tost allocation

4.1.1 Allocationof operating costs and asset costs

(1) Operating expenditureorecastfor an EDBmust be determined by th€ommission
consistent with the allocatioby the EDBof operating costdo electricity distribution
servicedfor the base yeaiin accordance with clausg1.1

(2) Capital expenditurdorecastto be theforecastaggregate value of commissioned
assetswill be included in theggregate closing RAB for additional assédisit only to
the extent that theforecast value of commissioned asseassconsistent with the
value found after the application of claugel.l

SUBPART 2sset Valuation

4.2.1 RAB values and roll forward

(1) TotalopenngRAB value for disclosure yeameansthe sum of

(@) aggregateopening RAB value for existing asseslculatedunder
subclausd?); and

(b) aggregateopening RAB value for additional assetalculated under
subclaus€4) for thoseadditional assetsvhich have dorecast aggregate
value of commis®ined assetgsletermined for a priodisclosure year
occurring after thebase year

(2) AggregateopeningRAB value for existing assets medas;

(@) the base yearthe sum of each 'opening RAB value' for all assets
calculatedin accordance with Partfdr that disclosure yearand

(b) eachdisclosure yeathereafter, the aggregate closing RAB value for
existing assetdgor the precedinglisclosure year

(3) Aggregateclosing RAB value for existing assets means, for

(@) the base yearthe sumof each ‘closing RAB value' for asets
calculated in accordance with Part 2 for tlth$closure yearand

(b) eachdisclosure yeathereafter, the value determinedh accordance with
the formula
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aggregate opening RAB value for existing assetiepreciationfor
existing assets revaluationfor existing assets forecast aggregate
value of disposed assets

(4) Aggregate opening RAB valiee additional assets mearthe aggregate closing RAB
value for additional asset$or the precedinglisclosure year
(5) Aggregate closing RAB value &dditional assets means, for

(a) additional assetsn respectof the disclosure yeafor which their
forecast aggregate value of commissioned assistdetermined the
forecast aggregate value of commissioned assetsd

(b) additional assetdor adisclosure yar following that for which their
forecast aggregate value of commissioned assistdetermined the
value determinedor thoseadditional assetdn accordance with the
formula-

aggregate opening RAB value for additional assetdepreciation
for additional assetst+ revaluationfor additional assets

4.2.2 Total depreciation

(1) Total depreciation means the sum of depreciationdaisting assetsind additional
assetscalculated undesubclausg?).

(2) For the purpose of subclaugg), 'depreciation' means, subject to subclay8g in
the case of

(@) existing asset®f the EDB for-

(i) the base yearthe sum of all amounts of 'depreciation’ determined
in accordance with Part 2 for thdisclosure yearand

(i) eachdisclosure yeathereafter, the value determined in accordance
with the formula

[1 +remaining asset life for existing asgetsaggregate opening RAB
value for existing assetsand

(b) additional assetof the EDB the valuedetermined in accordance with
the formula

[1 +remaining asselife for additional asselsx aggregate opening
RAB value for additional assets

(3) For the purpose of subclaug2)
(a) _'remaining asset life for existing assets' fatisclosure yeameans

()  the value determined in accordance with the formula
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aggregate opening RAB value for existing asdetshe base yea +
total depreciationfor the base yeay

less the number oflisclosure yeargrom the base yeaito the
disclosure yeain question or

(i) subject to subclausHc) to (e), the value determinedh accordance
with the formulac

adjustment factor* (aggregate opening RAB value for existing
assetsfor the base year- total depreciationfor the base yeay

lessthe number ofdisclosure yeargrom the base yeaito the
disclosure yeain guestionand

(b) for the purposes o$ubclausd?)(a), ‘remainingassetlife for additional
assetsfor adisclosure yeameansof 45 years less the number of
disclosure yeargrom the disclosure yeafor which theforecast
aggregate value of commissioned assébs the relevantadditional
assetsis determined to thalisclosure yeain question

(c) the Commissiormay, subject to subclause (d), apply an adjustment
factor of not lower than 0.85, nor higher than 1

(d) the EDBhas, by notice in writing to th€ommissiorprior to the
commencement of thdase yeac

(i) proposed an adjstment factor to be applied by th€ommissiorof
not lower than 0.85, nor higher than 1;

(i) explained why applying an adjustment factor of the level proposed in
subclause (i) would be consistent with s 52A of Al

(i) _described any consultation it hasmdertaken withinterested persons
on the proposed adjustment factor and relevant, explained how it
has taken into accourdnyissues raised; and

{b)(e)the Commissiorhas not previously applied an adjustment factor under
this subclause

4.2.3 Total revaluation

(1) Totalrevaluationmeans the sum afevaluationfor existing assetsndadditional
assetscalculated under subclaugg).

(2) For thepurposeof subclaus€l), ‘revaluation' means, subject to subclay8g in the
case of

(a) existing assetsthe value determined in accordance with the formula

(aggregate opening RAB value for existing asse 999 forecast
aggregate value of disposed assgtsrevaluation rate and

(b) additional assetsthe valuedetermined in accordance witthe formula
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aggregate opening RAB value for additional assetgvaluation
rate.

(3) For thepurposeof subclaus€?2), 'revaluation rate' means, in respect otisclosure
year, the amount determined in accordance with the formula

(CP}+CP% -1,

where-

CPJ meansforecast CPior DPP revaluatiorfor the quarter that coincides
with the end of thedisclosure yearand

CPS*meansforecast CPlor DPP revaluatiorfor the quarterthat
coincides with the end of the precedimigsclosure year

(4)  For the purpose of subclause ($hrecast CPior DPP revaluatidimeans

(a)

for a quarter prior to the quarter for which the vaniNdACCapplicable

(b)

to the relevantDPP requlatory periodvas determinedCPlexcluding any
adjustments made under paragraphs (b) or (c) of the definitio@ eif
arising as aesult of an event that occurs after the issue of the Monetary
Policy Statement referred to in paragraph (b);

for each later quarter for which a forecast of the change in headliRé

(c)

has been included in the Monetary Policy Statement last issued by the
Reserve Bank of New Zealand prior to the date for which the vanilla
WACGpplicable to the relevanDPP regulatoryperiod was determined,
the CPllast applying under paragraph (a) extid by the forecast

change; and
in respect of later quarters, the forecast last applying under paragraph

(b) adjusted such that an equal increment or decrement made to that
forecast for each of the following three years results in the forecast for
the lastof those years being equal to the target midpoint for the change
in_headlineCPlIset out in the Monetary Policy Statement referred to in

paragraph (b).

4.2 .4 Revaluation treated as income

Total revaluation for the purpose of determining profitability, must beated as

income.

4.2 5Forecast aggregate value of commissioned assets

Forecast aggregate value of commissioned assets means the forecast cost of
additional assetsf GAAPwere to be applied to determine the cost of the assets to
the EDBin the disclosure yeain question, and is equal to forecasdpital
expenditurefor the relevantdisclosure yeaas determined by th€ommission
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4.2 .6 Forecast aggreqgate value of disposed assets

Forecast aggregate value of disposed assets means the value of assets forecast to be
disposedof by anEDBIn the disclosure yeain question, and is equal to the portion

of the forecastaggregate opening RAB value for existing assetating to assets

forecast to bedisposedof for the disclosure yeain question as determined by the
Commission

SUBPART Jreatment of taxation

4.3.1 Requlatontax allowance

(1)

(2)
3)

(4)

Regulatorytax allowance is, where regulatory net taxable income is

(@) nil or apositivenumber, thetax effectof regulatory net taxable income;
and
(b) a negativenumber, nil.

For thepurposeof subclaus€l), 'regulatory net taxable income' means, subject to
subclausg3), regulatory taxable income less utilised tax losses.

For thepurposeof subclaus€?2), 'regulatorytaxable income' means, subject to
subclaus€4), the amount determined in accordance with the formula

regulatory profit / (loss) before tax reguatory tax adjustments

For thepurposeof subclaus€3), 'regulatory profit / (loss) before tax' is the amount
determined in accordance with thiellowing formula

allowable revenue before tax other regulated income operating
expenditure- total depreciation

4.3.2Tax losses

(1)
)

®3)

Utilised tax losses means opening tax losses, subject to sub§Buse

For the purposef subclausdl), utilised tax losses may not exceegjulatory
taxable income

In this clause

(a) ‘'opening tax losses' for@isclosure yeameansclosing tax lossder the
precedingdisclosure yearand
(b) ‘closing tax lossesheans, for

() the base yeaythe'closingtax losses' determined in accordance with
Part 2 for thatdisclosure yearand

(i) eachdisdosure yearthereafter,the amount determined in
accordance with the formulan which each term is an absolute
value
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opening tax losses current period tax lossesutilised tax losses

(4) Forthe purpose of subclausg)(b)(ii) ‘current period tax losses' is, whemegulatory
taxable incomes-

(@) nil or a positive number, niand
(b) a negativenumber, regulatory taxable income

4 .3.3Requlatornjtax adjustments

(1) Regulatorytax adjustments areletermined,subjectto subclause$2)and(3), in
accordance with the formula

amortisation of initial differences in asset valuesamortisation of
revaluations- notional deductible interest

(2) For the purpos of subclausél), 'notional deductible interest' means the amount
determinedin accordance with the formué

((opening investment valueleveragex cost of deb) +term credit spread
differential allowance

K 0 nosttof deb).

(3) For the purpose ofubclause (1)amortisation of initial differences in asset values' is
determined in accordance with Part 2 as of thesse year

(4) For thepurposeof subclaus€?2), 'opening investment value' meatise amount
obtained in accordance with the formula

total opening RAB value opening deferred tax

(5) For thepurposeof subclaus€l), ‘amortisation of revaluations' in relation to &eDB
for adisclosure yeais calculated in accordance with the formula

total depreciation- adjusted depreciation
4.3.4 Deferredtax
(1) Openingdeferred taxmeans, for

(@) the base yearthe '‘opening deferredax' determined in accordance with
Part 2 for thatdisclosure yearand

(b) eachdisclosure yeathereafter, closingdeferred taxfor the preceding
disclosure year

(2) Forthe purpose of subclausgl)(b) 'closing deferred tax's determined in
accordancewith the formula
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opening deferred taxt tax effectof depreciation temporary differences
tax effectof amortisation of initial differences in asset values

4.3.5 Depreciationtemporary differences

(1)

(2)

3)

Depreciatio temporary differences means, subjectdabclausg?2), the amount
determined in accordance with the formula

adjusted depreciation tax depreciation
For the purpose of subclaugg), 'tax depreciation' for @isclosure yeameans, fof

(a) the base yearthe 'taxdepreciation'determined in accordance with Part
2 for thatdisclosure yearand

(b) eachdisclosure yeathereafter, subject to subclaus@), determined in
accordance wittihe formula

total opening regulatory tax asset value x average DV rate.
Forthe purpose of subclaus@)

(a) ‘'total opening regulatoryax asset vale' for adisclosure yeameans,
for-

() the base yearthe sum of each 'regulatory tax asset value'
determined in accordance with Part 2 for thdisclosure yearand

(i) eachdisclosure yeathereafter,the total closing regulatory tax asset
value for the precenhgdisclosure yeay

(b) ‘average DV rate' ihe amount determined in accordance with the
formula-

tax depreciatiorfor the base year- total opening regulatory tax
asset value for thbase year and

(c) ‘'total closing regulatory tax asset value' medhns amountdetermined in
accordance with the formuta

total opening regulatory tax asset valugax depreciationt+ forecast
aggregate value of commissioned assets

SUBPART <£Lostof capital

(1)

4.4.1 Methodology for estimating theveighted averageost of capital

TheCommissiorwill determinea mid-point estimate of vanillAVACCE

(@) as of the firstousiness dayf the month 7 monthsprior to the start of
eachDPP regulatory period

(b) inrespect ofa5 year period

(c) subject tosubclausd32)-and-clause-4-4-4mo later than 6 months prior
to the start of eachDPP regulatory periodand
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(d) in accordance with the formuia
raL+re(1-L).

(2) The Commissiorwill determinea mid-point estimate of postax WACQ:

(a)__as of the firstbusiness dayf the month 7 months prior to the start of
eachDPP regulatory period

(b) inrespect of a 5 year period;

(c) subject to subclausg), no latetthan 6 months prior to the start of each
DPP requlatory periogdand

(d) _in accordance with the formuia

T (1-TL+re(1-1).

{2)(3) TheCommissiorwill estimate or determine, as the case may be, émeounts or
values

(@) to which this subclause applies; and
(b) in respect of theDPP regulatory perio@pplyingat the date this
determination comes into force,

as soon apracticable after this determination comes into force.
£3)(4) In this clause

L isleverage

rq Is the cost of debt and is estimated in accordance with the formula

re +p+¢

re is the cost of equity and is estimated in accordance with the formula

r(l-T)b <TAMRP

T, is the averageorporatetax rate

re is theriskfree rate

p is thedebt premiumn

d—is the debtissuance costs;

T; is theaverageanvestor tax rate

i ¢ is theequity betg and

TAMRASs thetax-adjusted market risk premium.
{4Y5) Forthe purpose of this clause

(&) the averagenvestor tax ratethe average corporatéax rate the equity
beta-the-debtissuancecostnd the taxadjusted market risk premium
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are the amounts specified in or determined in accordance with clause
4.4.2 and
(b) theriskfree ratemust be estimated in accordance with claysé.3

4.4.2 Fixed WACC parameters

(1) [Leverages|[XX}¥14%]

(2) FheWaverageinvestor tax rat€lsthe average of the investor tax ratésat, as at the
date that the estimation is madevill apply toeach of thedisclosure yearsn the 5
year period commencing on the first day of tb&Pregulatory periodin question

(3) For the purpose of subclaug¢g), 'investor tax ratéis, for eachdisclosure yearthe
maximumprescribed investorate applicable at the start of taregulatory periodto
an individual who is

{eya)resident in New Zealand; and
{h(b)an investor in anulti-rate PIE

(4) _ The average corporate tax ratetiee average of theorporate tax rateghat, as at
the date that the estimation is made, will apply during the 5 year period commencing
on the firstday of theDPP requlatory periodh question.
(4(5) [Fhe'Bequity beteds [XXP-5861.]
(6) [FheWraxadjusted market risk premiufis, for a 5 year period commencing on the
first day ofthe DPP requlatory perio@{X¥#%8%-]
(a)y—thedisclosure yeaR011, 7 1%: and

4.4.3 Methodology for estimatingisk-free rate

TheCommissionwill estimate arisk-free rate-

(@) as of the firsthusiness dayf the month 7 monthsprior to the start of
eachDPP regulatoryeriod,;

(b) in respect of a 5 year period; and

(c) subject to clausd.4.132)-and-clause-4-4-1Mo later than 6 months
prior to the start of eachDPP regulatory period

by-
(d) obtaining, fornotional benchmarltNew Zealand government New
Zealand dollar denominated nominal bonds, the wholesale market
linearlyinterpolatedbid yield to maturity for a residual period to

maturity equal to 5 years on eadtusiness dayn the 3 month period of
8to 10 months prior tothe start of the DPP regulatory periogd
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(e) calculating the annualised interpolated bid yield to maturity for each
business dayand
| () calculating the urweighted arithmetic average of the daily annualised
interpolated bid yields to maturity.

