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111

1.1.2
1)

()

3)

(4)
(5)

(6)

(7)

(8)

PART 1 GENERAL PROVISIONS

Title

This determinationsthe ElectricityDistributionServices Input Methodologies
Determination 202.

Application

Theinput methodologiesin this determination apply telectricity distribution
services

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

Theinput methodologiesin-

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

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

(c) Part 4of this determinationapply in relation to default pricguality
pathsunder sections 530 and 53PRdirt 4Subpart €of the Act; and

(d) Part 50f this determinationapply in relation to customised priaguality
pathsunder sections 53Q to 53ZAB&rt 4Subpart 4of the Act.

Theinput methodologiesin Part 2 including any applicable definitions in clause
1.1.4(2), apply from the commencementditclosure yea2019.

The provisions in respect gliality standardvariation CPP applicationare removed
from this determination with effect from 1 April 2020, including any applicable
definitions in clause 1.1.4(2) and the relevaguoiality standard variationaspects of
clauses 3.3.2(4)(b), 3.3.3(2), 3.3.3(4), 3.3.3838.4(3), 3.3.4(5), 3.3.4(6),
3.3.11(2)(c), 3.3.11(2)(d), 3.3.13(2), 3.3.13(3), 5.1.3(1), 5.4.1(2) and 5.5.2(1).
Theinput methodologiesin Appendix Part 3, including any definitions in clause
6.1.1@) of Appendix Part 1, in respect of referencegjtality standardvariation CPP
applications, apply until 31 March 2020.

Theinput methodologiesin Part 3, including any applicable definitions in clause
1.1.4(2), apply for

(@) aDPRn force, or which will be in force, from 1 April 2020; and
(b) aCPPRapplicationmadeon orafter 23 December 2016

Example: The input methodologies in Part 2, Part 3 and Part 4, including any definitions in
clause 1.1.4(2), apply for a CPP application nwaderafter 23 December 2016

Theinput methodologiesin Part 4, including any applicable definitions in clause
1.1.4(2), apply for ®PPin force, or which will be in force, from 1 April 2020.
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9)

(10)

(11)

(12)

1.1.3

1.14
(1)

ExampleThe input methodologies in Part 4, including any definitions in clause 1.5hgiB),
for the EDEDPPresetwhich takes effecirom 1 April 202@nd to any values forecast by
applying the input methodologies for the res€he input methodologies ilyppendix Part 4
apply for a DPP in force or that was in force until 31 March 2020.

Theinput methodologiesin Appendix Part 4, including any definitions in clause
6.1.14@) of Appendix Part 1, apply folPPin force or that was in force until 31
March 2020.

ExampleThe input methodologies #ppendix Part 4ontinue to apply for the current EDB
DPP that applieantil 31 March 2020.

Theinput methodologiesin Part 5, including any definitions in clause 1.1.4(2), apply
for aCPPapplication, except for aquality standard variation CPP applicatipmade
on orafter 23 December 2016.

ExampleTo the extent that thewre referenced by provisions in Pafbba CPP application
madeon orafter 23 December 201@he commencement date of the Electricity Distribution
Services Input Methodologies Amendments Determination 2016), the input methodologies in
Part 4, including any applicable definitions in clause 1.1.4(2), apply for the CPP application.

For the avoidaoe of doubt, if theCommissiordetermines that any forecast values

are required to be calculated consistent with Part 3 prior to the application of
subclause®)(a) or Part 4 prior to the application of subclau8gfpr the

determination of aDPPthat isto come into effect after the commencement date of
any provision in this determination, the provisions in Part 3 and Part 4, and any
applicable definitions in clause 1.1.4(2), will apply in setting the forecast values at the
time when theCommissiorrequires the forecast information.

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

are required to be calculated consistent with tiiput methodologiesrelating to

cost allocation in Part 2, Subpart 1 for the determinatiora 8P Pthat is to come into
effect after the date specified in subclause (4), any provision in this determination in
respect of cost allocation, and any applicable definitions in clause 1.1.4(2), will apply
at the time when theCommissiorrequires the foreast 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 ung&2W of theAct.

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

(i) 'Sections' are to sections within the samsabpart and
(i)  'Subparts' are to Subparts within the saart,
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in which the reference is made;

(b) unless stated otherwise, references to Pasibparts and Sectiomase to
named and numberegarts, subparts and sectis of the determination;

(c) unless the context otherwise requires, a word which denotes the singular
also denotes the plural and vice versa

(d) unless stated otherwise, any reference to an allowance, amaast,
sum orvalue is a reference to an allowance, amouwast,value or sum
calculated in relation t@n EDBIn respect of alisclosure yearand

(e) materials incorporated by reference into this determination, including
standards promulgated by other bodies, are incaigded in accordance
with Schedule 5 of théct.

(2) Inthis determinationincluding in the scheduletie wordsor phrasesn boldtype
bear the followingmeanings:

67th percentile estimate of WACC means, for the purpose of

(@) Part 2the 67th percentile
estimate ofposttax WACC
determinedin accordance with
clause 2.46(4);

(b)  Part 3,the 67th percentile
estimate of postax WACC
determinedin accordance with
clause 4.5(); and

(c) Part 4and Part 5the 67th
percentileestimate of varlla
WACGCdeterminedin
accordance witltlause4.45(1);

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

2009 disclosure reports meansthe reports disclosed bthe EDB
in questionin accordance with the
Electricity Distribution (Information
Disclosure) Requirements 2068 the
disclosure yeaf009;

201315 NPV washup allowance means the amount specified in thaPP
determination for the regulatory period
commencing 1 April 2015 for Alpine
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ABAA

ACAM

Act

actual allowable revenue

actual net allowable revenue

actual revenue

adjusted tax value

actual controllable opex

actual opex

additional assets

Energy Limited, Centralines Limited, and
Top Energy Limited reflecting the impact
of the capped alternative rate of change
for those suppliersn the Electricity
Distribution Services Default Price
Quality Path Determination 2012012]
NZCC 35

meansaccountingbased allocation
approach, as described,im the case of

(@)  operating costsclause?.1.3(1)
and

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

meansavoidable cost allocation
methodology as described in clause
2.15;

means the Commerce Act 1986;

has the meaningpecified in clause
3.1.3(13)(e)

has themearing specified in clause
3.1.3(13)() or 3.1.3(13)f, as applicable

has the meaning specified alause
3.1.3(13)0);

has the same meaning as in ttax
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 aaDBwhich are not
existing assetandare forecastto be
commissioned
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additional CPP assets

adjusted depreciation

adjustment to theopex incentive

aggregate closing RAB value for
additional assets

aggregate asing RAB value for
existing assets

aggregate opening RAB valdier
additional assets

aggregate opening RAB value for
existing assets

allocator metric

allocatortype

means assets of aaDBwhich, for the
purpose of &CPP proposakre forecast
to be commissionedwithin the
assessment periodr the CPP
regulatory period

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

means the amount calculated in
accordance witltlause 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)

means the amount determined in
accordance with claus&2.1(4)

means the amount determineith
accordance with claus&.2.1(2)

means the value in units (e,qaumber
of employees okilometresof cable) for
eachcost allocatoror asset allocator
used to calculate the proportion of
operating costor regulated service
asset valuego be allocated to each of

(@) electricity distribution services

(b)  where applicable, eacbther
regulated serviceand

(c)  where applicablegach
unregulated service

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

allowed controllable opex

alternative depreciation method

amalgamate

amortisation of initial differences in
asset values

amortisation of revaluations

amount carried forward

arm's-length deduction

meansallowable revenudefore tax as
determinedby the Commission

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

means alepreciationmethod which is
not the standard depreciation method

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

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

(@ Part 2, clause 2.3.5;
(b) Part 4, clausd.3.3(3) and
(c) Part5,clause5.3.17,

meansthe amount determined in
accordance withfor the purpose of

(@) Part 2,clause2.3.6
(b) Part 4, clausd.3.3(5) and
(c) Part5,clause5.3.18

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 recoupedn anarm's-
length transactiory and

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

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018) 12



asset valuesn respect of assets
used by arEDBIn the supplyof
unregulated service$or which a
recoupment ofcapital costshas
beenmade by theEDBIn an
arm's-length transaction

in respect of which th&DBwishes
account to be taken for cost allocation
purposes

arm's-length transaction meansa transactionconducted on such
terms and conditions as between a
willing buyer ad a willing seller who are
unrelated and are acting independently
of each other and pursuing their own
best interests

assessmenperiod means theperiod between the end of
the most recentdisclosure yeaprior to
submission of th&€PP applicatioim
guestionand theEDB'santicipated
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 Commissionto undertake its
assessment of th€PP
applicationin accordance with
ss 53S, 53T ariBUof the Act;

assetadjustment process has the meaning specified in clause
2.2.1,
assetallocator means a proportion of a quantifiable

measure used to allocategulated
serviceassetvaluesthat arenot directly
attributable and whose quantum is

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

assetcategory means any asset tgpdescribed imable
A.2: Asselives for CPBommissioned
assetf Schedule A,

assetlife meansa finite period in respect of an
asset being

(@) its physical asset lifeor

(b)  where an alternativasset life to
the physical asset lifés sought
for the purpose of £PP
pursuant to claus®.4.123)(d),
the alternative asset life
determined pursuant to clause
5.3.8

asset life for CPP commissioned assets means the lives specified irable 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
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reports) on the
methodologes 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;
average debt premium has the meaning specifien, and is the
amount determinedn acordance with

(@) Part2, clause 2.4.4f2and
(b) Part 4, clause 4.4.4(2);

B

base year meansthe disclosure yeaselected by
the Commission

building blocksallowable revenue after taxmeans the amountletermined in
accordance with clause 3.3

building blocksallowable revenue before means the amount determined in

tax accordance with clause 3.2

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

businessday means anyday on which statistics

relating to trading in New Zealand
government bonds are published by a
financial information service such as
Bloomberg or Reuters;

C

capex meanscapital expenditure

capex forecast means the part of th&CPRoroposal
providedpursuant to claus®.4.29 that
forecastscapexfor the next period,
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capex incentiveamount means the amount determined in
accordance witltlause 3.3L0(2);

capex washup adjustment meansthe amountthat is thedifference
between the revenuesor aDPP
regulatory periodor CPP regulatory
period using the actual values of
commissionedassetdor a prior
regulatory periodand the revenues
usingforecastcommissionedassets
applied by theCommissionwhen setting
prices and is calculated in accordance
with clause 3.1.3);

capital contributions means for the purpose of

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

(b)  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

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

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

capital expenditure means costsfor the purposes of

(@ Part2
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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
value of commissioned
asset and

(b) Part4-

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

(i)  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

(c) Parts

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

(i)  that areincluded or are
intended to be included
in the value of
commissioned asdeor
forecast value of
commissioned assetas
the case may be, but only
to the extent that the
costs are included or are
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intended to be included
in aclosing RAB valye

catastrophicevent has the meaning specified,ifor the
purposes ot

(@) Pat4, clauset.5.1; and
(b) Part5, clause5.6.1;

catastrophic event allowance means the amount determined by the
Commissiorforg

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

(b)  recoverable costandpass
through coststhe EDBwas
permitted to recover under the
applicableDPP determinatioror
CPP determinationthrough
prices but did not recover de
to acatastrophic eventand

(c) the impact of ecatastrophic
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
4.56(1)@)(i) or clause 5.6/,(2)(a);

causalrelationship means, in relation te

(@) 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
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changeevent

closingRAB value

closing tax losses

closingworks under construction

Commission

commissioned

commissioningdate

committed

which the cost allocation is
carried out and

(b) regulated service asset valuea
circumstancen which a factor
influences the utilisation of an
asset during the 18 month
period terminating on the last
day of thedisclosure yeain
respect of which thesset
allocation is carried out;

has the meaning specified,ifor the
purposes of

(a) Pat4, clause 4.5.2; and
(b) Pat5,clause5.6.2

meansthe value determined in
accordance withfor the purpose of

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

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

(@) Part2, claus@.3.2(4)
(b) Part 4, clausd.3.2(3) and
(c) Parth, 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 be

in respect of groject or programme
meansall approvals internal and
external to theEDBthat are required in

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018)
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consumer

consumerowned

contingent project

corporatetax rate

cost allocator

cost of debt

CPI

order for work on theproject to
commencehave been received

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

has thesamemeaningasdefinedin s
54D of theAct;

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 allocatgperating
coststhat arenot directly attributable,
and whosequantum is

(@) based on aausal relationship
or
(b)  equal to aproxy cost allocatoy

means the amounspecified forrg in, for
the purpose of

(@) Part 2, claus€.4.1@); and
(b) Part 4and Part 5clauset.4.1(3)

means

(@) subject to paragrapl), the
consumer price index stipulated
for each quarteiin the "All
Groups Index SE9A' as published
by Statistics Newealandand

(b)  inrespect of quarters prior to
any quarter in whiclthe 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
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CPP
CPP applicant

CPP application

CPP determination

CPP inflation rate

CPPRproposal

CPP regulatory period

current period

debt issuance costs

means customised prieguality path;
means arEDBwho-

(@) is preparing &PP proposalr
(b)  has made &PP proposahat
has not been determined;

has themeaning specified in clause
5.1.1(2)

means aletermination of aCPHn
relation to electricity distribution
servicesmade by theCommissiorunder
s52P of theAct;

has the meaning specified in clause
5.3.4(9);

means a proposahade by arEDBto
the Commissiorfor a CPRcomprising
the information specified ifPart 5
Subpart 4

means

(@ inrelation to aCPP proposal
the 5 disclosure yeardollowing
the assessment periogand

(b)  inrelation to a particulaCPR
the period to which the relevant
CPP determinatiomelates;

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

meanscosts associated with the
issuance of debt ba supplier(including
but not limited to,arrangement fees,
legal fees, brokerage, advertising, credit
rating fees, registry costs, listing fees,
syndicate fees, trustee fees, facility fees,
line fees, roadshow ancharketing costs,
paying agency feeand any fee or
premium incurred irentering into an
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debt premium

debt premium reference year

demandgroup

depreciation

interest rate or crossurrency
derivative);

for the purpose of Part 2 or Part Has
the meaning specified jrand is the
amount determined in accordance with
clause 2.4.48);

mears a 12 month period ending @1
August

Exampleebt premium
reference yea0l@nmeansthe
twelve month period ending 31
August2016;

means a pricing categof(yrespective 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
residentid consumers non
standardconsumergroups,
irrigation connections, large
capacity connections, or a
combination or suigroup of
each of these;

meansan allowanceto account for the
diminution in anasset'ssemaining
servicelife potentialin the disclosure
yearin questionwith respect to its
opening RAB valueor, for the purpose
of Part 4, itsaggregate opening RAB
value for existing assetandaggregate
opening RAB value faadditional
assets andthe amount of such
allowance is determineth accordance
with, for the purpose of

(@) Part 2 clause2.2.5(2)
(b) Part 4, clausd.2.2(2) and
(c) Part5clauses.3.7(2)

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018)
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depreciation temporary differences has themeaningspecified, for the
purpose of

(@) Part2 clause2.3.8(2)

(b) Part4 clause4.3.5 and

(c) Part5clause5.3.20(2)
designatedindividual 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 §part or all of the
CPP proposakhich thatperson
is engaged to verify

directly attributable means, in relation te

(@) operating costswholly and
solely incurred by th&DBin or
in relation to itssupply of 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

director means, in the case ahn EDBthat is-

(@) acompany(as ‘company'is
defined in s 2 of the Companies
Act 1993)an individual
occupyinghe position of
director of the EDB by whatever
name that position is called

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

(© a special partnership, a general
partner;and

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

disclosureyear shall be construed asI month period
ending on the dee specifiedin anID
determination as the last date in the
period to which annual disclosure
relates;

ExampleWiSclosure year 201
means 12 month period ending
on 31 March 201.

discretionary discounts and customer  has the meaning specified in clause
rebates 2.3.3(6)

disposedasset means for the purpose of

(@) Part 2,an asset thatin the
disclosure yeain question,has
been sold or transferredyr has
been irrecoveraly removed
from the EDB'p0ssession
without consentbut is not alost
asset and

(b)  Part5, an asset that, in relation
to adisclosure yearis

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

(i) forecast to be sold or
transferred

distributed generationallowance 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
generaton, madein accordance witg

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

DPP

DPPdetermination

DPP regulatory period

easement

easementland

EDB

electricity distribution services

Electricity Informaton Disclosure
Requirements 2004

electricity lines services

engineer

(b)  the Electricity mdustry Act 2010

has thesamemeaningas definedn s 2
of the Act;

meansdefault pricequality path;

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

means the period to which the relevant
DPP determinatiorrelates;

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-

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

means a supplier dflectricity
distribution services

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

means theElectricity Information
DisclosureRequirements 2004 as were
originallypublished by theCommission
on 31 March 2004 and consolidating all
amendments to 7 Mp2004;

has thesamemeaningas definedn s
54C of theAct,

meansan individuaWwho is-

(@) achartered professional
engineer as defined in sd the
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error event

excludedasset

existing assets

existing CPP assets

expenditureobjective

Chartered Professional
Engineerof New Zealand\ct
2002

(b)  acting in that professional
capacity; and

(c) independent

hasthe meaning specified jrior the

purpose of

(a) Part4clause4.53(1);, and

(b) Part5, claus®.6.31);

means an asset that-is

(@)  notusedto supplyelectricity
distribution servicesas on the
last day of thedisclosure 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 calculated for thdaseyear;

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

means objective thatapital
expenditureand operating expenditure
reflect the effcient 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
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extended reserves allowance

false or misleading information

financelease

fixed life easement

forecastaggregate value of
commissioned asset

(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
recavable, inaccordancevith
requirements in the Electricity Industry
Participation Code 2010 relating to
extended reservemade under the
Electricity Industry Act 2010;

has the meaning specified in clause
4.5.6(3);
has the same meaning as undeAAP

means areasementthat-

(@)
(b)

is of fixed duration; or
whilst of indefinite duration, is
to be held for a fixed period;

means the amount determined in
accordance with clausé& 2.5

forecast aggregat@alue of disposed assetsneans the amount determined in

forecast allowable revenue

forecast allowable revenue as a function

of demand

forecast CPI

forecast CPI for CPP revaluation

forecast CPI for DPievaluation

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018)

accordance with claus&2.6

means the amount determined in
accordance with clause 3.14)(

means a value specified clause
3.1.1(5);

meansthe amountspecifiedin, for the
purposeof Part 3 and Part glause
3.1.18);

means the amount specified in
accordance with clause 5.3.10(5);

means the amount specified in
accordance with clause 4.2.3(4);
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forecast CPI for IRIS transitional provisiormeans the amounspecified in
accordance with claus@3.15(6;

forecast net allowable revenue means a valuspecified in clause
3.1.1@) or 3.1.1(7), as applicahle

forecastoperating expenditure has the meaning specified in clause
5.3.2(6)

forecast opex has the meaning specified in clause
3.3.3(8);

forecastregulatory tax allowance has the meaning speatfi in clause
5.3.13

forecast revenue from prices means an amount specified in clause
3.1.1(3);

forecast value of commissioned asset means the value determined in
accordance with clause.3.11;

found asset has the meaning specified in clause
2.2.12(1)
G
GAAP 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 betweenehcost
model of recognition and the fair value
model ofrecognition

GPB 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@12);

GST has thesamemeaningas definedin s
YAL of the Income Tax Act 20@3
amended from time to time, and any
equivalent legislation that supplements
or replaces thatefinition;

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018) 28



H

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

(@) thedirectorshave approved a
plan to selleither or boththe
other regulated servicer
unregulated serviceas the case
may be

(b)  the EDBis taking active steps to

) locate abuyerfor the
assets and
(i) complete the plan

referred to in paragraplifa);

(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.