4.4.4 Methodology for esmatingdebt premium

(1) Debt premiummeansthe spread between
(@) the bid yield to maturity orvanilla NZ$ denominated bondhat-

(i) areissued by akDBor aGPB
(i) are publicly traded;
(i) have agualifying ratingof grade BBB+and
(iv) have a remaining term to maturity of 5 years; and
(b) the contemporaneous interpolated bid yield to maturityrudtional

benchmark New Zealand governmeéx¢w Zealand dolladenominated
nominal bonds having a remaining term to maturity of 5 years.

| (2) TheCommisson will, in accordance with subclause (3), determ@stimateof an
amount for thedebt premium

(@) -for eachDPP regulatory periogand
(b) subject to clausd.4.1@32)-and-clause-4-4-1Mo later than 6 months
prior to the start of eachDPP regulatory period

| (3) For the purpose of subclause (ZF)he amount of thedebt premiumwill be estimated
as of the firstousiness dayf the month 7 monthsprior to the start of eachDPP
regulatory periodby-

(a) identifying publicly tradedranilla NZ$ denominated bondissued bya
qualifying issuelthat are-

(i) investment grade credit ratedand
(i)  of atype described in the paragraphs of subclai4ge

(b) in respect of each bond identified in accordance with paragi@h

(i) obtainingits wholesale markeannualisedbid yield to maturity;

(i) calculating by linear interpolation with respect to maturity, the
contemporaneousvholesale markeannualised bid yield to maturity
for a notional benchmark New Zealand government New Zealand
dollardenominated nominabond with the same remaining ternot
maturity; and

(i) calculatingts contemporaneouterpolatedbid to bid spread over
notionalbenchmark New Zealand government New Zealand dollar
denominated nominal bondwith the same remaining term to
maturity, by deducting the yield calculated in accande with sub
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paragraph(ii) from the yield obtained in accordance with sub
paragraph(i),

for eachbusiness dayn the 3 month period ofrenth 8 to 10 months prior
to the start of the DPP regulatory period

(c) calculating, for each bonidentified in accordace with paragraptia),
the unweightedarithmeticaverage of thalaily spreads identified in
accordance with paragrapf)(iii), and

(d) subject to subclaus@t), estimating, by taking account of the average
spreads identified in accordance with paragrgppand having regard to
the debt premium estimated from applyirie NelsonSiegeiSvensson
approach the average spread that would reasonably be expected to
apply toavanilla NZ$ denominated bonthat-

(i) isissued by afeDBor aGPBthat is neither100%mnajosty owned by
the Crown nor docal authority;

(i) ispublicly traded,;

(ii) hasa qualifying ratingof grade BBB+and

(iv) hasa remaining term to maturity of 5 years.

(4) For the purpose of subclau$g)(d) the Commissiorwill have regard, subject to
subclausé€b), to the spreads observed on the following typevahilla NZ$
denominated bonddgssued by ajualifying issuer

(@) those that

() have agualifying ratingof grade BBB+gnd
(i) are issued by akDBor aGPBthat is neither100%mnajesity owned
by the Crown nor #ocal authority;

(b) those that

() have agualifying ratingof grade BBB+and
(i) are issued by an entity other than &bDBor aGPBthat is neither
100%majority owned by the Crown nor lacal authority;

(c) those that

(i) have agualifying ratingof a grade different tBB+;and
(i) are issued by akDBor aGPBthat is neither100%wmajerity owned
by the Crown nor ¢ocal authority;,

(d) those that

()  have agualifying ratingof a grade different to BBB+gnd
(i) areissued by an entity, other than &DBor aGPBthat is neither
100%mnajerity owned by the Crown nor lacal authority; and

244925@555188921099 136



(€)

those that are

() investment grade credit ratedand
(i) issued by an entity that B500%mnajerity owned by the Crown or a

local authority.

(5) For the purpose of subclaugé)

(@)

(b)

()

progressively lesser regavdll ordinarilybe given to the spreads
observed on the bond types describedsubelausd4)in accordance

with the order in which the bond types are descrinadsubclause (4)

the spread on any bond of the type described in subcldd¥that has a
remaning term to maturity of less than 5 years will ordinarily be
considered to be the minimum spread that would reasonably be
expected to apply onraequivalently credirated bond issued by the
same entity with a remaining term to maturity of 5 years; and

the Commissionwill adjustspreads observed on bonds described under
subclause¢4)(b)to (4)(e)to approximate the spread that is likely to have
been observed had the bonds in question been of the type described in
subclausd4)(a)
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447445 Methodology for estimating th€7th percentileof vanitathe WACC

(1) TheCommissiorwill estimatea 67" percentile estimate of vanilléZth-percentile
estimateofWACCE

(@) for eachDPP regulatory periodand

(b) subjesttoclause-4-4-1Mo later than 6 months prior to thstart of each
DPP regulatory period

(2) The Commission will estimate a'®@ercentile estimate of postax WACE

(a) for eachDPP requlatory periodand
(b) no later than 6 months prior to the start of eaEPP requlatory period

{2)(3) [For the purposgeof subclaus€l)or (2}

{b)(a)the 67th percentilemust be determined in accordance with the formula

mid-point estimate of WACG 0.44C standard erroy
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where standard-errormeanthe standard errorof the mid-point
estimate of WACGs [XXB-8113 and

(b) the relevantmid-point estimate ofWACGn accordance with clause
4.4.1(0 and (2)must be treated as the 50th percentile.

| o I th-clause.64

44.81.4.6 Publication of estimates

TheCommissiorwill publish all determinationand estimates that it is required to
make by thisubpart-

(a) onits website; and
(b) no later than 1 month after having made them.

| 449047  Application of cost of capital methodology

(1)

)

®3)

Where theCommissiortakes into account the cost of capital in makinQRP
determination, the Commissiorwill use the67th percentileesimate of WACC
estimated in accordance with clause 4.4.5(1) avast recently published in
accordance with clausé.4.68.

Term credit spread differential allowanctr adisclosure yeaand anEDBis the
maximum of nil and the amount determined accordance with the formula

axb-+c,
where-

ameans theterm credit spread differential allowancealculatedin
accordance with Part 2 for &ébaseyear,

b means thetotal opening RAB valuéor the disclosure yeain question
and

c means theaggregate opening RAB valder existing assets$or the base
year.

Where aqualifying supplierdisclosesterm credit spread differentialallowance
pursuant toan ID determination the Commissionfor the purpose of assessing the
qualifying supplier'sprofitability pursuantto its powers relating to default priee
guality regulationin s 53P of théct, will treat suchan allowanceas an expensm
the disclosure yeain respect ofwhichthat allowancewasdisclosed
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YR adpdrdémioeon G2 de Ya2yiKaeg | NB (2
SUBPART TReconsideration of the default pricguality path

45.1 Catastrophic Event

Catastrophic event means an event

(@) beyond the reasonable control of tHeDB

(b) in relation to which expenditure is not explicitly or implicitly provided for
in the DPP

(c) that could not have been reasonably foreseen at the timeMfPwas
determined; and

(d) in respect of which

(i) action required to rectify its adverse consequencesndrbe
delayeduntil a futureregulatory periodwithout quality standards
being breached,;

(i) remediation requires either or both afapital expenditureor
operatingexpenditureduring theregulatory period

(i)  the full remediation costs are not provided for inetDPP and

(iv) in respect of areEDBsubject to aDPR the cost of remediation net of
any insurance or compensatory entitlementsuidhas had or will
have an impact on the price path over tbesclosure year®f the
DPPremaining on and after the first date athich a remediation
cost is proposed to be or has been incurred, by an ameatidast
equivalent toat least1% of the aggregatefrecastallowable
netionalrevenuefor the disclosure year®f the DPPin which the
cost was or will be incurred.

4.5.2 Changeevent
Changesventmeang

(@) changein a; or

(b) anew,

legislativeor regulatory requirement applying to éDBsubject to aDPPthe

effect of whiclt

(c) musttake place during the curremegulatory period

(d) is not explicitly or implicitly provided for the DPP and

either-

(e) willnecessitats incurring additional reasonable costsresponding to
the change or new requirement that has impact on the price path of
the disclosure yearsf the DPP requlatory periodh which the change or
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new requirement applies of at least 1% of the aggregate amount of the
forecast allowable revenudor the disclosure yearsn which the net
costs are or will be incurredr

{eh(f) causes aninput methodologyto become incapable of being

appliedncursion-of costiresponsewhich-costsovertbdaclosure

4.5.3 Errorevent

(1) WONNPNI SPSYiQ YSI V& Xleadlydadir@eBdediircumatandedzo Of | dza S
identified by theCommissiorwhere theDPPwas determinedr amendd based on
an error, including where:

(a)__incorrect data was used in setting the price pattthe qualitystandard
or

(b) data was incorrectly applied in setting the price patiguality
standard.

(2)  For the purposes of subclause (1), an error relating to

(a) __the price path will not constitute aarror eventunless the error has an
impact on the price path of an amount equivalent to at least 1% of the
aggreqateforecast allowable revenudor the affecteddisclosure years
of the DPP and

(b) the quality standardsor quality incentive measuressto the value of a
metric by which such guality standards quality incentive measurese
specifiedin the DPR but not to the metric itself.
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4.5.4 Major transaction

Wal 22 NJ NI WSl yGal Al 2 whebher voatingerit ar 20f, where
consumersare transferred between suppliers of the same typeearfulated service
and-

(a)__the acquisition of, or an agreement to acquire, assets with a value which
is equivalent to more than 10% of t®e5 . Q& 2 LISy diytRe w! . @I
disclosure yeaof acquisition;

(b) the disposal of, or an agreement to dispose of, assets oEfbBwith a
value of more than 10% of thepening RAB valua the disclosure year
of disposal

(c) has, oris likely to have, the effect of tB®Bacquiring rights or interests
with a value which is equivalent to more than 10% of tipening RAB
valuein thedisclosure yeaof acquisition; or

(d) has, oris likely to have, the effect of tB#®Bincurring obligations or
liabilities or contingent liabilies, excluding loans or borrowing costs in
respect of assets, with a value which is equivalent to more than 10% of
the opening RAB valua the disclosure yeapof incurring the obligation

4.5.5 Proposal of aquality standard variation

(1) An EDBmay propose quality standard variationby submiting a quality standard
variation proposalto the Commissionn writing.
(2)  Thequality standard variationproposal must cotain the following information

(a) different values of either or both ef

(i) the mean of SAIDI and SAWdaipand >saig ahd

(i) the standard deviation of SAIDI and SAIEkpl YV Rearr
(i) _the SAIDI and SAIFI limits

(iv) the SAIDI and SAIFI targets;

(v) _the SAIDI and SAIFI unplanned boundary values;

(vi) the SAIDI and SAIFI caps; and

(vii) the SAIDI and SAIFI collars

to those which would be determined in accordance with the methodology
for calculating reliability limits as specified in tB®P determination
(b) __an explanatiorof the reasons for the proposeglality standard
variation;
(c) _anSy 3 A viépSriiR the extent towhich thequality standard
variation better reflects the realistically achievable performance of the
EDBover theDPP regulatory perioghased on either or both ef

(i)  statistical analysis of past SAIDI and SAIFI performance; and
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(i) the level of investment provided for ime forecast allowable
revenuein the DPP determination

(d) demonstration of the estimated effect of the proposgdality sandard
variation-had-itappledinhe previoussyearsby use of historic data
and bycontrast with the gquality standards specified in thpplicableDPP
determination; and

(e) demonstrationof anyconsumer consultation undertakdry the EDBIn
respect of the proposeduality standard variation.and the results of
that consutation.

(3)  Where theCommissiorconsiders that, for the purpose of making a decision on the
guality standard variationproposal described in subclause,(it yequires further
informationfrom the EDBin addition tothe proposal, theCommissionmayrequest
this fromthe EDBby a date specified by theommissiorsuch that it is reasonable for
the EDBto comply.

(4) __ In assessing quality standardvariation proposal, theCommissiorwill consider the
extent to which

(a) _the proposedquality standard variationbetter reflects the realigcally
achievable performance of thieDBover the remainder of theegulatory
period;

(b) the EDBhas consulted witltonsumerson its proposedjuality standad
variation; and

(c) the proposedquality standard variationis supported byonsumers

454.5.6 Whenprice-quality paths may be reconsidered
(1) AnEBB<DPPmay be reconsidered by theommissionf-

(@) the Commissiorconsiders; or
(b) the EDBIn question satisfies it, upon application,

that-

()  subject to subclause (2),catastrophic eventas occurredes

(i) achange eventas occurred;

(iii) _there has beeranerror event; o«

{9(iviamajor transactionhas occurred; or

{i—false or misleading information has been provided, in accordance
with subclausd3)apphesor

(v) achangeeovenbaseoechod

or
the Commissiorreceivesa quality standard variationproposalfrom an
EDBand is satisfied that it complies with clause 8(2):
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(2) For the purpose of subclause (d9)(i), where the costs to rectify the adverse
consequences of theatastrophic eventare fully covered by

(&) the DPP(e.g.through anoperational expenditureallowance for self
insurance); or
(b) commercial insurance held by tiEDB
the Commissionwill only reconsider the quality standards of tB®P

(3) This subclause applies if

(a) false or misleading information relating to the makimmgamendingof a
DPP determinatiorhas been knowingly

(i)  provided byan EDBor its agentdo the Commission or
(i)  disclogd pursuant tahe Electricity Distribution (Information
Disclosure) Requirements 2008awID determination and

(b) the Commissiorrelied on that information in makingr amendinga DPP
determination.

4.551.5.7  Amending priceguality path after reconsideration

(1) Whereg after reconsidering ®PR the Commissiordetermines that theDPPshould
be amended, th&€Commissiormay amend either or both of the price path or the
guality standards specified in tHePP determinationsubject to thecest-of-this

subclause(2).
(2) TheCommissionwill not amend the

(@) price path more than is reasonably necessary to mitigate the effect of

(i) the catastrophic event

(i)  the change event

(i) the error event;

Ei(v) the major transaction or

{r(vithe provision of false or misleading information,

on price; or

(b) quality standards more than are reasonably necessargfiect the
[ 2 Y Y A a degisgloyiof aquality standard variation or mitigate the
effect of-

(i)  the catastrophic event
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(i)  the change event

(ii) _the error event

E(v) the major transaction or

{(vithe provision offalse or misleading information,

on quality.