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,;

identified programme mears aproject or programmethat an
EDBintends to undertakealuring the
next periodand which is selected by the
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incentive rate

includedasset

includedvalue

incrementaladjustment term

independent

inflation rate

initial differencesin asset values

initial RAB

initial RABvalue

input methodology

investmentgrade credit rated

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018)

verifier for detailed assessment in
accordance with clause G4(1)

means the incremental rate of change
used to calculate thguality incentive
adjustment, as specified in BPP
determination or CPP determination

means an asset wth, as 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 a conflict of interesbetween his,
her or its duties to th&eDBand his, her
or its duties to theCommission

has themeaning specified in clause
3.3.15(5)

has themeaningspecified in, for the
purpose of

(@) Part2, clause.3.5(3) and
(b) Part5, 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,

means endorsed with a credit rating by
an establishedaredit rating agency (such
as Standard and Poor's) of "investment
grade" on that agency's credit rating
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IRISncentive adjustment

land

leverage

line item

lines

scale applicable to longerm
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) Part4, clausd.4.2(1)

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 allocatoiis used to
allocate ther regulated service
asset valuesand

(b)  costs agroup ofoperating costs
within anopexcategoryfor
which the sameostallocatoris
used to allocatehem,

to electricity distribution servcesand
other regulated services

has thesamemeaningas definedn s 2
of the Electricity Act 1992;
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local authority has the sameneaning aslefinedin s
5(1) of the Locabovernment 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 specified in, for the
purpose of

(@  Part3andPart 4, clause 4.5.4;
and
(b) Part5, clause 5.6.4;

maximumallowable revenue after tax means the amount determined in
accordancewvith clauses.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 WACGas
estimated in accordance
with clause2.4.1(2)

as the case may be;

(b)  Part 3, the migpoint estimate of
posttax WACCasestimated in
accordance with clause 4.42);
and
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(c) Part 4, themid-point estimate
of-

0] vanillaWACGQGas
estimated in accordance
with clause4.4.1(1);

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

as the case may be;

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

multi-rate PIE has the same meaning as defined A

1 of the Income Tax Act 2007;

NelsonSiegelSvensson approach has the meaning specified in clause
2.4.40);

network meansthe fixed assets useloy anEDB
to provideelectricity distribution
services

network spare 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

next period means theperiod commencing on th
first day of thedisclosure yeaduring
which theCPP applicatioms submitted
and terminating on the last day of tHe
disclosure yeardollowing the
assessment period

non-exempt EDB means arEDBother than aconsumer
owned EDB:xempt under s 54G(2) of
the Act;

NZ IAS 24 meansNew Zealand dlivalent to
International Accounting Standard 24,
Related Party Disclosures (NZ IAS 24)
issued by the New Zealand Accounting
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ODV handbook

ODVvaluation

openingdeferred tax

openingRAB value

openingtax losses

openingworks under construction

operatingcost

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018)

Standards Board of the External
ReporingBoard in November 2009,
incorporatingamendments to 31
December 2015, under s 24(1)(a) of the
Financial Reporting Act 1993;

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

August 2004nd effective 31 August
2004

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

hasthe meaningspecified in for the
purpose of

(@) Part2,clause2.3.7,
(b) Part 4, clausd.3.4(1) and
(c) Part5,clause5.3.19

meansthe value determined in
accordance withfor the purpose of

(@) Part2,clause2.2.4(3) and
(b) Part5,clauses.3.6(1)

means the amount determined in
accordance withfor the purpose of;

(a) Part2, claus@.3.2(3)
(b) Part 4,clause4.3.2(3)(a)and
(c) Part5,clause5.3.14(3)

has the meaning specified in claus
5.3.12(1)

meansa costincurred by theEDBIn
gquestionrelating tothe supplyof-

(@) regulated serviceslone; or
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(b)  regulated servicesind one or
more unregulated service

and excludes

(©) a cost that is treated as a cost of

an asset byYsAAP

(d)  amounts that are depreciation,
tax, subvention payments,
revaluations or an interest
expense, in accordance with
their meanings undeGAAP

(e)  debtissuance costs

() passthrough costs

() recoverable costsand

(h)  distribution of profitsto
consumes;

operating expenditure for the purpose of;

(@) Part 4, means the value of
operating costsattributable to
electricity distribution services
supplied by a EDBwhich are
forecast to be incurredh the
disclosure yeain question as
determined by theCommissio;
and

(b)  Part5, meangperating costs
after application of clausb.3.5

opex meansoperating expenditure
opexcategory has the meaning specified 8chedule D
opexforecast means the part of £PP proposal

provided pursuant to claus®g.4.29 that
forecastsoperating expenditurefor the
next period;

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

other regulated income for the purpose of
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other regulated service

OVABAA

OVABAA allocation increase

(@) Part 3 means income associated

with the supply ofelectricity

distribution servicesother than

) throughprices

(i) investmentrelated
income;

(i)  capital contributions or

(iv)  vested assetsand

(b) Part 4 means forecast income
associated with the supply of
electricity distribution services
other than
0] throughprices
(i) investmentrelated

income;
(i)  capital contributions or
(iv) vested assets

asdeterminedby the
Commission

meansaregulated serviceother than
electricity distribution services
suppliedby theEDBIn question

meansthe optional variation to
accountingbased allocation approach,
as described in clause14;

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@.14(7)(c)and the
application of claus@.14(2)(a)or
2.14(3)(a) as the case may be;
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passthrough cost

permanentdifferences

person

physical asset life

positive permanent differences

prescribed investor rate

prices

programme

project

proxy asset allocator

has the meaning specified in clause
3.1.2(1)

meansthe amount determined in
accordance withfor the purpose 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 asybsequent
legislation that supplements or replaces
the provisions relating to prescribed
investorrate in the Income Tax Act
2007;

has the meaning specified in clause
3.1.10);

means a group of relateprojectswith a
COmMMOoN purpose;

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

means a proportion of a quantifiable
measure

(@) used to allocateegulated
serviceassetvaluesfor which a
causal relationshigannot be
establishegand

(b)  whosequantumis based on
factorsin existence during the
18 month period terminating on
the last day of the most recent
disclosure yeain respect of
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proxy cost allocator

qualifying debt

qualifying issuer

which theproxyallocation is
carried out

means a prportion of a quantifiable
measure

(@)  used to allocateperating costs
for which acausal relationship
cannot be establishednd

(b)  whosequantum is based on
factorsin existence during the
18 month period terminating on
the last day of the most recent
disclosire yearin respect of
which the cost allocation is
carried out

has for the purpose of

(&) Part 2,the meaning specified in
clause 2.4.7(1pnd

(b) Part 5, the meaning specified in
clause 5.3.25(1);

means a New Zealand resident limited
liability company

(@) that-

0) undertakes the majority
of its business activities
in Australia and New
Zealand; or

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

(b) that-

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

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

(c) thatissuewanilla NZ$
denominated bondghat are
publicly traded;

qualifying rating means

(@) aStandard and Poor's long term
credit rating of the specified
grade; or

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

qualifying supplier has the meaimg specified infor the
purpose of

€) Part 2, clause 2.4.7(2nd
(b) Part 5, clause 5.3.25(2);

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

(@ anonSESYLIi 95. Q&
performance above or below the
quality targets, up to the caps or
collars specified in relation to
the quality targets

(b)  revenueat risk and

(© incentive rate

calculated in accordance with the

method specifiedn aDPP

determination or CPP determination

guality standard variation meansvariation to anystandard
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(@) specified in DPP
determination; and

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

where the variation is limited to
changedvaluesof the metric by which
such quality standardis specified but
not the metric itself;

guantity has the meaning, for the purpose of Part
3, specified in clause 3.111);
R
reconsideration event allowance means the positive or negative amount

determined by theCommissioq

(@) 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 evenaind
the effective date of an
amendment to theDPPor CPP
under clause 4.5(1)(aii) or
clause5.6.7(2)(b);

(b)  to mitigatethe effect of anerror
eventor provision offalse or
misleading informationon the
relevantDPPor CPRunder
clausest.56(1)@iii),
4.56(1)a)v), 5.67(2)(), or
5.6.7(5); or

(c)  forthe impact of achange
event, error event, or provision
of false or misleading
information under clause
4.5.6(1)(a)(ii)4.5.6(2)(a)(ii),
4.56(1)@xv), 5.67(2)(b),
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5.6.7(2)(c)or 5.67(5), on any
guality incentive adjustment

recoverablecost has themeaning specifieth clause
3.1.3
regulated goods or services has thesamemeaningas definedn s

52C of theAct;

regulatedservice means aype ofservicesuppliedby an
EDBpursuant to thesupplyof a
regulated good or servicavhich,for
the avoidance of doubt, includehe
followingtypes ofservices

(@) electricity distribution services

(b)  gas distribution servicess
defined in the Gas Distribution
Services Input Methodologies
Determination 202; and

(c) gas transmission servicas
defined in the Gas Transmission
Services Input Methodologies
Determination 202);

regulatedserviceasset value means in respect ofan asset
(@) used by arEDBin the supplyof-

0) one or moreregulated
service or

(i) one or moreregulated
serviceand one or more
unregulated service

where at least one of those
regulated servicess an
electricity distribution service

(i) inthe disclosure year
2009, itsunallocated
initial RAB valueand

(iv)  inall otherdisclosure
years its unallocated
closing RAB valyand

(b) usedby anEDBonlyin the
supplyof-
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regulatedsupplier

regulatoryinvestment value

regulatory net taxable income

regulatory period

regulatory profit / (loss) before tax

) one or moreother
regulated serviceor

(i) oneor moreother
regulated serviceand
one or moreunregulated
service

(i)  thedisclosure yeaf009,
its unallocated initial RAB
value; and

(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, claus&.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

(a) Part 2,clause2.3.1(4)
(b) Part 4, clausé4.3.1(4) and
() Part5, claus®.3.13(4)
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regulatory taxable income

regulatorytax adjustments

regulatory tax allowance

regulatorytax asset value

regulatorytemplates

related party

related party transaction

means the amount determineih
accordance withfor the purpose of

(@) Part2, claus.3.1(3) and
(b) Part 4, clausd.3.1(3) and
(c) Parth, clausé&.3.13(3)

meansthe amount determined in
accordance withfor the purpose of

(a) Part2clause2.3.4
(b) Part 4, clausd.3.3 and
(c) Part5,clauses.3.16

has the meanig specified, for the
purpose ofg

(@) Part2,clause2.3.1 and
(b) Part4.clause4.3.1,

hasthe meaning specified jrfor the
purpose of

(@) Part2,clause2.3.9 and
(b) Part5h, clausé.3.21

has the meaing specified in clause
5.4.29(2)

means

(@) apersonthat isrelated to the
EDB where theEDBwould be
consideredasii KS WNXBS LJ2 NI A y 3
SyiAdeqQs thda &LISOATFA
RSTFAYAGAZY 2 NZWNBT | (
IAS 24 or

(b)  any partof the EDBthat does
not supplyelectricity
distribution services

means

(@) theprocurement of an asset or
good or service from eelated
party by the partof the EDBthat
suppliesthe electricity
distribution service or
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remaining asset life

remaining asset life for existing assets

(b)  the sale or supply of an asset or
good or serviceo arelated
party by the part of theEDBthat
supplies theelectricity
distribution service;

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

has themeaningspecified in clause
4.2.2(3)(a)

remaining asset life for existing CPP assétss the meaning specified in clause

retention factor

revaluation

revaluationrate

revenue at risk

revenue foregone

5.3.7(4)(a);

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

(@) Part2,clause2.2.9(2)
(b) Part 4, tause4.2.3(2) and
(c) Part5, claus®.3.10(2)

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

hasthe meaning specified jrfor the
purpose of

(@) Part2, claus@.2.9(4)
(b) Part4, clauset.2.3(3) and
(c) Parth, claus&.3.10(4)

means the maximum financial reward or
penalty arising under guality incentive
adjustment, as spcified in aDPP
determination or CPP Determination

has the meaningpecified in clause

3.1.3(13(0);
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revenue reduction percentage

revenue washup draw down amount

reversalandreverse

selection rationale

services

standard depreciatiormethod

standarderror

standard physical asset life

starting price year

has the meaimg specified in clause
3.1.3(13();
has the meaningpecified in clause
3.1.3(B)(K);

have the same meanings as under
GAAP;

means a description of either or both of
the-

(@) criteria applied; and
(b) fundamental reasons used,

for, either or both

(c) determining; and
(d) selecting,

each

(e)  asset allocatorand associated
allocator metric and

() cost allocatorand associated
allocator metrig

has thesamemeaningas definedn s 2
of the Act;

means in respect of an asset whose
remainingasset lifeis the term
remainingof its physical asset lifat the
commencement of thelisclosure year
in question,method specified inclause
5.3.7excludng anymethodreferred to
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,in relation to anEDBC

(@) the firstdisclosure yeaof a
regulatory period or
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(b)  thedisclosure yearmmediately
following the expiration of £PP
supply has thesamemeaningas definedn s 2

of the Act, andsuppliedmustbe
construed accordingly

T

tax asset value means the value determined in
accordancewith, for the purpose of

(@) Part2, clause.3.9(2) and
(b) Part5, clausé&.3.21(2)

tax depreciation rules means for the purpose of

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

(b)  Part5, forexisting CPP assets
the tax rulesthat relate to the
determination of depreciation
allowances for tax purposes;

(c) Part5, fo additional CPP assets
the tax rulesthat relate to the
determination of depreciation
allowances for tax purposes, to
be applied by adopting the tax
depreciation rate for the assets
representing the largest
proportion within eachasset
category, as forecast over the
CPP regulatory periad

tax effect means the product of multiplication by
the corporate tax rate

tax rules means the rulespplicable to arEDBfor
determining income taypayablein the

Income Tax Act 2007 (as amended from

time to time, and any equivalent
preceding legislatiomr any subsequent

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018)

46



legislation that supplements or replaces

that Act),

temporary differences means theamountdetermined in
accordance withfor the purpose of

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

term credit spread difference means the amount determined in
accordancewith, for the purpose of

(@) Part 2, clause 2.4(8); and
(b) Part5, clause 5.3.2%),

term credit spread differential is determined in accordance with, for
the purpose of

(@) Part2, clause 2.4.9(3nd
(b) Part5, clause 5.3.23};
term credit spread differential allowance for the purpose of

(@ Part2 and Part 5, means the
sum ofterm credit spread
differentials; and

(b)  Part 4, means the amount
determined in accordance with
clause4.4.7(2)

total depreciation means, for the purpose of

(@) Part2and Part 5, the sum of
depreciationfor all assets; and

(b)  Part 4, the value determined in
accordance with clausé2.2

total opening RAB value 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)

total revaluation means, for the purpose of
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transmission asset washp adjustment

Transpower

trigger event

unallocated closing RAB value

unallocated depreciation

unallocated initial RAB value

unallocated opening RAB value

(@) Part2and 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 allowedan aDPPor CPFor
additionalcapital expenditureand
additionaloperating expenditure
associated with a transmission asset
forecast to be purchased mtisclosure
years precedingthe regulatory period
but were not completd, as specifiedin
a DPP determinatioror CPP
determination;

has thesamemeaningas definedn s
54B of theAct;

has the neaning specified in clause
5.6.53);

meansvalue determined in accordance
with, for the purpose of

(@) Part2,clause2.2.4(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 valuend the
amount of such allowance is determined
in accordance with, for the purpose of
Part 2, clause 2.2.5(1);

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

meansvalue determined in accordance
with, for the purpose of
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unallocated revaluation

unduly deterred

unforeseen project

unregulatedservice

utilised tax losses

V

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

meansamount determined in
accordance withfor the purpose of

(@ Part2,clause.2.9(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;

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 servicevould cause that
unregulated serviceo be-

(@) 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 notaregulated service

meansthe amount determined in
accordance withfor the purpose of

(a) Part2,clause2.3.2
(b) Part 4, clausd.3.2(1) and
(c) Part5,clause5.3.14
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valuemodified asset

value of commissioned asset

value of found asset

valuer

vanillaNZ$ denomina¢d bonds

verification report

verifier

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

(@) Is registered as a valuer under
the ValuersAct 1948;

(b)  holds a current practising
certificate issued by

0] 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

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

means a report prepared by\erifier in
accordance wittschedule G

means
(@) apersonwho-

0] iIsindependent and

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

voluntary underchargingamount
foregone

WACC
WACC change

washup account

washup amount

working day

worksunder construction

(b) adesignated individuabf a
persondescribed in paragraph

(@

meansan asset associated with the
supply ofelectricity distribution
servicesreceived by afcDB

(@)  without provision of
consideration; or

(b)  with provision of nominal
consideration;

has the meaning specified in clause
3.1.3(B)(a);

meansweighted average cost of capital;

means an event described in clause
5.6.714);

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

has the meaning specified in clause
3.1.3(B)(b);

has thesamemeaningas definedn s 2
of the Act; and

means arasset oracollection ofassets
that-

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

(b)  has not beercommissioned and

(c) the EDBintends tocommission
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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 EDB
must 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 maximum value of

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

(b) regulated serviceasset valueghat may be allocated telectricity
distribution servicesandother regulated servicesn aggregatemust
not exceed the totategulated serviceasset values

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

2.1.2 Allocationconstraints

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

(a) operating costsand
(b) regulated serviceasset values
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(2)

®3)

2.1.3
1)

(2)

®3)

(4)

()

2.1.4
1)

not directly attributable to other regulated servicesuppliedby theEDBmust be
consistent with allocations made in accordance vitput methodologiesrelating to
cost allocation applying to thosgher regulated services

Where theOVABAAS applied to botloperating costaot directly attributable and
regulated serviceasset valuesiot directly attributable, the combined amount of
such costs and valudbat is reallocated in accordance with clauel.4(5)must not
exceed the amount required to ensure that tharegulated services notunduly
deterred.

For the avoidance of ddot, after application of thisi®part, notwithstanding
anything else that may suggest otherwise, eanhegulated servicenust bear at
least the total

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

directly attributable to that unregulated service

Accountingbased allocation approadABAA)

Cost allocatorsmust 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 vduesnot directly
attributable, lessanyarm's-length deduction, to-

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

Wherean EDBuses goroxy cost allocatorfor the purposes oubclause (1) or a
proxy asset allocatofor the purposes ofubclause (2), thEDBmust, in accoré@nce
with the requirements in the relevarnD determination explainwhy acausal
relationship cannot be established

Wherean EDBuses gproxy cost allocatoffor the purposes ofubclause (1), theDB
must, in accodance with the requirements in the relevald determination explain
the rationale forthe quantifiable measureisedfor that proxy cost allocator

Wherean EDBuses goroxy asset allocatofor the purposes oubclause (2), thEDB
must, in accorancewith the requirements in the relevanD determination explain
the rationale forthe quantifiable measur@isedfor that proxy asset allocator

Optional variation to accountinbased allocation approadi®VABAA)

This clausappliesto the allocation of

(@) onlyoperating costsot directly attributable;
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(b) onlyregulated serviceasset valuesiot directly attributable; or
(c) operating costsnot directly attributable andregulated serviceasset
valuesnot directly attributable.