SUBPART dreatment of periods that are not 12 month perds

4.6.1 Treatmentof periods that are not 12 month periods

Where thestart orend date of anydisclosure yeais not aligned with thestart orend
date of aDPPregulatory period the Commissiommayapplythe input
methodologiesmodifiedto the extent necessarnp allowanyallowance, amount,
cost, sum or value for thatisclosure yeato be calculated or determined in a way
commensurate with the change in the length of tthisclosure yeato a period other
than 12 months

SUBPART Availability of Information

4.7.1 Availabilityof information

(1)

(2)

Wherean EDBnhas notdisclosedhe information necessary to calculasay

allowance, amount, cost, suor value referred tan this Parin accordance with Part
2 for abase yearr a laterdisclosure yearthen the information may instead be
determined by theCommissiorusing information disclosed by tHeDBin accordance
with anID determination prior information disclosure requirements or a request for
information by theCommissiorunder s 53ZD of thAct.

Any information determined in accordance with subcla(Bemust be determined in
accordance with Part 2 using such assumptions or modifications to the infamati
that are reasonably necessary in light of the nature of the calculation or
determination to be made and the information available.

244925@555188921099 145



PART 5 INPUT METHODOLOGIES FOR CUSTOMISED PRICE
QUALITY PATHS

SUBPART ZTontents ofa CPPapplication

5.1.1 Applying for a CPP

(1) AnEDBseeking &PHn accordance with s 53Q of ti#ect must provide the
Commissiorwith a CPP application

(2) CPP applicatiomears an application containing, in all material respects, the
information specifiedin-

(@) thissubpart and
(b) -Subpart 4

5.1.2 Evidence of consner consultation

For the purpose of clauge1.1(2)(a)inrespect ofconsumerconsultation the
specified information is

(@) adescription as to how the requirements of claisB.1were met;

(b) alist of respondents to the consultation required by that clause;

(c) adescription of all issues raised cinsumersn response to th&CPP
applicant'sintended CPP proposal;

(d) asummary of the arguments raised in respect of each issue described in
accordance witlparagraph(c), and

(e) in respect of the issues describedaocordance with paragrap(fe), an
explanation as to whether itS€PP proposaccommodates the
arguments referred to irfd); and

(i) if so, how; and
(i)  if not, why not.

5.1.3 Verificationrelated material

&—For the purpose of claude1.1(2)(a)inrespect of verificationthe specified

{bj(a)averification report, and

{e)b)any informationrelating to theCPP proposalother than information
requiredto be included in PP proposdly Subpart 4provided to the
verifier by or on behalf of th€€PP applicantpursuant to clausé.5.2(3)

Examples: instructions as to how to interpret information provided to
the verifier; details as to the source of the informatj@and
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| {eh(c)subject to subclausg?), a certificate signed by theerifier stating that
the relevant parts of theCPP proposakere verified andverification
report was prepared in accordance wi8thedule G

£3)(2) For thepurpose ofsubclausel1)(ch)), the CPP applicantnust ensure that the
certificatedescribed irsubclausdl) (b)) relates toverification of the relevant
parts of theCPP proposals submitted to theCommission

5.1.4 Auditand assuranceeports

(1) Forthepurpose of clausé.1.1(2)(a)inrespect of audibr assurancgthe specified

information isa report written by arauditor and signed by thaauditor (either inan
| individual'sname or that ofa firm) in respect of an audidr assurance engagement
undertaken of the matters specified alause5.5.3 stating

(@) the work done by theuditor;
| (b) the scope and limitations of the audit assurance engagement

(c) the existence of any relationships (other than thatoiditor) which the
auditor has with, or anynterests which theauditor has in, theCPP
applicantor any of its subsidiaries;

(d) whether theauditor obtained all information and explanations that he or
she required to undertake the auditr assurance engagemerand, if
not-

(i)  details of the information ad explanations not obtained; and
(i) any reasons provided by tH@PP aplicantfor its or their non
provision;

(e) the auditor's opinion of the matters in respect of which the audit
assurance engagemewniasundertaken.

(2) Ferthe-avoidance-ofdoubtpa auditreportin respectof an auditor assurance
engagementundertaken other than expresstg meet the requirementorthe
purpoeseof clauseb.5.3may be considered te-aa auditrepoert-complyrg with
subclausdl)to the extent thatf the reportin respect othatrelatesto-an other audit
or assurance engagemefutlly or partially meetitng the requirements of clause
5.5.3

| (3) TheCPPapplicantmust ensure thathe-auditreportsrequired by this clause relase

to the CPP proposas submitted to theaCommission

‘ (4) For the avoidance of doubt, theaditreportsrequired by this clause need not be

(@) prepared in advance of theerifier undertaking verification of th€PP
proposalt nor
(b) provided to theverifier.

| (5) If, notwithstanding subclaus@), ar auditreport prepared in accordance with this
clause is provided to theerifier, subclaus€3) continues to apply.
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5.1.5 Certification

(1) For the purpose of clauge1.1(2)(a)inrespect of certification, the specified
information isthe certificatesrecording thecertifications specifiedh clauses.5.4

(2) For the avoidance of doubt, one physidalcumentmay contain more than onef
the certifications specifiedin clauses.5.4

5.1.6 Moadification or exemption of CPP application requirements

(1) TheCommissiommay approve a mdification to, or exemption from, any
requirement set out im

(@) this subpart;

(b) Subpart 4;

(c) Subpart5; or

(d) schedules relating to subparts identified in paragraphs (a) to (c) above.

(2) A modification or exemption may be approved where, in @@nmissio®a 2 LAY AZ2Y Z

the modification or exemption will not detract, to an extent that is more than minor,
fromt

(@) theCommissio®d S @I t dzERPhpdpbsal T (1 K S

(b) theCommissio®a RSGSN¥YGPPandA2Yy 27F |

(c) the ability of interested persons to consider and provide their views
the CPP proposal

(3) __ When considering whether a modification or exemption is likely to detract, to an
extent that is more than minor, from the processes listed in subclauses-(2)(adhe
CommissiommayK | @S NB I NR G2 G§KS aAlTS 2F GKS

£3)Y4) A modification or exemption will only apply for the purposes of assessing compliance
of aCPP applicatiomnder s 53S(1) of thactt

(a) if the Commissiorhas previously approved a request bZBP applicant
for the modification or exemption in accordance witlause 5.1.7;

(b) in respect of theCPP applicanand theCPP applicationdentified in the
Commissio®a | LILINP@I T | yR

(c) if the CPP applicantlects to apply the modification or exemption by:

()  meeting all conditions and requirements specified in the approval
that relates to the modification or exemption; and

(i)  providing the relevant information specified in clause 5.1.8 as part of
its CPP application

5.1.7 Process for obtaining a modification or exemption

(1) Atany time prior to providing th€ommissiorwith a CPP apptiation, aCPP
applicantmay request modifications or exemptions to the requirements listed in
clause 5.1.6(1) as alternatives to those requirements.
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(2) Arequest by £PP applicantnustt

(@) be in writing;
(b) include the following information:

"() the/ t t | LILdarme@hdyant@di details;

“(ii) a brief description of the key features of its intende®@P
proposal

“(iif) the date that theCPP applicanintends to submit theCPP
applicationfor which a modification or exemption is sought;

"(iv) a list of the specific modifications ore@mxptions sought;

"(v) an explanation of why th€PP applicantonsiders the
requirements in clause 5.1.6(2) are met;

"(vi) evidence in support of the explanation provided under
subparagraph(v); and

"(vii) identification of any information that is commercially sensitive.

(3) Suwparagraph(2)(b)(vi) may be satisfied by submitting a certificate, signed by a senior
manager of theCPP applicantsetting out the factual basis on which he or she
believes the requirements isubclausé.1.6(2) are met.

(4) In considering whether to approwerequest for modification or exemptions, the
Commissiormay seek, and have regardrtto

(&) views of interested persons within any time frames and processes set by
the Commissionand

(b) views of any person th€Eommissiorconsiders has expertise on a
relevant matter.

(5) As soon as reasonably practicable after receipt of a request for modifications or
exemptions theCommissiorwill, by notice in writing, advise théPP applicards to
whether:

(@) anyof the modifications or exentjns are approved; and
(b) the approval of any modification or exemption is subject to conditions or
requirements that must be met by théPP applicant

5.1.8 Information on modification or exemption of information requirements

Where aCPP applicantlects to apply a modification or exemption approved by the
Commissiorin accordance with clause 5.1.7, it must include as part @R
applicationt

(@) acopy ofthe&Commissio®@a | LILINE G t T

(b) alist of the approved modifications or exemptions which @rRP
applicant has elected to apply in itSPP application

(c) evidence that any conditions or requirements of the approval have been
met; and
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(d) anindication, at the relevant locations within the document or
documents comprising th€PP applicationas to where the
modifications @ exemptions have been applied.

SUBPART Zommission assessment @ customised pricequality path
proposal

5.2.1 Bvaluation criteria

TheCommissionwill use the following evaluation criteria to assesshCPP
proposal

(@) whether theCPP proposat consistent with thenput methodologies
specified inPart 5

(b) the extent to which &€PHRn accordance with th€PP proposakould
promote the purpose of Part 4 of thict;

(c) whetherdata, analysis, and assumptions underpinning @ proposal
are fit forthe purpose of theCommissiordetermining aCPRunder s
53V, including consideration as to the accuracy and reliability of data and
the reasonableness of assumptions and other matters ofguuEnt;

(d) whether proposectapital expenditureandoperating expendture meet
the expenditure objective

(e) the extent to which any proposeguality standardvariation provided in
a CPP proposdetter reflects the realistically achievable performance of
the EDBover the CPP regulatory periadaking into accouneither or
both-

(i) statistical analysief past SAIDI and SAIFI performgrened
(i)  the level of investmenprovided for inproposedmaximum
allowable revenue before tax

as the case may bhand
(H the extent to which

(i) the CPP applicanttas consulted witltonsumerson itsCPP
proposal and
(i)  the CPP proposat supported byonsumers where relevant.

SUBPART B®etermination of customised pricequality paths

SECTION 1 Determinationof annual allowable revenues

5.3.1 Annual allowable revenues

Amountsfor-

(@) building blocksallowable revenuebefore taxfor the next period;
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(b) building blocksallowable revenue after taxor the next period

(c) maximum allowable revenue before tafor the CPP regulatory periad
and

(d) maximum allowable revenue after tafor the CPP regulatory periad
and

{eh(e)forecast allowable revenuefor the CPP regulatory period

will be determined

(2) For the purpose of subclause (1), necessary adjustments may be made to the
maximum allowable revenue before taand maximum allowable revenue after tax
determined under this subpart to enable the setting of floeecast allowable
revenuefor the purpose of clause 3.1.1(1).

5.3.2 Building blocksllowable revenue before tax

| (1) ‘Building blocks allowable revenue before @t eachdisclosure yeaof the next
period is determined in accordance with the formula

(regulatory investment valuex cost of capitaktotal value of commissioned
assetsx (Tkca- 1) +term credit spread differential allowance TF- total
revaluation) + (Tke, - corporate tax ratex TH

+ total depreciationx (1¢ corporate tax ratex TH
+forecast operating expenditure< TFx (L ¢ corporate tax rate
+ (closing deferred taxg opening deferred taxx (TF¢ 1)

+ (permanent differencest regulatory tax adjustments utilised tax losse} x
‘ corporate tax ratex TF) + (Tkey - corporate tax ratex TF.

(2) Wegulatory investment valu@neansthe amount obtained in accordance with the
formula-

total opening RAB value opening deferred tax

(3) For the purpose of subclaugg)Wi 2 G £ @1t dzS 2F O2YYAaaArz2ySHFk
relation to adisclosure yearthe sum ottlosing RAB value®r allcommissioned
assets calculated in accordance with clabs26(3)(b)

(4) For the purpose of subclaugg) ¢

(&) WHKIs determined in accordance with the formula

(1 + cost of capita)-82*¢>

(b) Wk s determined in accordance with the formula

(1 + cost of capitaf-*3>%%
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(5)

(6)

(©)

(d)

Wk/cA1s determined in accordance with tHermula-

PWcax (1+ cost of capitdl ~total value of commissioned assgasd

P\ cAmeans the sum of the present valueadsing RAB valudsr
commissionedassets calculated in accordance with clause 5.3.6(3)(b),
where each present value is determined by discounting edasing RAB
valueby thecost of capitafrom the relevantcommissioning dateo the
commencement of the relevardisclosure year

Forecast operating expenditu@neans in relation to aCPP proposal

(@)

(b)

that has not been assessed by tBemmissionthe amount ofoperating
expenditurefor the relevantdisclosure yeaincluded by theCPP
applicantin itsopex forecast or

undergoing assessment lthye Commissionthe amount ofoperating
expendituredeterminedfor the relevantdisclosure yeaby the
Commissiorafter assessment of the amount in paragraghagainst the
expenditure objective

{dh)—vested-assets

£8)(7) For the purpose of this clause, all values and amount&gpeessed in nominal terms
unless otherwise specified

5.3.3 Building blocksllowable revenue after tax

| (1) ‘Building blocksllowable revenue after t&bis building blocksallowable revenue
before taxlessforecastregulatory tax allowance
(2) For the purpose of thislause, all values and amounts are expressed in nominal
terms.
5.3.4 Price path
(1) The present value of the series of valuesnaiximum allowable revenugafter tax

must equal the present value of the serieshoilding blocks allowable revenue

after tax, -adjusted for the presentalue ofanyclaw-back for theCPP regulatory

period, where present values are determined in accordance with subclé@)se
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(2) __ In subclausél)

(a) __the reference to clawback is a reference to clalback, determined by
the Commissiorpursuant to s53V(2)(b), in the case ofGPP
determination made

(i) after deferral of the relevan€PP proposadh accordance with s
53Z(2) of théAct;

(i) __in response to £PP proposahade in accordance with provisions in
a DPP determinatiorrelating to the submission @#PP proposals
response to a&atastrophic eventor

(i) _as a result of a reconsideration of theice-quality pathin
accordance with clause 5.61) and an amendment made to the
price-quality pathafter reconsideration underlause 5.6.81); and

(b) each reference to a series of values is a reference to the value
determined in respect of eadtisclosure yeaof the CPRequlatory
period.

(3) _ For the purpose of subclaus$t), the present value of each series must be
determined usindhe cost of capital as specified in clause 5.3-8&countrate-egual
to-the 67th percentileastimate o WACOUblished most recently priorto-submission

(4) _ For the avoidance of doubt, where cldwvack is determined where

(a)__subclauseg(2)(a)(i)applies it will only be determined in respect of the
period between the date when thEPRwvould have taken effect had
deferral not occurred and the date tHePP determinationvill come into
effect; and

(b) subclausd?2)(a)(iapplies, it will only be determined in respect of the
period between the date of theatastrophic eventand the date theCPP
determination will come into effect.

(5) _ For the purpose of this subpadthe ¥haximum allowable revenue before @wr the
first disclosure yeaof the CPP regulatory period the amount ofnaximum
allowable revenue before taxn thefirst disclosure yeaof the CPP regulatory
period required for subclausél)to be satisfied.