(2) Operating costsot directly attributable less anyarm's-length deductionmust be
initially allocated te

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

usingcost allocators

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

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

usingasset allocators

(4) Whereg after application osubclause (2)(c), (3)(c) or both, @amregulated servie
would-

(@) beunduly deterred subclausd5) applies and
(b) not beunduly deterred the allocation ofeither or both of

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

must remain as carried ouh accordance witkeither or both ofsubclause
(2)(c)and(3)(c)

(5) Wherethis sulclauseapplies, any

(&) operating costsand
(b) regulated serviceasset values

not directly attributable that wereallocatedto anunregulated servicen accordance
with either or bothof subclause (2)(c)and (3)(c)maybe reduced to the amount at
whichthe unregulated servicevould no longer bainduly deterred

(6) For the avoidance of doubt, thedjusted amountsletermined in accordance with
subclausdg5) must betreated asthe share of either or botlof-

(a) operating costsand
(b) regulated serviceasset values

not directly attributable to be borne by tle unregulated servicen question
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(7)  The adjusted amounts determined in accordance with subclél)saust be
deducted from eiber or both the

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

to which subclausé€?) or (3) applied after anyarm's-length deductionwasmade,
and the remainingosts orvalues reallocatethetween

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

in accordance witlsubclause (2) and(3).
(8) Where after application of subclaug&), the-

(a) operating costsand
(b) regulated serviceasset values

not directly attributable allocated toanotherunregulated serviceinduly deterthat
unregulated servicethe process in subclausés) and (7) may be repeated subject to
the modificationsspecifiedin subclaus€9).

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

(i)  operating costsand
(i) regulated serviceasset values

not directly attributable allocatedto that unregulated servicenust be
the values obtained in relation to thainregulated serviceas a result b
the previous application of subclaué®; and

(b) subclausg7), for "to which subclaus€2) or (3) applied after anyarm's-
length deductionwas made", substitutéto which thissubclause
previously applietl

(10) Subclauss(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
subclausd7)is carried out by grossing up allocation percentages used to make
allocations toelectricity distribution servicesother regulated serviceand each
remainingunregulated servicbased on the sameost allocatorsor asset allocators
as the case may basedundersubclause$2) and(3), to take into account the
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omission of the alloc&bn percentagesor the unregulated service¢o which
allocation has already been made under subclgia3e

2.1.5 Avoidable cost allocation methodology (ACAM)
(1) Inrespect of

(&) operating costsand
(b) regulated 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 th&DBnot to
supplyunregulated services

(2) The amounts of nomvoidable

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

not directly attributable, assssed in accordance with subclau4¢, must be
allocated toregulated servicesn aggregate.

(3) Where theEDBsuppliesother regulated serviceshe amountsallocated in
accordance with subclaug2) must be allocatedo eachregulated service supplied
by the EDBusing theABAA

SUBPART 2Asset valuation

2.2.1 Asset adjustment proceser setting initialRAB

(1) Asset adjustment process meatige process of assets
(@) beingdesignated as one of the following asset types:
(i) '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 processn EDBmay
elect toundertakenone, some or all of théollowingthings

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

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

() assets omitted irerror, which assets are treated as of 'included’
type;
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(©)

(d)

(e)

(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 of quantity, age, category or location now kmoiw be
incorrect, which assets are designated as of 'value modified' type;

re-apply a multiplier in @ ODVvaluation which affectsa 2009 disclosed
asset where more accurate information relating to application of the
multiplier has subsequently becomealable which asset is designated
as of 'value modified' type

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

(i) therugged terrain multipliemn 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, that
multiplier may also be applied toon-standard desigsof 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 1.18.5 times; and

(ii) therocky 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 application, that
multiplier may also be applied tableslaid inlooserock or sand,;
and

in respect of 2009 disclosed assethose valuen anODV valuation
wasaffectedby theapplication of an optimisation or economic value
test, doone of the following things:

(i) designaeit as of included' type and give it an included hee;
(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 value of an asset to which subcla{®éa)is applied is

(@)

(b)
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(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

(a) takingits

(i) ODV valuationor

(i) where anODV valuationis not applicable in respect of that asset
under theElectricity Information Disclosure Requirements 200¢%
value that resulted, or, for an omitted asset, would have resulted,
from application othose requirements as dhe dayonwhich the
asset wagirst commissionedafter the disclosure yea2004

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

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

(i)  unallocated depreciationin accordance with thetandard
depreciation method where the total asset life used for the purpose
of that method is the total asset life used for the purpose of 2069
disclosure reportsand

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

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

(@) taking itsODV valuatiorhadthe assets not been

(i) optimised in accordance with paragraphs 2:1847 and Appendix B
of the ODV handbookor

(i)  subject to the economic value test in accordance 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 withhe 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 reportsand
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(i) revaluationto account forconsumer price indeghanges using a
method consistent with that sed 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 non-monetary 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 assets-

(i)  where the asset i;icluded in thevalue of 'Regulatory Value of
System Fixed Asseti§ valueas on the last day of theisclosure
year2009included in'Total Regulatory Asset Base Valg&cluding
FDC)in the 2009 disclosure reportmultiplied by 1.0245and

(i) where the asset is included in the value of 'Regulatory Value of Non
System Fixed Assetis valueas on the last day of theisclosure
year2009included in'Total Regulatory Asset Base Valig&cluding
FDC)in the 2009 disclosure reports

(2) For the purpose of subclaugt)(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 supply of-

(@) one or moreregulated serviceor
(b) one or moreregulated serviceand one or moreinregulated service

where at least one of thoseegulated servicess anelectricity distribution
service the unallocated initial RAB value is the vatfighe assethadno
allocationof asset valueelevant toregulatory disclosurebeenundertaken.
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(4) Theinitial RAB valuef an assets determinedas the value allocated telectricity
distribution servicesas a result of

(a) 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 olanassetin relation to

(a) thedisclosure yeaR010, igts unallocatedinitial RAB valugand
(b) adisclosure yeathereatter, isits unallocatedclosingRAB valuen the
precedingdisclosure year

(2) Unallocated closing RAB value meanghe case of

(@) afound assetitsvalue of found asset

(b) adisposed assetnil;

(c) alostassetnil;

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

unallocated opening RAB valuainallocated depreciationt
unallocated revaluationand

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

(3) Opening RAB valui respect ofan asset, is, for

(@) thedisclosure yeaR010, itsinitial RAB valueand
(b) adisclosure yeathereatter, itsclosing RAB valum the preceding
disclosure year

(4) dosing RAB valyénrespect 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 tosubclausg3) andclauses2.2.6and2.2.7, in
accordance with the formuta
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[1 +remaining asset lif¢ x unallocatedopening RAB value

(2) Depreciation, in the case of an assvith anopening RAB valugsdetermined
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 whiadepreciation
for the network sparein question commences und&GAAPR and

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

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

2.2.6 Depreciation alternativedepreciationmethod

Where,undera CPRin accordance with claude 3.8 analternative depreciation
method is applied to an assetinallocateddepreciationand depreciationfor that
asset, in respect of eachsclosure yeanof the CPP regulatory perigdare
determined in accordance with thaiternative depreciation method subject tq in
the case ofinallocated 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

(@) allunallocatedrevaluations applying to that assen alldisclosure years
and
(b) inthe case of an asset

() in theinitial RAB its unallocatedinitial RAB valueor
(i) not in theinitial RAB its value of commissioned asseir value of
found asset

2.2.8 Physical sset life

(1) Physical sset life meanssubject to subclausg), in the caseof-

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

(€)

(d)

(e)

(f)

(¢))

(h)

(i)

()

(k)

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

an assetletermined by theEDBto have a service life potential shorter
than itsstandard physical asset lifats physical service life potential
determined by arengineer, subject to subclause (3);

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

found 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 undeAAP

an assetcquired or transferred from eegulatedsupplier, the asset life
that the vendor would have assigned to the asset at the end of its
disclosure yeahad the asset not been transferred,;

an assetacquiredor transferred from a entity other than aegulated
supplier.

(i) where a similar asseb 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).

an assenot referred to inparagraphga) ¢ (h)-

(i) in theinitial RABand anincluded assetor
(i) not in 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 typeor

(v) in all other casests physical servicéfe potential determined by an
engineer, subject to subclaus@);

anasset(other than a composite asset) not referred to in paragrafg)s

(9), its remaining physical service life potentzd on the last day of the
disclosure yea?009as determined in accordance with the method used
to determinedepreciationfor the purpose of th&2009 disclosure

reports;

a composite asset, the average asset life of the assets comprising it
determined in accordance with paragrapfac(i), with the modification

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

valuesof the components in the earlieslisclosure yeain which all

component assets wereeld by theEDB

(2) For the purpose of subclaugg), physical asset life means, in the case of a dedicated
assetwhich is not expected to be used by te®Bto provideelectricity distribution
servicesbeyond the term of the fixed term agreement relatingttee 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 subclausél)(c) (1)f)(ii) and (1)()(v), a determination made in
accordance with this clause by angineerof physical service life potential

(@)

(b)

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

must be evidenced by a report written by tleagineerin question that
includes an acknowledgement by tkagineerthat the report may be
publicly disclosed by a@BDBpursuant to anD determination

(4) For the purpose of subclause @)(anEDBmust¢

(@)

(b)

in thefirst disclosure yeanf the DPP regulatory perioéh which an
adjustment factor is applied by theéommissionreduce the asset life of
assets that have annallocated opening RAB valuesuch that the
remaining average asset life of existing assets indistiosure yeain
accordance with subclause (8)the sameralueas theremainingasset
life for existing assetsalculatedunder theDPPfor that disclosure year
whenapplying the formula:

aggregate openindgRABvalue for existing assets total depreciation;
and
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

(@)

(b)

'dedicated asset' means an asset operated for the benefit of a particular
consumerpursuant to a fixed term agreement for tlsipply of

electricity distribution servicesbetweenthe EDBin questionand that
consumer

‘extended life asset’ mearen asset whose physical service life potential
is greater than itstandardphysical asset life
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(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), fleenainingaverageasset lifefor existing
asses' means the value determined in accordance with the formula

opening RAB valu®or all assets-total depreciation

2.2.9 Revaluation

(1) Unallocated revaluatiors the amount determined, subjetd subclaus&3), in
accordance with the formula

unallocatedopeningRAB valuex revaluation rate

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

opening RAB valug revaluation rate
(3) For the purposes of subclaus@g and (2), where

(@) 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 ofcommissionedasset in relation to anasset (includingn assetn respect of
whichcapital contributionswere receivedr avested assel, meansthe cost of the
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asset to arEDBdeterminedby applyingGAAPRo the asset as on itsommissioning
date, except that subject to subclaus@), the cost of

(@) anintangible assetunless it is

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

is nil;
(b) aneasementis limited to its market value as on temmissioning date
as determined by &aluer,

(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 replacer

(i)  whose cost is not treatedholly asor part of the cost of an asset
under GAAR

is nil;
(e) anasset

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

is limited to theunallocatedclosingRAB valuef the assetthat would have
appliedfor the other regulated supplier hadthe asset not beemcquired
by the EDBin the disclosure yeapof the regulated suppliewhen the asset
was transferredas 'unallocatealosingRAB value' is defad in theinput
methodologiesapplying to thesupplyof regulated goods or servicdsy
the regulated supplie};

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

(g) anassetor a comporent of acommissionedassetacquiredin arelated
party transaction, other than an asset to which paragrapte or (f)
apply, isthe cost specifiedn subclaus€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 applyiGAPreduced by the amount
of the capital contributions
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() avested assetn 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

() for the purpose of subclause (a)@finance leaseexcludes the value of
any asset for which annual chargee arecoverable costunder 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

(b) calculatedusingarate not greater than th&® 5 . weighted average of
borrowing costs for each applicaldésclosure year

(3)  For the purposes of subclause(@)the W SA IKGSR | GSNIF IS 2F 062 NJ
calculated for alisclosure yeawusing principles set out @AARwhere:

(@) the cost of financing rate is the weighted average of the costs applicable
to borrowings in respect afapexthat are outstanding during the
disclosure year

(b) the total costs applicable to borrowingsitstanding as used in
calculating the weighted averageust include costs of borrowings made
specifically for the purpose of any particutar

() capexprojects, or
(i) capexprogrammes and

(c) the amount of borrowing costs capitalised during thisclosure year
must not exceed the amount of borrowing costs incurred during the
disclosure year

(d) if acapital contributionis received by aikDB the relevant asset
becomesworks under constructiorfor the purposes of calculatgthe
cost of financing

(e) subject to sub@use (i), aapital contributionwill reduce thecostof
works under constructionfor the purpose of the calculation of the
finance cost, even if theesultingvalueof works under constructions
negative

()  subject to subclause (gj,the value ofworks under constructionis
negative in accordance with subclause (g cost of financing for the
period ending on theommissioning datewill be negative

(g) ifthe cost of financing an asset whichwierks under constructioris
negative under subclause (f) will reduce the valu®f the relevantasset
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or assetdy that negative amount where such a reduction is not
otherwise made undeGAAP

(h) for the purpose of subclausd)( works under constructiorincludes
assets that are forecast to lnhancedor acquired and

(i) if the cost of financing iderived as income in relation tworks under
constructionand isboth-

() negative; and
(i) included in regulatory income under & determination

it will not reduce thevalueof the relevant asset or assets whesach
reduction isnot 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 requireantsreduces the cost of an
asset by the amount of the revenue where such reduction is not
otherwise made undeGAAP and

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

(5) For the purpose of paragraph2.11(1)(g) the cost of &ommissionedasset, ora
component of &commissionedasset, acquireth arelated partytransaction must
be set on the basis that

(@) the cost ofacommissionedasset oracomporent of acommissioned
assetacquired in therelated party transactionrmust begiven avaluenot
greater thanif that transactionhadthe terms of anarmQ-gngth
transaction

(b) an objective and independent measure must be used in determining the
terms of anl NJ¥léhgth transactionfor the purpose oparagraph(a);
and

(c) for the purpose of paragraph (ayhere acommissionedassetor a
component of &commissionedassetis acquiredn therelated party
transaction the valuethat qualifies for recognition athe cost of a
commissionedasset or a component of @mmissionedassetmustnot
exceedthe actualamount chargedo the EDBby therelated party.

(6) For the purpose of subclause (5)(ajetated party transactionwill be treated as if it
had the terms of amrmQ-Eength transactionif the commissionedasset, or
component ofthe commissionedasset, acquired from eelated partyis valued at the
cost incurred by theelated party, provided thatthis is

(a) fair and reasonable to thEDB and
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(b) substantially thesame as theostthat hasbeen incurredor would be
incurred by therelated partyin providing the same type @fssetto third
parties.

2.2.12 Value of found asset

(1) Found asset means, in relation talesclosure yearan asset

(@) other thaneasement land
(b) other thanan intangible asset, unless it 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 disclsure yearin questionto havea
commissionng dateafter the disclosure yea2009.

(2) The value of found asset

(a) thefound asset'scost calculateadtonsistently withGAAP 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 maket value as determined by\aluerasat
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 incomerisgulatory taxable incomdessutilised 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 determing in accordance with aliD determination

Tax losses

Utilised tax losses means opening tax lossabject to subclausg).

For the purpose of subclaugg), 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 subclau$8)(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 of subclau$é), current period tax losseis, whereregulatory
taxable inomeis-

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

Permanent differences

Permanent differences i©i¢ amount determined in accordance with the formula

positive permanent differencesliscretionary discounts andustomer 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 dhe 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 of 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 asubsequendisclosure 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 grmanent differences' meansubject to
subclausd5), the sum of

(@) all amounts of income

() included as amounts of income in determiniregulatory 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 expenditure or loss

(i) treated as deductions were thax rulesapplied to determine
income tax payable in respect thfe EDB'ssupply of 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 permanent differences exclisd@mounts
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 valiger 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 investment valueleveragex 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 thalisclosureyearand theregulated good or servicen question.

2.3.5 Amortisation of initial differences in asset values

(1) Amortisation of initial differences in asset valuessighject to subclaus@),
determined in accordance with the formula
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openingunamortised initialifferences in asset valuepeningweighted
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 precediisglosure
year.

(3) For the purpose of subclau¢2)(a) 'initial differencesn asset values' meansubject
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 LJzN1I2&aS 2F &adzo Of I dzaS 6mM0OT W2LISYAY
St S@ryid FraasSiaqQ YSIya
gq=a- b
where:

a=the 2010 weighted averagemaining asset lifeof assets included in the initial
RAB calculated by usingtial RAB valuess weighings
p=disclosure yeatess 2010.
(5) For the purpose of subclausél) 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 acquiral assetdrom the date of acquisition.

(6) For the purpose of subclaug2)(b) 'closing unamortised initial difference in asset
values' is determined in accordance with the formula

Opening unamortised initial differences in asset vahasortisation of intial
difference in asset values

2.3.6 Amortisation of revaluations

Amortisation of revaluations 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 in asset values deferred tax balance relating
to assets acquired in thdisclosure yeain questiong deferred tax balance
relating to assets disposed of in thisclosure yeam question+ 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 syplier 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 ddut, the amount referred to in subclaug8) must 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 pupose of subclausg), ‘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
RABvaluesasa 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) Forthe purpose of subclaugeH 0 £ WRSTFSNNBR Gl E ol ftlydS NB
in thedisclosure yeain questio? Y Sl ya GKS FY2dzyd 2F RSTFSNJ
the assets disposed of by tlieDBand, where that deferred tax balance is a deferred
tax liability, it mustavea negativevalue

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), 'positive temporary differencesheans the sum of

(@) all amounts of income

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

(i) notincluded as amounts of income in determinmegulatory 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 thtax rulesapplied to determine
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 thepurpose of subclausgl), 'negative temporary differences' means the sum of
(@) all amounts of income

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

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

(b) all amounts of expenditure 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 assetans 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 RABvaluesis less than the sum of thedjusted
tax valuesof all assets in thaitial RAB

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

(i) acquired or transferred from eelated party,

the value of the asset determineby applying theax depreciation rules
to its notional tax asset value; and

(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 of theunallocatedinitial 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) subclausd?2)(a)(iii),value in respect oftte disclosure 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 assetr, 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 assgius any
taxedcapital contributionsapplicable to the asset

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

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

openingRAB valueor 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 @ group of assets maintained under thex 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 servicesvere 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 vanillAWACGor each
disclosure year

(&) in respect othe 5 yearscommencing on the first day of trdisclosure
yearin question
(b) within 1 month of the start of tha&lisclosure yeain question; and
(c) in accordance with the formuia
raL+re(1-L).
(2) TheCommissiorwill determinea mid-point estimate of postax WACJor each
disclosure year

(&) inrespect othe 5 years commencing on the first day of ttisclosure
yearin question
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(b) within 1 month of the start of th&lisclosure yeain question; and
(c) in accordance with the formuia

rq (1-ToL+re (1- D).
(3) Inthisclause
L isleverage
rq is the cost of debt and is estimated in accordance with the formula
r+p+d
re is the cost of equity and is estimated in accordance with the formula
n(l-T)b JTAMRP
T. is theaverage corporatéax rate
re is theriskfree rate
p is theaveragedebt premium
d is the debt issuance costs;
T, is theaverageanvestortax rate
I ¢ is theequity betg and
TAMRRSs thetax-adjusted market risk premium.
(4) For the purpose of this clause

(@) the averagenvestor tax rate, the equity beta, the debt issuance costs,
the average corporatéax rate and the tasadjusted market risk
premium are the amounts specified in or determined in accordance with
clause2.4.2 and

(b) therisk-free ratemust be estimated in aordance with claus2.4.3

2.4.2 Fixed WACC parameters

(1) Leveragas42%.