(6)  For the purpose of this subpafhe haximum allowableevenue before tasfor

eachdisclosure yeanf the CPP requlatory periogxcept the first must equal

MAR..3 (1 +0CP)3 (1-X),

where-

MAR,.1 is themaximum allowable revenue before tai the preceding
disclosure year
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[OCPIs theinflation rate; and

XisanyX factorapplying tothe EDB

(7)  Wlaximum allowable revenue after toks maximum allowable revenue before tax
lessforecast requlatory tax allowance
(8)  For the purpose of subclaugé), 'forecast requlatory tax allowance' means

(a) __whereopening tax lossesre nil in evendisclosure yeaof the next
period, forecast regulatory tax allowanceand

(b) _in all other caseghe amount calculated in accordance with clafsg.13
with the modification that the reference in clau$e3.13(4)o 'building
blocks allowable revenue before tax' is substituted vistiaximum
allowable revenue before tax
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SECTION 2 Costallocationand asset valuation

5.3.5 Allocating forecast values of operating costs not directly attributable

(1) Operating costdorecastin eachdisclosure yeanf the next periodmust,in the case
of anoperating costfor which disclosure pursuant to 4B determinationhas

(@) been made for thdastdisclosure yeaof the current period be
consistent with theoperating coss allocatedto electricity distribution
servicesn that disclosure; and

(b) not beensomade,be consistent with an allocation asperating costgo
electricity distribution servicesarried out in respect of the last
disclosure yeaof the current periodin accordance witltlause2.1.1

(2) Where a sale of the assets usedsupplyelectricity distribution servicesandeither
or both-

(@) another regulated serviceand
(b) anunregulated service

IS

(c) completed between the start of theassessment perio@nd the time the
CPP applicatios made or
(d) highly probable

operating costsattributable to electricity distribution servicesin respect of each
operating costnot directly attributable affected by the salds determinedas the
value allocated telectricity distribution servicesas a result oapplyingclause2.1.1
in respect of thdastdisclosure yeanof the assessment period

5.3.6 RAB roll forward
(1) The opening RAB valoé an asset in relation to

(@) thedisclosure yeaR01(Q is theinitial RAB valueand
(b) adisclosure yeathereatfter, is, where thalisclosure year

(i) followsadisclosure yeain respect of which disclosure pursuant to
an D determinationrelating to that asset has been madeath
asset's disclosedosing RAB value

(i) s thefirst disclosure yeaof the next periodfor whichdisclosure
pursuant to anD determinationrelating tothat asset for the
precedingdisclosure yeahas not been madejetermined in
accordance with subclaugg); or

(i) is any otherdisclosure yearthe closing RAB valufor the preceding
disclosure year
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(2) For the purpose of subclaug)(b)(ii) the opening RAB value of an assethich
this subclause applies is determinasd the value allocated telectricity distribution
servicesas a result oapplyingclause2.1.1to its unallocated closing RAB valder
the precedinglisclosure year

(3) dosing RAB valumeans subject to subclausét), for an asset

(@) with anopening RAB valughe value determinedn accordance with the
formula-

opening RAB valuedepreciation+ revaluation;

(b) having orforecast tohave acommissiornng datein that disclosure yeay
where the asset

() has beercommissionedoy the date theCPP applications madejts
value of commissioned assgbr

(i) has not beercommissionedby the date theCPP applicatiois
made, itsforecastvalue of commissioned assgt

but onlyto the extent that the value would be included in the closing RAB
valueconsistent with application of clausel.l; or

(c) thatis oris forecast to be disposed assetnil.

(4) Forthe purpose of subclaugg), where a sale of the assets usedstapply electricity
distribution servicesand either or both

(&) another regulated serviceand
(b) anunregulated service

IS

(c) completed between the start of theassessment perio@nd the time the
CPP applicatioims made; or
(d) highly probable

closing RAB value respect of eaclassetnot directly attributable affected by the
sale is determineds the value allocated telectricity distribution servicesas a result
of applyingclause2.1.1in respectof itsunallocated ¢osing RAB valuef the last
disclosureyear of the assessment period

(5) The unallocated opening RAB vabfeany asset in relation to

(@) thedisclosure yeaR010,is theunallocatedinitial RAB value
(b) adisclosure yeathereatfter, is where thedisclosure year

(i) follows adisclosure yeain respectof which disclosure pursuant to
an D determinationrelating to that asset has been made, that
asset's disclosednallocated closing RAB valuand
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(6)

(7)

(8)

5.3.7
1)

)

®3)

(i) is any othedisclosure yearitsunallocatedclosing RAB valum the
precedingdisclosure year

Unallocated closing RAB valoreans, in relation te

(a) anasset that is or is forecast to beliaposed assetnil;
(b) any other assetvith anunallocated opening RAB valythe value
determinedin accordance with the formuia

unallocated opening RAB valuauinallocated depreciationt
unallocatedrevaluation; and

(c) any other asset

(i) that hasacommissionng datebetween the commencement dhe
disclosure yeain which theCPP applicatiofis madeand the
application's submissigrnts value of commissioned assgor

(i) forecast tohave acommissionng datethereafter, itsforecastvalue
of commissioned asset

The total opening RAB value in relation to

(@) thedisclosure yeaR010 is the sum of alhitial RAB valuesand
(b) anydisclosure yeathereafter, is the total closing RAB valunethe
precedingdisclosure year

For the purpose of subclau¢@), total closing RAB value' means, in relation to a
disclosure yearthe sum ofclosing RAB valudsr all assets

Depreciation

Unallocated depreciation, in the case of an asset withuaallocatedopening RAB
value, isdetermined subject to subclausg@)and clause$.3.8and5.3.9 in
accordance with the formuta

[1 +remaining asset lif¢x unallocatedopening RAB value

Depreciation, in the case of an asset withagening RAB valugsdetermined
subject tosubclaus€3)andclause5.3.8 in accordance with the formula

[1 +remaining asset lifgx opening RAB value
For the purpossof subclause(1)and(2)
(@) unallocated depreciation andepreciationarenil in the case of

() land;and

(i) aneasementother than afixed life easement and

(i) network sparein respect of the period before which depreciation for
the network sparein question commences und&AAP and
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(b) in all other cases, whelthe asset'sphysicalasset lifeat the end of the
disclosure yeais nit

() unallocated depreciation e asset'sunallocated opening RAB
value; and
(i)  depreciation ighe asset'pening RAB value

5.3.8 Depreciation alternativedeprecation method

(1) Depreciationand, subject to claus®.3.9 unallocated depreciatiomay be
determinedin respect of &CPP regulatory periodsing analternative depreciation
method-te-the-standard-depreciationmethod, provided theCommissiornis satisfied
that the resultof applying thealternative depreciationmethod would better
promotethe purpose of Part 4 thathe result ofapplyingthe standard depreciation
method.

(2) For the avoidance of doubt, subclaudg does not apply to the determation of
depreciationor unallocated depreciatiom the assessment period

5.3.9 Unallocated épreciation constraint

For the purpossof clauses.3.7and5.3.8 the sum ofunallocateddepreciationof
an asset calculated over igsset lifemay not exceed the sum -of

(@) allunallocatedrevaluationsapplying to that asset in allisclosure years
and
(b) in the case of an asset

() intheinitial RAB its unallocatedinitial RAB valueand
(i) notin theinitial RAB its value of commissioned assetr forecast
value of commissioned assgas the case may be.

5.3.10 Revaluation

(1) Unallocated revaluation, subjet subclaus€3), isdetermined in accordance with
the formula

unallocated openingRAB valuex revaluation rate

(2) Revaluation, subjedb subclaus€3), is determined in accordance with the formula
openingRAB valuex revaluation rate

(3) For the purpossof subclauseg¢l)and(2), where-

(@) the asset'physical asset lifat the end of thedisclosure yeais nil; or
(b) the assetisa

() disposed assetor
(i) lostasset

unallocated revaluation and revaluation are nil.
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(4)

(5)

Revaluation rate means, in respect afliaclosure yearthe amount determined in
accordance with the formuta

(CPy+CP*) -1,
where-

CPJ meansforecast CPior CPP revaluatiorfior the quarter that coincides with
the end of thedisclosure yearand

CPJ*meansforecast CPlor CPP revaluatioffor the quarterthat coincides with
the end of theprecedingdisclosure year

Forecast CRbr CPP revaluatiomeans, for the purpose of subclause (4), when

calculating theaevaluation rate-

(a) _in the CPP regulatory periodnd up to the end of th®PP requlatory

period, as forforecast CPI for DPP revaluatiam accordance with clause

4.2.3(4); and

(b) for each later gudter for which a forecast of the change in headl@PI

has been included in the Monetary Policy Statement last issued by the

Reserve Bank of New Zealand prior to the date for which the vanilla
WACGCapplicable to the relevan®PP regulatory periodvas determined,
the CPllast applying under paragraph (a) extended by the forecast

change; and

{aYc)in respect of later quarters, the forecast last applying under paragraph
(b), adjusted such that an equal increment or decrement made to that

forecast for eaclof the following three years results in the forecast for

the last of those years being equal to the target midpoint for the change

in headlineCPlIset out in the Monetary Policy Statement referred to in

paragraph (b).

5.3.11 Forecast alue ofcommissiored assets

)

Porecast valuef commissiored assefin relation to an assdbr whichcapital
expenditureis included in forecast capital expendituiiecludingan assein respect
of whichcapital contributionsare orareforecast to be receiver avested asset
meanssthe forecast cost of thasset to arEDBdetermined by applyin@GAAPo the
asset as on its forecasbmmissioning dateexcept thaf subject to subclaus«?2)
and(3), the cost of

(@) anintangible assetunless it is

(i) afinance leaseor
(i) anidentifiable non-monetary assef
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(b)

()
(d)

(€)

(f)

(@)

(h)

is nil;
aneasementis limited to its forecast market value as on its forecast
commissioning dateas determined by aaluer;

easement lands nil;
anetwork spare

(i)  which is not required, in light of the historiaaliability and number
of the assets it is held to replace; or

(i)  whose cost is not treateds the cost of an asset undé&AAR
whetherwholly orin part,

is nil;
anasset

(i) to be acquired from anotheregulated supplier and
(i) used by thategulated supplierin the supplyof regulated goods or
services

is limited to its value determined in accordance witput methodologies
applicable tathe servicessuppliedby that other regulated supplieras on
the forecastcommissioning date

anassetthat was previously used by &DBin its supplyof other
regulatedservicess limited to its value determined in accordance with
input methodologiesapplicable to thos@ther regulated servicess on
the day before theforecastcommissioning date

anassetor assets, or components of assets, forecast tabguired from
arelated party,and forecast to beommissionedduring anydisclosure
year of the CPP regulatory periodther than assets to whicparagraphs
(e)or (f) apply, arethe forecast values as determined by tB®B
supported by a written certification byo fewer than Airectorsof the
EDBthat they are reasonably satisfiddat the asset values are
consistent with values determined in accordamnai¢h subclaus€76);
anasset in respect of whiatapital contributionsare or are forecast to
be receivedwhere such contributionsre not taken into account when
applyingGAAR is the cost of the asset by applyiG@\APreduced by the
amount of thecapital contributions and

(i) avested assetn respect of which its fair value as would betreated as

10

its cost undeiGAAR must exclude any amount of the fair value of the
asset determined undeGAAPthat exceeds the amount of consideration
providedor forecast to be providedy the EDB and

afinance leaseexcludes the value of any asset for which annual charges

are arecoverable costunder clause 3.1.3(1)(c)
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(2) Where anassetforecast to becommissioneds forecast to be used tsupplyeither
or both another regulated serviceand anunregulated serviceitsregulated service
asset valueborne byregulated servicesin aggregate

(@)

(b)

may not exceed the total value of the asset that would be allocated to
regulated servicesin aggregate, usilgCAM and

must be based only on forecast chasgn theEDB'dusinessof
supplying electricity distribution services

(3) When applyingsAAPfor the purposes of subclaug#), the cost of financings-

(a) _applicable only in respect of the period commencing on the date the

asset becomes or is forecast to becomeaks under constructiorand
terminating on itscommissioning dateor forecastcommissioning date
as the case may be; and

{ayb)calculatedusingarate not greater than thed 5 . f@ectast weighted

average of borrowing costs for each applicatliclosure year

(4) For the purposes of subclause({3, the Ybrecastweighted average of borrowing

02aiaQ Aa ddclos@aziedusing BrinchRdNskt but iBAAP taking into

account:

(a)

the cost of financing rate is tHerecastweighted average of the costs

(b)

applicable to borrowings in respect cipexthat areforecast to be
outstanding during thelisclosure year
the total costs aplicable to borrowings outstanding as used in

(c)

calculating the weighted average must include costs of borrowings made
or forecase to be madespecifically for the purpose of any particular

(i) capexprojects, or

(i) capexprogrammes and

the amount of borrowing cost®recast to becapitalised during the

(d)

disclosure yeamust not exceed the amount of borrowing co$isecast
to beincurred during thalisclosure year
wherea capital contributionis received by ai&DB the relevant asset

(e)

will becomeworks under constructiorfor the purposes of calculatg
the cost of financing
subject to subclause (i),cpital contributionwill reduce thecostof

(f)

works under constructionfor the purpose of the calculation of the
finance cost, even if theesultingvalueof works under constructions

negative
subject to subclause (q)here the value ofworks under construction

will benegative in accordance with subclause Bg cost of financing
for the period ending on théorecastcommissioning datewill be

negative

244925@555188921099 162



(@

where the cost of financing an asset whickwisrks under constructions

(h)

negative under subclause (f), it will reduce foeecastvalueof the
relevantassetor assetdy that negative amount where such a reduction
is not otherwise mad underGAAP

for the purpose of subclausd)( works under constructiorincludes

(i)

assets that are forecast to lmmhancedor acquired and
where the cost of financing if®recast to bederived as income in relation

to works underconstructionand is

() negative; and

(i) included in regulatory income under d determination

it will not reduce theforecastvalueof the relevant asset or assets whesach

reductionwould not otherwisebe made undeiGAAP

(@)

(b)

{4Y5) For the avoidance of doubt

revenue derived or forecast to be derivadrelation toworks under
constructionthat is not included in regulatory income under Hh
determination erprecedingregulatoninformation-disclosure
reguirementsreduces the cost of an asset by the amount of the revenue
where such reduction is not otherwise made un@*AP and

where expenditure on an assethich forms or is forecast to form part of
the cost of that asset undésAARS incurred or forecast to be carred

by anEDBafter that asset isommissionedor forecast to be
commissioned such expenditure is treated as relating to a separate
asset.