(2) Qverageinvestor tax rat€lsthe averageof the investor tax ratethat, as at the date
that the estimation is madawill apply toeach ofthe disclosure yearsn the 5 year
period commencing on the first day of tliésclosure yeain question

(3) For the purpose of subclaug$®), 'investor tax rateis, for eachdisclosure yearthe
maximumprescribed investor ratepplicable at the start of thadisclosure yeato
an individual who is

(@) residentin New Zealand; and
(b) aninvestor in anulti-rate PIE
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(4) The'dverage corporate tax raf@ésthe average of theorporate tax rateghat, as at
the date that the estimation is madeill applyduring the 5 year period commemgj
on the first day of thelisclosure yeain question.

(5) The®quity betals 0.60

(6) Qébtissuance costare 02%.

(7) Waxadjusted market risk premiufis, for a5 yearperiod commencing on the first
day ofeachdisclosure year7.0%.

2.4.3 Methodology for estimatingisk-free rate

TheCommissionwill estimate arisk-free rate-

(a) for eachdisclosure yearand
(b) within 1 month of the start of thelisclosure yeain question,

(c) obtaining, fornotional benchmarlNew Zealand government New
Zealand dollar denominated nominal bonds, the wholesale market
linearly-interpolatedbid yield to maturity for 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 unweighted arithmetic average of the daily annualised
interpolated bid yields to maturity.

2.4.4 Methodology for estimatin@veragedebt premium

(1) The Commissiorwill determine an estimate of an amount for tlawerage debt
premium-

(@) for eachdisclosure yearand
(b) within 1 month of eachlisclosure year
(2) C2NJ GKS LizN1l}2asS 2F adzoOfldzaS 6mox WF@GSNI 3
arithmetic average of the\e debt premiumvalues estimated in accordance with
subdauses (4), (5) and (6jor:

(@) the currentdebt premium reference yegrand
(b) the four previoudebt premium reference years

(3) For the purpose of subclaugeH 0 6 0 E WOdzZNNBYy i RSo6 G LINBYA dzy
the debt premium reference yeathat contains the start of thelisclosure year

(4) For thedebt premium reference yeaR017 or earlier, the followingebt premium
values apply

(8) 2013 = 2.2%;
(b) 2014 = 2.a%;
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(c) 2015 =1.760;
(d) 2016 =1.5%; and
(e) 2017 = 1.5%.

(5) 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 gradeBBB+and

(iv) have a remaining term to maturity of 5 years; and

(b) the contemporaneous interpolated bid yield to maturityrastional
benchmark New Zealand governmesw Zealand dollaslenominated
nominal bonds having a remaining term to maturity of 5 years.

(6)  For the pupose of subclause (2h¢ amount of thedebt premiumwill be estimated
by-

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

(i) investment grade credit ratedand
(i)  of atype described in the paragraphs of salbse(7);

(b) in respect of each bond identified in accordance with paragr@yh

(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 contemporaneouiterpolatedbid to bid spread over
notionalbenchmak New Zealand government New Zealand dollar
denominated nominal bondwith the same remaining term to
maturity, by deducting the yield calculated in accordance with sub
paragraph(ii) from the yield obtained in accordance with sub

paragraph(i),
for eachbusiness dayn the 12 months preceding the start of thelebt
premium reference year

(c) calculating, for each bonidentified in accordance with paragrajga),
the unweightedarithmetic averageof the daily spreadidentified in
accordance with paragrapt)(iii); and
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(d) subject to subclaus§), estimating, by taking account of the average
spreads identified in accordance with paragrdppand having regard to
the debt premium estimated from applying tidelsonSiegeiSvensson
approach the average spread thavould reasonably be expected to
apply toavanilla NZ$ denominated bonthat-

() isissued by afeDBor aGPBthat is neither100%owned by the
Crown nor docalauthority;

(i) ispublicly traded;

(i) hasa qualifying ratingof gradeBBB+and

(iv) hasa remainingerm to maturity of 5 years.

(7)  For the purpose of subclaus€6)(a) and6)(d), the Commissiorwill have regard,
subject to subclaus), to the spreads observed on the following typewaiilla
NZ$ denominated bondssued by aualifying issuer

(@) those hat-

(i) have agualifying ratingof gradeBBB+and
(i) are issued by akDBor aGPBthat is neitherl00%owned by the
Crown nor docal authoiity;

(b) those that

(i) have agualifying ratingof gradeBBB+and
(i) areissued by an entity other than &DBor aGPBthat is neither
100%owned by the Crown nor lacal authority;

(c) those that

() have agualifying ratingof a grade different t8BB+ and
(i) areissued by aBDBor aGPBthat is neither1l00%owned by the
Crown nor docalauthority;

(d) those that

() have agualifying ratingof a grade different t8BB+ and
(i) are issued by an entity other than &bDBor aGPBthat is neither
100%owned by the Crown nor lacal authority; and

(e) those that are

() investment grade credit ratedand
(i) issued by an entity that B500%owned by the Crown or lcal
authority.

(8) For the purpose of subclaugé)-
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(9)

2.4.5
1)

)

®3)

(4)

(@) progressively lesser regavdll ordinarilybe given to the spreads
observed on the bond types described in accordance with the order in
which the bond types are describ&usubclause?);

(b) the spread on any bond of the type described in subcldidsthat has a
remaining term to maturity of less than 5 years wiltlinarilybe
consideredo bethe minimum spread that would reasonably be
expected to apply oan equivalently crdit-rated bond issued by the
same entity with a remaining term to maturity of 5 years; and

(c) the Commissionwill adjustspreads observed on bonds described under
subclauseg7)(b)to (7)(e)to approximate the spread that is likely to have
been observed hadhe bonds in question been of the type described in
subclaus€7)(a)

For the purpose of subclause (6)(#elsonrSiegelSvensson approa€imeans a
method for modelling yield curves and term structures of interest rates which
establishes a relationship beeen termsto maturity and thedebt premium, wherea
curve is generated by changing the parameters of a yield €umectional form to
minimise the squared deviation between estimated and observed values.

Methodology for estimating th&®VACQGangeand the 67th percentile of WACC
TheCommissiorwill determinea WACC rangr eachmid-point estimate of WACC

(@) for eachdisclosure yearand
(b) within 1 month of the start of thalisclosure yeain question

For the purpose of subclaugt), WACC randgeneans the values falling between the
25th percentile and 75th percentilenclusive of the mid-point estimate of WACC
For the purpose of subclaug2)

(&) the mid-point estimate of WACGOnust 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 WACE0.6743 standard error,

wherethe standard errorof the relevantmid-point estimate of WAC@®
0.0101

TheCommissiorwill determine a 67th percentile estimate of van#ACCanda 67"
percentile estimate oposttax WACC

(a) for eachdisclosure yearand
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(b) within 1 month of the start of thelisclosureyearin 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,
wherethe standard errorof the relevantmid-point estimate of WAC@& 0.0101

2.4.6 Publication of estimates

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

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

2.4.7 Interpretation of terms relating to term credit spread differential
(1) ‘WQualifying debfmeans a line of debt

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

(2) Qualifying supplier meansragulated supplierwhose 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.

2.4.8 Term credit spread difference

(1) Term credit spread differende determined in accordee with the formula
TxU,
where-
(@) 'T'is the amount determined in accordance with the formula
0.00075x (original tenor of theyualifying debtc 5);

(b) 'U'is the book value in New Zealand dollars ofdlelifying debtat its
date of issue

(2) For the purmse of this clause, where tlgualifying 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 isramay be required,

whichever is the shorter.
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2.4.9 Methodology for estimating term credit spread differential

(1) This clause applies to the determination of the amount of tamgn credit spread
differential in respect of ayualifying debtfor the purpose of disckure 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 differentia theamountdetermined in accordance with the
formula-

(A+B)x CxD,
where-

(@ 'A'is the sum of theerm credit spread differencenddebt issuance cost
re-adjustment

(b) 'B'is the book value of thgualifying supplier'stotal interestbearing
debt as at theébalancedate of the supplier'sinancial statements audited
andpublishedin the disclosure yeain questionrelate;

(c) 'C'isleverage and

(d) 'D'is, in relation to thequalifying supplier the average of

(i) the sum ofopening RAB valuesnd
(i)  the sum ofclosingRABvalues

(4) For the purpose of subclau¢g)(a) 'debt issuance cost radjustment isthe amount
determined in accordance with the formula

(0.01+ original tenor of thegualifying debt- 0.0Q) x book value in New Zealand
dollars of thequalifying debtat its date of issue,

which amount, for the avoidance of doubt, will be a negative number.
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PART 3 INPUT METHODOLOGIES FOR BOTH DEFAULT AND
CUSTOMISED PRIQEALITYATHS

SUBPART Bpecificationof price

3.1.1 Specification and definition of prices

(1) For the purpose of s 53{l)(a) of theAct, the maximunrevenues that may be
recovered by afEDBwill be specified in ®PP determinatioror CPP determination
as a revenue capvherebyforecast revenue fronpricesmust not exceedorecast
allowable revenuefor eachdisclosure yeaof the regulatory period

(2) For the purpose ofetting the maximum revenues undsubclause (1the
Commissiomrmay specify in ®PP determinatioror CPP determinatioran annual
maximum percentagencreasen forecast allowablerevenue as dunction of
demandfor a disclosureyear.