{5)(6) In this clause, 'forecast capital expenditure' means, in relation@& proposal

(@)

(b)

that has not been assesseg the Commissionthe amount ofcapital
expenditurefor the relevantdisclosure yeaof the next periodincluded
by the CPP applicanh its capex forecast and

undergoing assessment by t@®mmissionthe amount ofcapital
expendituredetermined for the elevantdisclosure yeaof the next
period by the Commissiorafter assessment of the amount in paragraph
(a) against theexpenditure objective

| {68)(7) For the purpose of paragrafh3.11(1)(g)the forecast value of any assets, or
components of assets, must lsensistent with valuedeterminedin accordance with
one of the followingg

(@)

the forecast price to be paid by tHeDBfor the asset, where the forecast
cost of all assets to be acquired from thedated partyand first
commissionedn anydisclosure yeaof the CPP regulatory periodvill

be less tharg
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() one percent of the sum adpening RAB valuef®r the EDBfor that
disclosue year, or

(i)  20% of the cost of all assets to be ficetmmissionedoy theEDBIn
that disclosure year

(b) the forecast price to be paid by tHeDBfor the asset, where

(i) itis reasonably expected that at least 50% of tekated partyQ a
sales of assets will be to third parties in tiisclosure yeain which
the asset is firscommissioned and third parties may purchase the
same or substantially similar assets from tleéated party on
substantially the same terms and conditions, uathg price; or

(i)  that forecast price is substantially the same as the price paid for
substantially similar assets (including any adjustments for inflation
using CPI or an appropriate input price index) in the preceding 3
disclosure yeas from a party othethan arelated party;,

(c) the price to be paid by thEDBto the related partyfor an asset to be
commissionedn adisclosure yeain the CPP regulatory periotias been
determined following a completed competitive tender process, provided
thatg

(i) the price is ® more than 5% higher than the price of the lowest
conforming tender received;

(i)  all relevant information material to consideration of the proposal
was provided to third parties, or made available upon request;

(i) at least one other qualifying proposal was raeal; and

(iv) the EDBretains for a period of 7 years following the closing date of
tender proposals a record of the tender and tender process,
including request for information and/or proposal, the criteria used
for the assessment of proposals, reasons faregtance or rejection
of proposals, and all proposals and requests for information on the
tender for the purposes of making proposals;

(d) its forecast depreciated historic cost on the day before the forecast
acquisition by theeDBdeterminedin accordance wit GAAP

(e) its forecast inventory value on the day before the forecast acquisition by
the EDBdetermined in accordance witBAAP

() its forecast market value as at temmissioning dateas determined by a
valuer,

(g) its forecast directly attributable cost as would be incurred by the group
to which theEDBandrelated partyare a part, determined in accordance
with GAAR as if the consolidated group was tB®B
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(h) the forecast price to be paid by tHeDBfor the asset rélects the price or
LINA OSa& GKLI G ¢ 2 dzileRgtharénsactlori jRovided the y | NI Q
price cannot otherwise be determined under paragraphs;(@).

5.3.12 Works under construction

(1) Opening works under constructioneans, in respect of

(@) the firstdisclosureyear of the next periodwhere that year i¢onsecutive
to adisclosure yeain respect of which disclosure pursuant to l&n
determination-

() has not been made, initial works under construction; and

(i) has been made, the value of works under construction last disclosed
in accordance with théD determinationto the extent that it is
intended to be included ia closing RAB valueand

(b) any year other than the firadisclosure yeanof the next period, closing
works under constructiorof the precedinglisclosure year

(2) For the purpose of subclaug#)(a)(i) 'initial works under constructidnrmeans
expenditure incurred onvorks under constructionas of the first day of ta
disclosure yeain question,calculated in accordance with clause.11, modified in
that referencedn that clauseo "forecastcommissioning daté are substituted with
"forecast date that expenditure is incurred".

(3) dosing works under constructiasthe amountdetermined in accordace with the
formula-

opening works under constructior sum ofcapital expenditure- (sum ofvalue
of commissioned assst+ sum offorecast value of commisened asset},

where-

(@) the sum ofvalue of commissioned assetsly includes valuet® the
extent that they are included inlosing RAB valuedisclosed pursuant to
an|D determination and

(b) the sum offorecast value of commissioned asseatsly includes value®
the extent that they are included in the sumabsing RAB values
provided pursuant to claus®.4.11pd)(ii).

SECTION 3 Treatment of taxation

5.3.13 Forecast equlatory tax allowance

(1) Forecast egulatory tax allowances, where forecastegulatory net taxable income
is-
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(@) nil or a positivenumber, thetax effectof forecastregulatory net taxable
income and
(b) a negativenumber, nil.

(2) Regulatory net taxable inconmaeansregulatory taxable incomdessutilised tax
losses
(3) Regulatory taxable income is determined in accordance with the formula

regulatory profit / (loss) before tax+ permanentdifferences+regulatory tax
adjustments

(4) Regulatory profit / (loss) before tax means the value determined in accordance with
the formula

building blocks allowable revenubefore tax+sether+regulated-income

operatingexpenditure- total depreciation

5.3.14 Tax losses

(1) Utilised tax losses meaimpening tax lossessubject to subclausg).

(2) For the purpose of subclaug#), utilised tax losses may not exceezfulatory
taxable income

(3) Opening tax lossas relation to-

(@) the firstdisclosure yeanof the next period, is nil, subject to subclause
(4), and

(b) subsequentdisclosure year®f the next period, isclosing tax losse®r
the precedinglisclosure year

(4) For the purpose of subclau$8)(a) if the Commissioris satisfied that afeDBwill
incur forecastax losses, opening tax losses is #mountof losses in respect of
which theCommissions satisfied.

(5) For the purpose of subclaugg)(b) 'closing tax lossésneans the amount
determined in accordance with the following formuia,whicheach termisan
absolute value

opening tax losses current period tax losseautilised tax losses
(6) Inthis clause, lrent period tax lossess, whereregulatory taxable incomes-

(& nil or a positivenumber, nil; and
(b) a negativenumber, regulatory taxable income

5.3.15 Permanent differences

(1) Permanent differences is tr@emount determined in accordance with the formula

positive permanent differencesliscretionary discounts and customer rebates
negative permanent differences.
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(2) For the purpose of subclaugg), ‘positive permanent differencesmeans subject to
subclausg3), the sum of

(a) all amounts of income

() treated as taxable were th&ax rulesapplied to determine income
tax payable in respect t¢iie EDB'ssupplyof electricity distribution
services and

(i) notincludedas amounts of income in determinimggulatory profit
/ (loss) before tax and

(b) all amounts of expenditure or loss

(i) included as amounts of expenditure or lassdetermining
regulatory profit / (loss) before taxand

(i)  not treated as deductions were thax rulesapplied to determine
income tax payable in respect ibfe EDB'ssupplyof electricity
distribution services

if the difference in treatment of amounts of

(c) income under paragrapta)(i)and paragrapt{a)(ii} or
(d) expenditure or loss under paragragi)(i) and paragrapltfb)(ii),

is a difference thais not-

(e) areversalor partialreversalof a difference for a priodisclosure year
and
() forecast toreversein a subsequendisclosure year

(3) For the purpose of subclaug®), positive permanent differencesxcludes any
amounts that are

(&) amortisation of initial differences in asset valuesr
(b) amortisation of revaluations

(4) Forthe purpose of subclaugt), 'negative permanent differencémeans subject to
subclaus€b), the sum of

(@) all amounts of income

() included as amounts of income in determiniregulatory profit /
(loss) before taxand

(i) not treated as taxable were thiax rulesapplied to determine
income tax payable in respect thfe EDB'ssupplyof electricity
distribution services and

(b) all amountsof expenditure or loss
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(5)

() treated as deductions were thax rulesapplied to determine
income tax payable in respect ibfe EDB'ssupplyof electricity
distribution services and

(i)  notincluded as amounts of expenditure or loss in determining
regulatory proft / (loss) before tax

if there are differences between the values in

(c) paragraph(@)(i)and paragraplfa)(iiy and
(d) paragraph(b)(i)and paragraptgb)(ii),
and such differenceare not

(e) thereversalof a difference in a priodisclosure yearand
() forecast toreversein a subsequendisclosure year

For the purpose of subclau$é), negative permanent differences excledny
amounts that are

(a) discretionary discounts and customer rebates
(b) expenditure or loss determined in accordance with the rulesthat is-

(i) interest; or
(i)  forecast to be incurred in borrowing money; and
(c) any

(i) taxlossesand
(i) subvention payment made or received by BDB

5.3.16 Regulatory tax adjustments

(1)

(2)

3)

(4)

Regulatory tax adjustments are determined in accordance with the formula

amortisation of initial differences in asset valuset+ amortisation of
revaluations- notional deductible interest

For the purpose of subclaugg), 'notional deductible interest’ means the amount
determined in accordance with the formga

(((regulatory investment value+r RAB proportionate investment leveragex
cost of deb) +term credit spread differential allowance

K 0 nosttof deb).

For the purpose of subclaug®)> Ww! . LINBLR2NIOA2Y I GS Ay@Sady
the proportionate valueof each asset forecast to mmmissionedess the sum of

the proportionate valueof eachdisposedasset

For the purpose of subclaugg)> WLINB L2 NI A2y -GS @I f dzSQ YSIy
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(@) an asset forecast to beommissioned itsforecast value of
commissioned assemultiplied by the proportion of thatlisclosue year
in question from the forecastommissioning dateéo the end of that
disclosure yeaout of the wholedisclosure yearand

(b) adisposed assetitsopening RAB valuenultiplied by the proportion of
that disclosure yeafrom the date of sale or transfeto the endof that
disclosure yeaout of the wholedisclosure year

5.3.17 Amortisation of mitial differences in asset valge

(1) Amortisation of initial differencem asset valugis, subject to subclaus@),
determined in accordance with the formula

| openingunamortised initial differences in asset valuespeningweighted
average remaining useful life oflevantassets.

(2) For the purpose ofhis clause'opening ummortised initial differences in asset
values means in respect of

(@) thedisclosure yeaR010, initial differences in asset values; and

(b) eachdisclosure yeathereafter, subject to subclausét), closing
unamortised infial differencein asset values for the precedinmlisclosure
year.

| (3)  For the purpose of subclaug®)(a) 'initial differencesin asset valuésneans, subject
to subclaus€4), the sum ofinitial RAB value¢ess the sum ofegulatory tax asset
values on the first day othe disclosure yeaf010.

(4 C2NJ GKS 1JzN1J32asS 2F adzoOfl dzaS o6m0O> W2LISYyAy
NEBfSPIFryia laasSiaqQ YSIya
g=a-b
where:
a=the 2010 weighted averagemaining asset lifeof assets included in the initial

RAB calculated by usingtial RAB valuess weights

b=disclosure yeatess 2010.

{3)5) For the purpose of subclausgl) and (2)

(&) no accounimaybe taken ofunamortised initial differences in asset
values of sold asseteom the date of sale; and

(b) account must be taken afnamortised initial differences in asset values
of acquired assetBom the date of acquisition.

| {4Y(6) For the purpose of subclaug®)(b) ‘closing unamortised initial difference in asset
valuesis determined in accordance with the formula

Opening unamortisedhitial differences in asset valueamortisation of initial
difference in asset values
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5.3.18 Amortisation of revaluations

Amortisation of revaluations in relation to &DBfor adisclosure yeais calculated
in accordance with the formufa

total depreciation- adjusted depreciation

5.3.19 Deferred tax
(1) Opening deferred taxneans, in respeaf-

(@) thedisclosure yeak01Q nil; and
(b) eachdisclosure yeathereafter, closing deferred takor the preceding
disclosure year

(2) For the purpose of subclaug#)(b) 'dosingdeferred tax'is determined in
accordance with the formuta

opening deferred taxttax effectof temporary differences tax effectof
amortisation of initial difference in asset valuesdeferred tax balance relating
to assets acquired in thdisclosure parin questionc deferred tax balance
relating to assets disposed of in thsclosure yeam question+ cost allocation
adjustment

(3) For the purpose of subclau¢g), 'deferred taxbalance relating to assets acquired in
the disclosure yeain question'means the amount of deferrethx associated with
the assets acquired by theDBfrom anotherregulated supplier excluding the
reversalof temporary adjustments arising as a consequence of the aale,
determined in accordance witimput methodologiesapplicable to theegulated
serviceghat the assets in question were usedgopply.

(4) For the avoidance of doubt, the amount referred to in subclai@enust include
proportionate adjustments for

(@) thetax effectof temporary differences and
(b) the amortisation of initial differences in asset values

up to the date the assets in question were acquired.

(5) For the purpose of subclaug®), ‘cost allocation adjustment’ means thax effectof
the dollar value difference between the change in the sumegtlatory tax asset
valueson the last day of thelisclosure yeaand the change in the sum ofosing
RABvaluesas a result only of applying

(&) theresult ofasset allocation ratios to thiax asset valuen accordance
with clause5.3.21(1) and

(b) dause2.1.1to the unallocatedclosingRAB valuewhere either or both
clause$.3.6(1)(b)(iand5.3.6(3)apply.

‘(6) C2NJ (KS LJzN13R2 &S 2F &doOfl dza8 6HOUS WRSTSNN

in thedisclosure yeain questio? Y SIFyva (GKS | Y2dzyi 2F RSTSNI
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the assets disposed of by tlOBand, where that deferred tax balance is a deferred
tax liability, it musthavea negativevalue

5.3.20 Temporary differences

(1) Temporary differences i©ie amountdetermined in @cordance with the formula

depreciation temporary differences + positive temporary differennegative
temporary differences

(2) For the purpose of this clausegpreciation temporary differences' &ljusted
depreciationless tax depreciation.

(3) For thepurpose of subclaus@)'tax depreciation’ is the sum of the amounts
determined for all assets by application of tteex depreciation rulego the
regulatory tax asset valuef each asset.

(4) For the purpose of subclaugg), 'positive temporary differencesheans the sum of

(@) all amounts of income

(i) treated as taxable if théax ruleswere applied to determine income
tax payable in respect t¢iie EDB'ssupplyof electricity distribution
services and

(i) notincluded as amounts of income in determinmegyulatory profit
/ (loss) before tax and

(b) all amounts of expenditure or loss

(i) included as amounts of expenditure or lassletermining
regulatory profit / (loss) before taxand

(i)  not treated as deductions were thax rulesapplied to determine
income tax payablenirespect othe EDB'ssupplyof electricity
distribution services

less any amount that idepreciation temporary differencegdf there are
differences between the values-in

(c) paragraph(@)(i)and paragraplfa)(iiy and
(d) paragraph(b)(i)and paragraptgb)(iy),

and such differences

(e) are thereversalof a difference in a priodisclosure yearor
(f) are forecast taeversein a subsequendisclosure year

(5) For the purpose of subclaugg), 'negative temporary differences' means the sum of
(@) all amounts of income
() included as amounts of income in determiniregulatory profit /

(loss) before taxand
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(i)  not treated as taxable were th&ax rulesapplied to determine
income tax payable in respect ibfe EDB'ssupplyof electricity
distribution services and

(b) all amountsof expenditure or loss

() treated as deductions were thax rulesapplied to determine
income tax payable in respect ibfe EDB'ssupplyof electricity
distribution services and

(i)  notincluded as amounts of expenditure or loss in determining
regulatory proft / (loss) before tax

less any amount that depreciation temporary differencs, if there are
differences between the values-in

(c) paragraph(@)(i)and paragraplfa)(iiy and
(d) paragraph(b)(i)and paragraptgb)(ii),
and such differences

(e) are thereversalof a difference in a priodisclosure yearor
(f) are forecast taeversein a subsequendisclosure year

5.3.21 Regulatory tax asset value

(1) Regulatory tax asset value, in relation to an asset, means the value determined in
accordance with the formuta

tax assetvalue?® result ofasset allocation ratio
(2) Tax asset valuemeans,in respect of
(&) anasset

(i) intheinitial RABwhere, in thedisclosure yea010, the sum of
unallocatedinitial RAB valuess less than the sum of thedjusted
tax valuesof all assets in theitial RAB

(i) acquired from aegulated suppliewho used it tasupplyregulated
goods or servicesor

(i) acquired or transferred from eelated party,

the value of the asset determined by applying th& depreciation rules
to its notioral tax asset value; and

(b) any other asset, its forecaatljusted tax value
(3)  'Notional tax asset value' means, for the purpose of

(@) subclauseg(2)(a)(i) adjusted tax valueof the asset in thelisclosure year
2010adjusted to account proportionately for the difference between
the-
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(b)

(€)

()
(ii)

sum of theunallocatedinitial RAB valuesand
sum of theadjusted tax values

of all assets in thanitial RAB

subclausg?2)(a)(ii) value after applying theax depreciation rulego the
tax asset value (as 'tax asset value' is defined inrtpat methodologies
applying to theregulated goods or servicas questior) in respect of the
disclosure yeain which the asset was acquired; and
subclausg?2)(a)(iii) value in respect of thdisclosure yeain which the
asset was acquired or transferred that

()
(ii)

consistent with theax rules and

limited to itsvalue of commissioned asset, if relevantcapital
contributions aretreated for tax purposes in accordance with

section CG 8 of the Income Tax Act 2007 (or subsequent equivalent
provisions)Jimited to thevalue of commissioned ass@ius any

capital contributionsapplicable to the asset

(4) For the purpose of subclaugt), -result ofasset allocation ratio' means, where an
asset or group of assets maintained under the rules

(@)

(b)

has a matching asset or group of assets maintained for the purpose of
Part 2 Subpart 2Zhe value obtained in accordance with the formula

opening RAB valuer sum ofopening RAB valuesas the case may
be

unallocated opening RAB valus sum ofunallocated opening RAB
values as the case may be

applying the formula in respect of the asset or smallest group of assets
maintained for thepurpose ofPart 2 Subpar that has a matching asset or
group of assets maintained under thex rules and

does not have a matching asset or group of assets maintained for the
purpose ofPart 2 Subpar,2he value of the asset allocated to tkapply
of electricity distribution serviceswere clause?.1.1to apply to the asset
or group of assets.

SECTION 4 Cost of capital

5.3.22 Methodology for estimating the weighted average cost of capital

(1) The cost of capital for @PHs the cost of capital determined in accordanciéhvihe

methodoloqy identified in clause 4.4.1 for tbPPapplying at the start of th€PP

requlatory period
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(2)  Where there has been\WACC changé¢he cost of capital for th&€ PHs theDPP
WACGQeferenced in clause 5.H/4)(a), which has effect in the remaining years of the
CPP requlatory periad

5.3.23 Methodology for estimating term credit spread differential

Werm credit spread differentiflis the amount determinedior aqualifying supplierin
accordance with the formuta

(A=B)xCxD,

where-

(a) 'A'is the sum of théerm credit spread difference

(b) 'B'is the book value of theualifying supplier'stotal interestbearing
debt as at thebalancedate of the supplier's financial statements audited
and published in thélisclosureyearin question relate;

(c) 'C'isleverage and

(d) 'D'is, in relation to theyualifying supplier the average of

() the sum ofopening RAB valuesnd
(i) the sum ofclosingRAB values

5.3.24 Term credit spread difference
(1) Werm credit spread differen€is determined in accordance with the formula

<y,
where-

(a) 'T'is the amount determined in accordance with the formula

[XX]x (original tenor of theyualifying debtg 5);

(b) 'U'is the book value in New Zealand dollars ofdialifying debtat its
date ofissue

(2)  For the purpose of this clause, where thealifying debtis issued to aelated party,
‘original tenorof the qualifying debt means the

(a) tenor of thequalifying debt or
(b) period from thequalifying debts date of issue to the earliest date on
which its repayment is or may be required,

whichever is the shorter.

5.3.25 Interpretation of terms relating to term credit spread differential
(1) WYualifying debfmeans a line of debt

(a) with an original tenor greater than 5 years; and
(b) issued by @ualifying supplier
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(2) Wualifying suppligdneans aequlated suppliemwhose debt portfolio, as at the date
of that supplier's most recently published audited financial statements, has a
weighted average original tenor greater than 5 years.
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Qb)—4—yeappen9d,—4—yeap’s;—and
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SECTION 5 Alternative methodologies with equivalent effect

5.3.26 Alternativemethodologies with equivalent effect

(1) ACPP applicantin making &PP applicationmay apply an alternative methodology
to that specified for

(@) cost allocation and asset valuation in Section 2;
(b) treatment of taxation in Section 3; or
(c) the estimation ofterm credit spread differentialsn Sectiom.

(2) TheCommissionin evaluating £PP proposand in determining &£PHor anEDB
may apply the alternative methodology elected by tBBP applicant

(3) An alternative methodologgpplied by either afeDBor the Commissiorin
accordance with this clausaust:

(@) produce an equivalent effect within théPP regulatory periotb the
methodology that would otherwise apply; and
(b) not detract from the promotion of the purpose of Part 4 of tAet.

SUBPART 4nformation required in aCPP proposal
SECTION 1 Generalmatters

5.4.1 Application of thissubpart

(1) Subject to subclaus@), aCPP proposahust contain in all material respectshe
information specified in this subpart.

& —Forthep

{4)(2) where aCPP proposas made in accordance with provisions iD&P determination
relating to the submission @PFRproposalsin response to &atastrophic evenithe
information specified irtlause5.4.3is not required

5.4.2 Reasons for the propobka

A CPP proposahust containa-

(a) detailed description of th€PP applicard rationale forseekinga CPP
and
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(b) summary of thekey evidence in the proposal supporting that rationale.

5.4.3 Information regarding priority of proposal

(1) ACPP proposahust containan explanatioras towhy theproposaldeserves to be
prioritisedfor assessment beforether CPP proposal were the Commissiorto
exercise its prioritisation powers under s 53Z of Aut.

(2) For the purpose of subclaugt), aCPP applicanmustaddresghe prioritisation
criteriaspecified in paragraphs (b) and (c) &3Z(3 of the Act, viz-

(&) urgency of any proposed additional investment (compared to historic
rates of investment) required to meebnsumerrequirements on
quality, in accordance witBubclausg3); and

(b) materiality of the proposal relative to the size and revenues of the
applicantin accordance with subclaugé).

(3) For the purpose of subclau¢2)(a) the CPP applicantnust explain
(&) how any proposed investment

(i) compares with historic rates of investmeiatnd
(i) relates to meetinggonsumerrequirements on qualityand

(b) the optimaltiming of any proposed investment, including any timeframes
that would apply to the process of undertaking that proposed
investment.

(4) For the purpose of subclau¢2)(b) the CPRapplicantmust

(@) explainthe current size oits businessand how the propose@PRwvould
affect the size ofts businessand

(b) describeits revenue under thddPPandexplainhow its revenue under
the proposedCPRwould differ, if at all,from that revenue

5.4.4 Durationof requlatory period

Where aCPP applicanseeks aCPRof 3 years' o# years' duration

(@) the duration of theCPPsought must be stated in theéPP proposalnd
(b) the CPP proposahustcontainan explanation as to whiynat duration
better meets the purpose of Part 4 of tietthan 5 years.

SECTION 2 Information regarding quality

5.4.5 Information on promsed guality standard variation

| Where aCPP applicandeeks ajuality standard variationas part of &2PP proposal
the CPP proposahust contain the following information:

(a) different values of either or both ef

| (i) the mean of SAIDI and\E|:>sapand >sag aArd
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(b)

(©)

(d)

(i) the standard deviation of SAIDI and SAIEkpl Y Rar

(ii) the SAIDI and SAIFI limits

(iv) the SAIDI and SAIFI targets;

(v) the SAIDI and SAIFI unplanned boundary values;

(vi) the SAIDI and SAIFI caps; and

E8(vii) the SAIDI and SAIFI collars

to those which would beletermined in accordanceith the methodology
for calculating reliability limits specified in tiEPP determination

an explanation of the reasons for the proposgahlity standard
variation;

anengireersreport-en-demonstrationof the extent to which theguality
standard variationbetter- reflects the realistically achievable
performance of theeDBover theCPP regulatory periotased on either
or both of

(i) statistical analysief past SAIDI and SAIFI performgrened
(i)  the level of investment provided for in proposathximum

allowable revenue before taxand

demonstration of the estimatedn-estimation-and-evaluation-of-the
effect of theproposedquality standard variatiop-had-t-apphed-the
previousan-earlierperiodi5-yeardoy use of historic data, by contrast

with the quality standards specified in tiEPP determination

SECTION 3 Price pathinformation

5.4.6 Interpretation

(1) Inthissection,the meanings of defined terntbat are valueor amountsto be
determined by theCommissiorwhen making &PP determinatiorare modifiedto
mean the values or amounfgoposed by theCPP applicansubject toany other
provision to the contrary.

(2) Anyvalues and amounts usdry aCPP applicartio determinethe quantumof
allowances, amounts, sums or valueguiredby this sectiormust be consistent with
other information provided in accordance with tipart.

5.4.7 Proposed building blocks allowable revenue

(1) ACPP proposahust containamountsfor-

(@)

(b)

building blocks allowable resnue before taxfor eachdisclosure yeanof

the next period, and
building blocks allowable revenue after tabor eachdisclosure yeaof
the next period

244925@555188921099

187



| (2) Subject to subclausd), aA CPP proposahust containall data, information,
calculations anéssumptions used tdeterminethe amountsrequired by subclause
(1), including but not limited te

(a) forecasts of

() regulatory investment value
(i)  total value of commissioned assetstermined in accordance with

clause5.3.2(3)
(i) total depreciation, and
—total revaluation; and
L otherregulatedihcome
(b) all data, information, calculations and assumptions used to derive
amounts or forecasts ofkcaPWcaTF andTRe determined in
accordance with clause3.2(4)

{eh(c)forecast operating expenditurgeand
{e)d)any proposederm credit spread differentialallowance

{4)(3) All calculationsvaluesandamountsrequired by this clausmust be presentedn a
spreadsheetormatwhich-

(@) clearly demonstrates howuilding blocks allowable revenue before tax
andbuilding blocks allowable revenue after tabor eachdisclosureyear
of the next periodhave been derived using the formelapecified in
clauses5.3.2 and5.3.3 and
| (b) where data has been computed or derived from other values on the
spreadsheet through the use of formulae, makes the underlying formulae
accessible.

(4)  Where the information spefied in subclause (2) iscludedin aCPP proposah a
spreadsheeformat-

(a) the information must be crosgeferenced in the text othe CPP proposal
document; and
(b) the spreadshedt)must
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() providecrossreferences taany CPHnformation requiremeninput
methodologythat the spreadsheet satisfies

(i) useterms and labelsconsistent with the terminology in theput
methodologies

(i) _identify and explairthe source inputsand outputs of each
spreadsheet

(iv) produce all of the intermediate outputassetout in Part 5, Subpart
3 and Part 5, Subpart 4; and

{H(v) demonstrate links and interdependencibgstween source inputs,
intermediate calculations and outputs.

5.4.8 Maximum Allowable Revenues

(1) ACPP proposahust containamountsfor-

(@) maximum allowable revenudefore taxfor eachdisclosure yeaof the
CPP regulatory periadand

(b) maximum allowable revenue after tator eachdisclosure yeaof the
CPP regulatory periad

(2) For the purpose of subclausél)(a)and(1)(b) the CPP applicantnust-

(@) apply an X factor;rad
(b) state the value of the X factor.

(3) For the purpose of subclau¢2)the X factorsthat defined inthe CPP applicant's
DPP determinationsubject to subclausét).

(4) Forthe purpose of subclau¢g), adifferent X factoror factorsmay be usedprovided
that the CPP proposatontainsan explanation and supporting evidence as to why
that would better meet the purpose of Padtof theAct.
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{6)5) For the purpose of this claus®PP annual compliance statememteans the most
recent annual compliance statement made by the supplier in accordance \Wi#Pa
determination.

| {4(6) All calculations and values required by this clamsestbe presentedin a spreadsheet

format which clearly demonstrates homwaximum allowable revenudefore taxand

maximum allowable revenueafter tax for eachdisclosure yeaof the CPP regulatory
period have been derived frorbuilding blocks allowable revenue aftédax and the
variables in clausg.4.7.

| {8)(7) For the purpose of subclaugé?), the spreadsheet must be provided in a format

that-

(&) showsclearly how the values required by subclag$gwere derived in
accordance with the formulae specified in clauSex2to 5.3.4 and

(b) where data has been computed or derived from other values on the
spreadsheet through the use of formulamakesthe underlying formulae
accessible.

SECTION 4 (ost allocation information

5.4.9 Qost allocation information
(1) Where aCPP applicant

(@) makesallocaions ofoperating costanot directly attributable pursuant
to clauseb.3.5(1) or
(b) determinesopeningRAB valuepursuant to claus®.3.6(1)(b)(ii)

the CPP proposahustcontainthe information specified in subclaugg).

(2) For the purpose of subclaugt), the informationis that specifiedn the applicable
tables inSchedule Bsubject to subclaus@), whichtables comprise

() Tablel
Allocation of asset values
(i) Table2+relatingtoalocatione : : i ralue

Report supporting allocations of asset values ¢pahlic)

(i) Table 3relatingtoallocation-ofeperating-costanot-directy
apphcable Allocation of operating costs

(iv) Table 4 Report supporting allocation operating costs (nopublic)

alba ala e,.n alalaliaWalaYa ala alaa a¥a aifaYa alaV Q 2 t
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(v) Table 5 Rationale for selecting proxy allocateelating-toarn's-
longthdeduchonsirom eporatngcosts

(3) Subject to subclause (An respect of

(a) operating costanot directly attributable allocated toelectricity
distribution servicesin accordance with clause3.5(2) or
(b) closing RAB valuedetermined in accordance with clause3.6(4)

the CPP proposahust contain the inbrmation specified irSschedule Csubject
to subclaus€4), which tables comprise

(c) Tablel
Rewsechllocatlon of requlated asset values
(d) Table 2

(e)
last—yeapef—meassessment—penad?ewsed aIIocatlon of operating cqgsts

and

(N Table 4+elatingtoarm'slength-deductionsfrom-operating-costs Report

supporting revised allocatioof operating costs (nepublic) and
{H(g) Table 5Rationale for selecting proxy allocator

(4) For the purpose of this clause

(@) the information specified in the tables of tleeheduleseferred to must
be provided on spreadsheetsnd

(b) where data has been computext derived from other values on the
spreadsheet through the use of formulae, all underlying formulae must
be accessible

(c) the information specified in Table 2 and Table 4 of Schedule B and Table
2 and Table 4 of Schedule C maybavidedby way of norpublic
discbsure to theCommissionand

(d) the information in Schedule B must be provided

(i) for thedisclosure yeaprior to submitting theCPP proposdf it has
not been disclosed in accordance with l@hdetermination

(i) in the next periodwhere there is a change in ttalocation
methodology type and

((iii) in the next periodwhere theallocator metricchanges by at least
5%

(5)  Wherethe CPP applicanhas used @roxy cost allocatoito provide theinformation
specified insubclauses (2) dB), the CPP applicantnust explain irthe CPP proposal
for eachproxy cost allocatoused
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(6)

(a) whyacausal relationshigcannot be establishedcand
(b) the rationale forusing theselectedguantifiable measure for thgiroxy
costallocator.

Where theCPP applicanbhas used aroxy asset allocatoto provide theinformation

specified insubclauses (2) or (3), tHePP applicanmnust explain irthe CPP propoda
for eachproxy asset allocatoused

(a) whyacausal relationshigcannot be established; and
(b) the rationale forusing theselectedguantifiable measure for thatroxy
asset allocator.

5)(7) The information in Schedule C is not required where the value of the assets to be sold

asspecified in clause 5.3.6(#)less than 5% dhe unallocated closing RABaluefor
the lastdisclosure yeaof the assessmenperiod.

5.4.10 Certification requirements

(1)

)

Where anyarm's-length deductionwasappliedfor the purpose of this Sectiothe
CPP proposahust contain certification by no fewer than 2 of teB'directors in
the following terms where words in bold bear the meanings specified in this
determination:

"I, [insert name]director of [insert name of Supplier gkrvicesregulated under
Part 4 of the Commerce Acertify that, having made all reasonable enquiry, my
belief is that having had regard to the attached informatiorigrmation

required byclause5.4.9(2] for the purpose of thesupplier'sCPP proposait

was appropriate to make tharm's-length deductionsthe amount and nature of
which are detailed in th tables belownamely:

Table 4 of Schedule B / Table 5 of Schedule B / Table 3 of Schedule C / Table 4 of
Schedule (telete as appropriate]

Where,in relation toregulated service asset value® VABAAwvas appliedor the
purpose of thilausein accordance wittfSubpart 3 Section,2he CPP proposahust
containcertification by no fewer than 2 of thEDB'dlirectors in respect oits
application in the following termsvhere words in bold bear the meanings specified
in this determination

"l, [insert namé, director of [insert name of Supplier skrvicesregulated under
Part 4 of the Commerce Actertify that, having made all reasonable enquimy
beliefisthat having had regard to the attached informati@meing information
required byclause5.4.9(2) for the purpose of thesupplier'sCPP proposal

(&) the attached information is accurate;

(b) the OVABAAwas applicablen accordance with clausa1.2 and

(c) the followingunregulated servicesvould beunduly deterredhad
adjustments to allocatins of regulated service asset valugsn
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| accordance with claus2.154) not been madellist relevantunregulated
service$."

(3) Whereg in relation tooperating costgrovided in aCPP proposah accordance with
subclausé.4.8(1)and Schedule @Ghe OVABAAwvasapplied the CPP proposahust
containcertificationby no fewer than 2 of th&DB'dlirectorsin respect of
application of theOVABAAIn the following terms:

"I, [insert namé, director of [insert name of Supplier skrvicesregulated under
Part 4 of the Commerce Acertify that, having made all reasonable enquiry, my
belief is that having had regard to the attached informatibrifig information
required by claus&.4.9(2) for the purpose of the supplierGPP proposal

(@) the attached information is accurate;

(b) the OVABAAwas applicable in accordance with cla@sé.2 and

(c) the followingunregulated servicesvould beunduly deterredhad
adjustments to allocations afperating costq in accordance with clause
2.154) not been madeflist relevantunregulated servicel"

SECTION 5 Asset valuationmformation

5.4.11 RAB roll forward information

Inrespectdforeachdisclosure yearcommencingfter-

te-the lastdisclosure yeanof the next period, provide values, in accordance with
Subpart 3 Section,2or the-

{b)(a)total opening RAB valusand
{eYb)sum of eactof the following things

(i) forecastvalue of commissioned assetand
(i)  closing RAB values

5.4.12 Depreciationnformation

(1) Inrespectof eachdisclosure yeanf the CPP regulatory periadhe CPP applicant
mustprovide the informatiorspecified in thiclause.

{4(2) The sum oflepreciationfereach-type-ofasset

(a) Bby either assetexpenditurecategoryor eachtype of assedsset

expendituresub-categeryfor which the proposed method of
determiningdepreciation ighe standard depreciatiormethod; and
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(b) for each type of asset whemshichthe proposed method of determining
depreciationis an alternative semething-otherthanhe-standard

depreciationmethod.

{2)(3) For each type of asset to which sUiéuse(2)b)applies

(@) adescription of the type of asset;

(b) a description of the proposedepreciation method;

(c) where the proposedsset lifeis different to thephysical asset lifethe
proposed assefor the type of asset

(d) where the proposedasset lifefor the type of assets different to the
physical asset lifethe proposedremaining asset life

(e) forecastdepreciationover theassetlife for the type of asset, including
details of all assumptions made;

() forecastdepreciationover theassetlife for the type of asset determined
in accordance witlthe standard depreciation methog

(g) evidence to demonstrate that the proposed depreciation method
including, where applicable, any proposasset lifedifferent to the
physical asset lifebetter meets the purposef Part 4 of theActthanthe
standarddepreciationmethod; and

(h) a description of any consultation undertaken widbnsumerson the
proposed depreciation method, including

(i) the extent of anyconsumerdisagreement; and
(i)  the EDB'sview in response.

| {3)(4) For eaclasset or type of assdébr whicha differentphysical asset liféo the
standard physical asset lifis proposed

(@) adescription of the assets or types of asset;
| (b) to whichclauses.2.8(1)(ckand2.2.8(1)(ke)(v) apply, anengineer's
report addressing the suitability of the proposptysicalasset life and
(c) any otherevidence to demonstrate that the requirements of clazs2.8
in respect of the particular type of asset are met

5.4.13 Revaluation information
—Fodn-respect-okachdisclosue year, commencinefter-

ALN Q () a Q N aYaYaYallaa alalla' a

disclosuremade underan ID determination until -se-made-or

{4y(1) te-the lastdisclosure yeaof the next period, provide the followinghirgs

(@) sum ofopening RAB values
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(b) forecastCPlfor CPP revaluatiofor the last quarter of thealisclosure
year,

(c) forecastCPIfor CPP revaluatioffor the last quarter ofthe preceding
disclosure yearand

(d) revaluation rate

5.4.14 Commissiord assets information
—Inrespect-dforeachdisclosure yearcemmencingfter-

£3)Y1) tethe lastdisclosure yeaof the next period, providethe-

(@) sumofvalue ofcommissioned assat and
(b) sumof forecast value of commissioned assets

in respect of each of thiollowinggroups of assets:
(c) assets

(i) acquired or intended to be acquired fronralated partycempany

or
(i) transferred from a part of th&DBthat suppliesunregulated
services
(d) assets

(i) acquiredor intended to be acquired froranaher regulated supplier
and used by thategulated supplierin the supplyof regulated
servicesor

(i) transferred or intended to be transferred frompart of the EDBthat
suppliesother regulated services

(e) network sparesand
() all otherassetshaving acommissionng dateor forecast tohave a
commissionng datein that period

{4)2) In respect of each value providedancordance with subclaugé) provide-

(a) all data, information, calculations and assumptions used to défrivem
relevant data provided in theapex forecastand

(b) wherecapital contributionsare taken into account in any value disclosed
pursuant to subclausgl)

() the amount of sucltapital contributions, with respect to asset types
and quantities and
(i) policies relevant to sucbapital contributions
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| {5)(3) In respect of each asset to whishhclause(1)(e)applies, provide

(@) the name of therelevantpersonor other part of theEDB as the case
may be;and
(b) where theacquisitionwasor is intended to be from aelated
| partycempany adescription of the relationship between tieDBand
that person

| {6)(4) In respect of the likely vendor efachasset to whictsubclause(1)(f)applies,
providet

(@) the name of the vendor;

(b) adescription of each asset likely to be acquireahrfrihat vendor; and

(c) the forecastclosing RAB valuef each asset in the vendorsgulatory
asset baséor the disclosure yeain which the acquisition ismtended

5.4.15 Asset disposals information

—tn+respect-dforeachdisclosure yearcemmencinepfter-

{4)(1) underanID determinationteuntil the lastdisclosure yeanf the next period, in
respect of each of the following group$ assets

(a) assets likely to be

| () sold to arelated partycempany or
(i)  transferred to another part of th&DB and

(b) all otherdisposed assets
provide the

(c) sum ofunallocatedopening RAB valuesnd
(d) sum ofopening RAB values

| {5)2) In respect of each assti whichthe values providedpursuant tosubclausel)
relate, providet

(&) the name of therelevantpersonor other part of theEDB as the case
may be; and
| (b) where the disposal is proposed to be toedated partycermpany a
description of the relationship between tHeDBand thatperson

5.4.16 Works under constructiomformation
Inrespectdforeachdisclosure yearcommencingfter-
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underan|D determination untilte the lastdisclosure yeaof the next period,

provide-

{b)(a)opening works under construction

{eyb) sum ofcapital expenditure

{eh(c)sum ofvalue ofcommissionedassetsbut onlyto the extent that values
are included irclosing RAB valuedisclosed pursuant to aid
determination;

| {e)d)sum offorecastvalue ofcommissionedassetsbut onlyto the extent that
values are included in the sum dbsing RAB valugsrovided pursuant
to clauseb.4.11pd)(ii); and

{H(e) sum ofclosing works under construction

SECTION 6 Tax information

5.4.17 Interpretation

In thissection a term that is not emboldened but is definéat the purpose of a
specific clause iBubpart 3 Section Bears the same meaning as it does in the clause
of Subpart 3 Section i which it is defined.

5.4.18 Period in respect of which tagformation to be provided

A CPP proposahust containthe information specified in thisectionin+respect-afor
eachdisclosure yearcommencingafter-

ation- the last

te the lastdisclosure yeaof the next period, in accordance witlsubpart 3 Section.3

5.4.19 Requlatory tax allowance information

(1) forecastregulatory tax allowanceand particulars of how it was calculated

(2) other regulated income

(3) sum ofdiscretionary discounts and customer rebates

(4) notional deductible intereséind thecost of debtassumptions relied upon in its
calculation

5.4.20 Tax losses information

(1) amount ofopeningtax losseqif any) and particulars of how it was calculated
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(2) information describing the nature and amounts of significant items giving rise to any
opening tax losses

(3) information demonstrating that angpening tax lossearose from thesupply of
electricity distribution services

5.4.21 Permanent differences information

(1) sum ofpositive permanent differences
(2) sum ofnegative permanent differences
(3) amounts and nature of items used to determine

(a) positive permanent differencesand
(b) negative permanent differences

5.4.22 Amortisation of initial differences in asset values information

(1) opening unamortised balance of the initial differences in asset valuessst
category

(2) amortisation in respect of thdisclosure year

(3) average weighted remaining useful life of the assets relet@otlculation of the
initial regulatory tax asset value

5.4.23 Amortisation of revaluations information

(1) unamortised balance aktvaluationsto date

(2) adjusted depreciation

(3) average weighted remaining useful life of the assets used to determine the
amortisation ofrevaluations

(4) particulars of how the average weighted remaining useful life was calculated

5.4.24 Deferred tax information

(1) opening deferred tax

(2) analysis of temporary differencesd other adjustmentd®y nature that give rise to
opening deferred taxalue

(3) closingdeferred tax

(4) reconciliation ofopening deferred taxo closing deferred tax by nature of temporary
differencesand other adjustments

5.4.25 Temporary differences information

(1) description of the methodology and depreciation ratesdsget categorysed to
determinethe forecast tax depreciation

(2) amounts and nature of other forecast temporary differences

(3) particulars of the calculation of thiax effectof temporary differences showing tax
rates used
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5.4.26 Requlatory tax asset value information

(1) sum oftax asset valuest the start of thedisclosure year

(2) sum oftax asset valuedy asset categonat the start of thedisclosure year

(3) sum ofregulatory tax asset valueat the start of thedisclosure year

(4) sum ofregulatory tax asset valueby asset categorat the start of thedisclosure
year

(5) weighted average remaining tax life of assets and tax depreciation methodology
employed, byasset category

(6) particulars of the calculation used to derive tregulatory tax asset valueat the
start of thedisclosure yeafrom thetax assetvaluesat the start of thedisclosure
year

(7)  sum ofregulatory tax asset valueat the end of thedisclosure year

(8) reconciliation between the sum oégulatory tax asset valueat the start of the
disclosure yeaand the sum ofegulatory tax asset valueat the end of the
disclosure yearby asset categoryshowing the values of capital additions, disposals,
tax depreciation and other asset adjustmemsluding cost allocation adjustments

SECTION 7 Costof capitalinformation

5.4.27 Information regarding WAC&hd TCSD allowance

(1) ACPP proposahust,subject to subclause (d3lentify the67th percentileestimate
of WACGQused for the purpose aflause5.4.7(1)

(2) For the purpose of subclaugg), the identified67th percentileestimate of WACC
ismust-bethe amountmostrecently-published-by-thBemmissiorin-accordance-wi

clause 5.3.22.

(3) Where aterm credit spread differential allowancés proposeda CPP proposahust
| containall data, information, calculation8leembergprintoutsand assumptions
used to determineany proposederm credit spread differemial.

SECTION 8 Expenditure hformation

5.4.28 Capexopex, demandnd network qualitative information

The information specified i®chedule Dnust be

(@) contained ina CPP proposaknd
(b) provided in accordance with the requirements of that schedule.

5.4.29 Capexopex, deman@nd network quantitative information

(1) ACPP proposahust containthe informationspecified in theegulatory templates
and that information must be
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(@) in spreadsheet formatvhereby each item of data is linked betwealh
cellsto which it is relevantirrespective of whether such cells are omth
same or different tabsand

(b) providedin accordance witlthe instructionsspecifiedin clause5.4.3Q

(2) Regulatory templatemeans the tablencluded inSchedule Bamed

(@) Table 1Projects and programmésp-5

(b) Table 2CapexSsummary,

(c) Table 3:0OpexSsummary;

(d) Table 4CapexpProjects and Pprogrammes,

{dh(e)Table 5: Capex by asseipenditurecategories

{e)f) Table65: OpexPprojects and Pprogrammes;

(g) Table76: Nonnetwork opeverheads

(h) Table 8GestallecatisAggregate forecast commissionadsets by asset
categories

(i)  Table 9Ynitgost escalabn facbors, and

() Table 10Capexdisaggregated-by-asset-expenditire-categdiatsork
demand forecasts

(3) Where data provided in accordance with subcla(igghas been computed or derived
from other amounts or values on the spreadsheet through the use of formulae, the
underlying formulae for theells containing the dateust be accessible.

(4) For the purpose of subclaugt), terms used in theegulatorytemplatesmust be
interpreted in the same way as those terms are defined for the purpoScbédule
D.

5.4.30 Instructions for completion of the requlatory templates

(1) Provide the information specified ifable 4the CapexpProjects and Pprogrammes
andTable 6:0pexPprojects and Pprogrammes tablesof the regulatory templatesfor
eachproject and for eachprogramme

(2) For the purpose of specifying the relevar@pex categoryr opex categoryin
accordance with subclaugé), where expenditure within eacproject or programme
is relevant to more than oneapex categoryr opex category

(a) select thecapex categoryr opex categorythat is most relevant based
on the nature of the expenditure; or
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(b) redefine theproject or programmeinto two or more newprojectsor
programmesand reallocate the expenditure so as to resolve tiverlap

(3) __ Provide the information specified ihable 5: Capex by assstpenditurecategorieof
the requlatory templates

{3)(4) The total forecast value of capex resulting in commissioned ass&tble 2c of
Schedule E must reconcile with the total value of commissioned assEsble 2d of
Schedule E

dod in . \ bable,
{6)5) Provide the information specified ihable 7the Non-network opexQverheaddable

of the regulatory templatesin respect ofsystem operation and network support

opexandbusiness support opegereral-managemeniadministration-and
overheads gpex

{7)(6) Provide the information specified ihable %the UnitcCostrate escalaton faciors
table-of the regulatory templatesfor eachof the urit-costkate escalators used to

convert real prices to nominal prides-which-anescalator-has-been-apphed

8)y—Provide the information specified ihable the: Projects and programmaésp-5table
of the regulatory templatesfor all projectsor programmesthat form part ofthe CPP

proposal -

{11Y8) Provide the information specified the-Table 2Capexssummaryand Table 3:0pex
Ssummarytablesof the regulatory templatesusing the information provided in
accordance with subclaugé).

(9)  Provide the information specified inable810: Aggregate forecast commissioned
assetLCapex-disaggregatenly asseexpendityrecategorieof the requlatory

templates.
Provide the information specified ifiable D1: Network demand forecastsdf the

requlatory templates
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42Y11) For the purpose of subclause$l) and ©19), where applicable, the values in

Table2: Capexiwsmmarymust reconcile with théotal values inTable 4 Capex

projects andprogrammes and Table 8:Aqggregate forecast commissioned asdgjs

assetcategorienf the requlatory templates

SECTION 9 Information relevant to prices

54.35.4.31 Information on proposed new paskrough costs

A CPP proposahustcontaindetails of any cost not specified in claigé.2(2)that is
sought tobe specified as a new pasggough cost in accordance with clause
3.1.2(1)(b) including information on

(@)
(b)
(©)
(d)
(e)

howthe cost is likely to arise;

who the cost would be payable to;

how the cost would be calculated;

any good or service thEDBwould receive in exchange; and
how the cost meets the criteria specified in clagsg.2(3)

54.33%.4.32 Information on goposed recoverable aisrelating tocosts of making CPP

application

Where aCPP applicandeeks specification in théPP determinatiorof arecoverable
costto which clause3.1.3(1)(j) 3.1.3(1)(k) or 3.1.3(1)(applies, it must providan
relationto eachauditor, verifier or engineerwho was engaged to provided an
opinion on some aspect of tHéPP proposah accordance with a requirement of this

Part
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(@) anydocumentmaking a public or limited circulation request for
proposals to carry out the work;

(b) the terms of reference for the work;

(c) invoices for services undertaken in respect of the work; and

(d) receipts for payment by th€PP applicant

SECTION 10 Information relevant to alternative methodologies

‘ 5434 4.33 Demonstration that alternative methodologies have equivalefigct

(1) Where aCPP applicaraipplies alternative methodologies accordance with clause
‘ 5.32633, it must provide:

(a) alistand descriptiorof each alternative methodology applied
(b) anindication, at the relevant locations within ti&PP applicatioyas to
where the alternative methodologies have been applied;
(c) reasons why each of the alternative methodologies have been applied;
and
(d) evidence demonstrating that each alternative methodology complies
| with clause5.3.323(3).

(2) Paragraph (1)(d) may be satisfied by submitting a certificate signed by an senior
manager of theCPP applicansetting out thefactual basis on which he or she
‘ believeseach alternative methodology complies with clais®.323(3).

SUBPART Tonsumer consultationwverification, audit andcertification

5.5.1 Consumer consultation

(1) By no later than 4@vorking daysprior to submission of th€PP proposathe CPP
applicantmust have adequately notified itonsumers

(@) that it intendsto make aCPP proposal

| (b) of the expecteceffect on the revenue and quality of iedectricity
distribution serviceswere theCommissiorto determine aCPRentirely
in accordance with the intende@PP proposal

(c) of the price versus quality tradeffs made in the expenditure
alternatives considered in the intend€ePP proposakhere theseare
directly associated with the rationale for seeking tiEP proposaks
required to be disclosed under clause 5;4.2

(d) if it intends to proposéo includea quality standard variationunder
clause 5.4.5, why the proposegiality standard variationhas been
chosen over alternative quality standards
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{eYe)where and how further information in respect of the intend€®P
proposalmaybe obtained;and

() of the process for making submissions to #@Bin respect of the

intended CPP proposahnd

of their opportunity to participate in the consultation process required of

the Commissiorby s 53T of théct after anyCPP proposadk received

and consideredampliant by theCommission

{eh(a)

(2) For the purpose of subclaugg)(ed), where further information is available in hard
copy only, the applicant must have ensured that any further information was readily
available for inspection ahe statedlocation.

(3) For the purpose of subclaugt), the CPP applicantnust

(@) provide allrelevant information;

(b) provide information in a manner thggromotesconsumerengagement;

(c) make best endeavours to express information clearly, including by use of
plain language and the avoidance of jargon; and

(d) provideconsumerswith (or notified them whee to obtain) the
information through a medium or media appropriate to the natures of
the consumerbase.

Examples:

() by placing the information on thEDB'svebsite;

(i) by providing the information to groups or organisations that
represent thed 2 Yy & dzMlvigikilferests;

(iii) by including the information inonsumers2 NJ St SO0 NR OA G & NE
bills; and/or

(iv) by placing advertisements in local newspapers.

5.5.2 Verification

(1) ACPP proposabtherthan-one-made-byaGRPR 3
standard-varation-must be verified by aerifier.

(2) Theverifier must be engaged in accordance wibhedule F

(3) TheCPP applicanustprovide theverifier with-

(@) the materials

(i) required by theverifier to verify the CPP proposah accordance
with the terms of his, her or its engagement aBdhedule Gand
(i) that it intends to submit to theCommissioras aCPP proposal

(b) subject to paragraplifc), the materials referred to in paragragh) prior
to the verifier commencing verification in acodance withSchedule &
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(c) uponthe? S NJ duéstiiie informationdescribed in clause
D1Geguired-bySchedule-Ipertaining toidentified programmeprojests
identified-programmaafter the verifier has notifiedthe CPP applicantf
his-herotits selection oprojectsorprogrammesmeeting-paragraph-{c)
of-the-definition-ofidentified programmeste-the- CRRPapplicant

(d) any information requested by theerifier pursuant tothe verifier's right
to ask for such informatiopursuant tohis, her or its deed of
engagement, as specified arauseF65(2)(d) and

{e)(e)in advance of th& S NA Feleclidwdidentified programmes summary
information on the forecasprojectsandprogrammes in the format
specified inTable 1: Projects and programmafsthe requlatory

templates.

5.5.3 Auditand assurance

(1) ACPRapplicationprepesalmustinclude a reporbe-audited by anauditor as-tethat
stateswhether or not-

(@) as far as appears from an examination of thgmaperrecords to enable
the-complete-and-accurateompilation of information required by
Subpart dhave been kept by th€PP applicant

(b) in the case o&ctualfinancial informatiorrelating to thecurrent period
that information has been prepared in all material respects in accordance
with_the input methodologies set out ithis determination and that it
has been audited in accordance with applicable auditing standards issued
under the FinanciagReporting Act 2013 or any equivalestandardshat
replace these standargs

(c) inthe case oforecastfinancid informationrelating to thenext period,
that informationhas beercompiledin all material respects accordance
with_the input methodologies set out ithis determination and that it
has been examined in accordance with applicable assuramgagement
standards issued under ti&inancial Reporting Act 2008 any
equivalent standards that repla¢besestandardsor other appropriate
standardend-therecordsexamined-pursuantiparagraph(a)-and

(d) _in the case of quantitativeistoricalinformation provided in
spreadsheets, that information isproperly compiled on the basis of the
relevant underlying source informatioandaceuratly-presented.

(e) in the case of quantitative forecast information provided in spreadsheets,
the information is properly compiled on the basis of relevant and
reasonable disclosed assumptions.

(2)  For the avoidance of doubt, theuditor must provide an opinion as to whether
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(a)__in respect obperating costaot directly attributable, the opex forecast
was provided by th€ PP applicands specified in clause 5.3.5; and

{)(b)in respect ofrequlated service asset valuemt directly attributable, the
forecast value of commissioned asseigre provided by theCPP
applicantin accordance with clause 5.4.14 and as specified in clause

5.3.11(2)(b).

5.5.4 Certification

(1) Inthe case o&llinformation of aquantitative nature, other than forecast
information, provided in accordance with thRart, no fewer than Airectors of the
CPP applicamtnust certify in writing his or herbelief that

(@) theinformation was derived and is provided in accordance with the
relevant requirements; and

(b) it properly represents theesults of inancial omon-financial operations
as the case may be

(2) Inthe case of alhformation of aqualitativenature, other than forecast information,
provided in accordance with thigart, no fewer than Airectors of the CPP applicant
must certify in writing his or her belief that

(@) the information is provided in accordance with the relevant
requirements; and

(b) it properly represents the events that occurred during therent
period.

(3) Inthe case of afbrecastinformation provided in accordance with thart, no fewer
than 2directors of the CPP applicantnust certify in writing his or her belief that

(@) theinformation was derived and is provided in accordance with the
relevant requirementsand
(b) the assumptios made are reasonahle

(4) No fewer than directors of the CPPapplicantmust certifyin writing-

(@) that, to the best of his or her knowledge, therifier was engaged by the
CPP applicanih accordance wittschedule F

(b) that, to the best of his or her knowledge, ti@PP applicanprovided the
verifier with all the information specified in Part 5, including its
schedules, relevant t8chedule F

(c) that, to the best of his or her knowledge, the informatimeferred
tedescribedn Scheduld-sulrlauses.5.2(3) (eF5d) paragraphb)-save

: : : o
e

verifier in advance of theerifier's selection ofprejestsoeridentified
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programmesmeeting
: o ) | ith ol ;

(d) adescription of any information not provided to tkerifier following
the verifier's request;

(e) reasons, which, in his or her opinion, justified any fpoavision of such
information;

() that, to the best of his or her knowledgene-

()  matters theauditor wasengagedo auditincludedthe matters
specified in clausB.5.3 and

(i) auditor was instructed to report on at least the matters described in
clauses.1.4 and

(g) that the-

() audit report provided pursuant to claugel.4
(i)  verification report, and
(i) other certifications required by this clause,

all relate tothe sameCPPproposal
(5) Where

(@) adirector has certified a matter of opinion in accordance with this
clause; and

(b) his or her opinion has changed before tBemmissiois determination
of the CPHn question

that director must notify theCommissioras soon as reasonably practicable.
(6) Where-

(a) adirector has certified a matter of fact in accordance with this clause;
and
(b) before theCommissiors determination of theCPHN questionhe or she

() becomes aware that the fact is untrue;
(i) has significant cause to doubt the accuracy of that fact,

that director must notify theCommissioras soon as reasonably
practicable.

(7) For the avoidance of doupthe certifications required bthe different subclauses of
this clause may be made by the same or differ@inéctors.
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SUBPART &atastrophic events anceconsideration of a customised priee
quality path

5.6.1 Catastrophic event

Catastrophic evenmneans an event

(@) beyond the reasonable control tie EDB
(b) in relation to whichexpenditure

(i) was neither sought in @PP proposahor
(i) is explicity or implicity provided for in theDPPor CPR

as the case may be;

(c) that could not have been reasonably foreseen at the time@Ror DPP
wasdetermined and
(d) in respect of which

(i) action required to rectify its adverse consequences cannot be
delayed until a futuregegulatory period without quality standards
being breached;

(i) remedation requires either or both atapital expenditureor
operating expenditureduring theregulatory period

(i) the full remediation costarenot provided for in theDPPor CPP
and

(iv) inrespectofarEDBsubjectto-aCRRthe cost of renedation net of
any insurance or compensatory entitlementsuldhas had or will
have an impact on the price pativer thedisclosure year®f the
CPRemaining on and after thérst date at whicharemediaion cost
isproposed to be or has been incurrday an amountatleast
equivalent toat least1% of the aggregatefibrecastallowable
netional-revenuefor the disclosure year®f the CPHN which the
cost was or will be incurred

5.6.2 Change event
Charmge event means

(@) change img; or

(b) anew
legislative or regulatory requirement applying to BBBsubject to aCPRhe
effect of which

(c) must take place during the curren¢gulatory period
(d) is not explicitly or implicitly provided for in tHéPP and
either-

244925@555188921099 208



(e) __necessitats incurring additional reasonable costs in responding to the
change or new requirement that has impact on the price path of the
disclosure year®f the CPP regulatory periodn which the change or
new requirement applies of at least 1% of the aggregate amount of the
forecast allowable revenudor the disclosure yearsn which the net
costs are or will be incurred; or

{e)f) causes aninput methodologyto become incapable of being pledwik

necessitate-incursion-of costs-inresponse~which-castsr the

5.6.3 Errorevent

(1) WONNPNI SPSYiQ YSIyas &dzna2SOi (G2 &dz Of I dza S
identified by theCommissionwhere theCPPwas determined or amended based on
an error, including where:

(a)__incorrect data was used in setting the price path or the quality standard;
or

(b) data was incorrectly applied in setting the price path or quality
standards.

(2)  For the purpses of subclause (1), an error relating to

(a) __the price path will not constitute aarror eventunless the error has an
impact on the price path of an amount equivalent to at least 1% of the
aggreqateorecast allowable revenudor the affecteddisclosure gars
of the PP, and

(b) the quality standardsor quality incentive measuressto the value of a
metric by which such guality standards quality incentive measurese
specifiedin the PP, but not to the metric itself.
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