(3)  For the purpose of this subpat! ¥ 2 NBE Ol & (i LNNGAMB dimSos Fe)eRrY
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 subpa#fNBE O 4 G | f { ZsspedifiedSn DEPD S y dzS Q
determination or CPP determinationncludes

(a) forecast net allowable revenug

(b) forecastpassthrough costs

(c) forecastrecoverablecosts excludinganyrevenue washup draw down
amount under clause 3.1.3(1)(¥Wr the disclosure yeareferred to in
subclause (1)and

(d) the balance of thevashup accountavailable for draw down

(5) For the purpose of this subpatt T 2 dl&ll@nable revena as afunctio? ¥ RSYIl yYRQ
is theforecastallowable revenuefor the disclosureyear expressed aa functionof
one or more units oflemand as specified by tlf@ommissiorin aDPP determination
or CPP determination
(6) For the purpose athis sulpart, $¥orecast net allowable revendor the first
disclosure yeaof aDPPor CPRegulatory periodwill be specified by the
Commissiorat the start of theregulatory periodin aDPP determinatioror CPP
determination.
(7) For eachdisclosure yeaof the DPPor CPRegulatory periodafter thefirst
disclosureyea¥ WF2NB Ol ad ySaG It py@appyiigS NI ISy dzSQ

(a) theforecast net allowable revenuéor the precedinglisclosure year
(b) theforecast CRlas specified in subclaus&)(and
(c) anyX factor apptable to theEDB

(8) orecastCP{Imeans
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(9)

(10)

(11)

3.1.2
(1)

(2)

(@) for a quarter prior to the quarter for which the vaniNdACCapplicable
to the relevantDPPregulatory periodor CPP regulatory periodias
determined,CPIF & LJSNJ LJ- NI 3INJ LK 0| éxcl@lifig G KS
any adjustments made under paragraft) 0f the CPIdefinition arising
as a result of an event that occurs after the issue of the Monetary Policy
Statement referred to in paragraph (bglow,

(b) for each later quarter for which a forecast of the change indiea CPI
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 relevarDPP regulatory periodr CPP
regulatory periodwas determined, theCPllastapplying under paragraph
(a) extended by the forecast change; and

(c) inrespect 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 yearsudts in the forecast for
the last of those years being equal to the target midpoint for the change
in headlineCPIset out in the Monetary Policy Statement referred to in
paragraph (b).

Pricesmeans

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

in nominal termsexclusive ofzSTror the supplyof anelectricity distribution
service and must include a discoutdaken up byconsumers

'‘Quantity’ meansthe amountssuppliedof electricity distribution services
corresponding to the extent practicable pwices expressedn units ofkWh, kVA,
kW, dayor otherunit applicable tosuchsupply.

'discount’ means a discount to charges payable fordheply of electricity
distribution services

(a) thatis offered by afleDB
(b) the take-up of whichis determined byonsumers and
(c) that applied when thdorecast net allowable revenusvas determined

Passthrough costs

Subject to subclaus@), a passhrough cost is

(a) a costlisted in subclausé); or
(b) subject to subclausg), a cost, other than onelisted insubclausg?),
specified by way cét DPP determinatioror CPP determination

For the purpose of subclaugg)(a) the costs are
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(&) rates on system fixed assets paid or payablamiDBto alocal
authority under theLocal Government (Rating) Act 20aad
(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 ComplaintSommissiorr
Schemeby virtueof their membership

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

(i) 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

(b) come into effect during ®PPregulatory periodor, where applicable,
CPP regulatory periad

(4) For thepurpose of subclaus@l), where a cost relates to botelectricity distribution
servicesand other servicesuppliedby theEDBonly the proportion of the cost
attributable to thesupplyof electricity distribution servicegas determined in
accordancewith clause2.1.1), may bea passthrough cost

3.1.3 Recoverable costs

(1) Arecoverable cosis a cost that is
(@) any amount that ig

() anIRIS incentive adjustmentalculated in respect of mon-exempt
EDB or

(i) apositive net balance determined in accordance with sku
3.3.16(2), provided that any requirements pursuant to Hn
determination regardingauditor certification of any value
determined in accordance witSection 3 of Subpart3ave been
met;

(b) a charge payable tbranspowerfor electricity lines serviceprovided to
an EDBIn respect of the transmission system in accordance with the
transmission pricing methodologyranspoweruses to determine the

prices it charges for its services, as specified in the Electricity Industry

Participation Codeincluding ag such charges echarged at cost by
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third partyto an EDBthat does not have a transmission agreement with
Transpowerfor the relevant point of supply

(c) acharge payable by &DBto Transpowerin respect of a new
investment contrac{as'new investmentcontract' isdefined 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 201@ the extent that thecharge is not pass
through cost

(e) an amount of a charge describedgaragraphgb) or (c)that the
Commissioris satisfied afeEDBhasavoided liability to pays a result of
the EDBhaving purchased transmission assets ffbranspower 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 ti#ect, subject to theprovisospecified in
subclausgb);

() afee payable to &erifier, subject to the requirement specified in
subclausg3);

(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 clause5.4.12(4)b), subject to the requirement specified in subclause
),

(m) acatastrophicevent allowance as specified in BPP determinatioror
CPP determination

(n) anextended reserves allowangesubject to the requirements specified
in subclauses (2) and (7);

(o) agquality incentive adjustment

(p) the amount calculated for aon-exempt EDBn accor@nce with the
following formula for eacldisclosure yeanther than the first in PP
regulatory periodor CPP regulatory periotbr which the starting prices
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were determined by the CommissiamaDPP determinatioror CPP

determinationg
(cap ex wash-up adjustment

I—-1

) (14 ryos

whereg

I is thenumber ofdisclosure yearsn the DPP regulatory perioor
CPP regulatory periad

r is thecost of debtapplying to theDPP regulatory periodr CPP
regulatory period and

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

(q) 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 ampntract setting

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

formula for adisclosure yeain aregulatory periodother than the first

disclosure yeat
(transmissinn asset wash-up adjustment

-1

) X (1 +7)¥¥0s

whereg
I is the number oflisclosure yearsn the regulatory period
r is the cost of debtapplying to theregulatory period and
y is the number oflisclosure yearpreceding thedisclosure yeain
guestion in theregulatory period
(n the 201315 NPV washup allowance
(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
subdause (11)or
(v) arevenue washup drawdown amount, as specifieéh subclause (133).

(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 of cost in questiapecified in PP determination

(3) The requirement of this subclause is thlaé amount thatmaybe recoveredn
respect of a particulaeDBmust be specified by th€ommissiorin aCPP
determination.

(4) For the purpose of subclaugd)(e)(ii) the amount is a recoverable cost only in the
disclosure yeargrom and including thelisclosure yeain respect of which the
Commissiorfirst approved the amounof the cost
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(5) For the purpose of subclausél)(h)and (1)(i), the provisois that theCPP proposab
not discontinued by th&€ommissiorunder s 53%f the Act.
6) LYy GKAa OfldzaSsy Wof SOIMRDAGRS LYIRYA (WS y &\
is defined in the Electricity Industry Act 2010
(7)  For the pupose ofgiving approval under subclause (2) in respect oéxended
reserves allowancgthe Commissiorwill have regard t@ny policy intent stated by
the ElectricityAuthority as to whethec

(&) some or alcompensation payment® be made byan EDBunderthe
extended reserves regime would kgpected to constitutenegative
recoverable costendbe passeehrough toconsumersvia
correponding reductiosin prices and

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

(8)  For the purpose cfulclause(1)py = G KS Yupadudntenty AZEK |y Y 2 dzy (
equal to thepresent value of the difference in the seriesfofecast net allowable
revenuefor the disclosure year®f the DPPregulatory period or CPP regulatory
period in question subject tosubclause (9)from adoptngg

(@) the sum ofvalue of commissioned asseis the building block allowable
revenue before tafor eachdisclosure yeathat follows thebase yeaiin
the precedingDPPregulatory periodor CPP regulatory periad

instead of,

(b) the forecast aggregate value of commissioned asse¢termined by the
Commissiorin respect of each of thosdisclosure yearsvhen
determining prices in accordance wetDPP determinatioror CPP
determination, or an amendment thereof

(9) For the purpose of subclaus@)¢

(@) the present value must be determined by discounting skeeies of
building block allowable revenue before taxising a discount rate equal
to the WACGapplied by theCommissionn setting prices for th®PP
regulatory periodor CPP regulatory perioth question to-

()  where thecapex washup adjustmentis applied for DPP
regulatory period the end of the precedin®PP regulatory perid;

(i)  where thecapex waskhup adjustmentis appied for aCPP regulatory
period, the point in the precedindPP regulatory perioavhere the
CPP regulatory periobegan

(b) the series obuilding block allowable revenue before tabor the DPP
regulatory periodare those used to reset starting prices based on the
current and projected profitability of eadBDBand must
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(i) be calculated using theamemethodology that wasapplied by the
Commissiorin setting starting prices for thEDBfor the DPR
subject to subpeagraphs (ii) and (iii)

(i)  for the purpose of subparagraph (i), adopt the sundepreciation
calculated under Part 2 in respect of ealibclosure yeathat
follows thebase yeaiin the precedingDPP regulatory periodor
assets having eommissioning daten any of thosedisclosure years
and

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

(c) the series obuilding blocks allowable revenubefore taxfor the CPP
regulatory periodare those used in setting the seriesméximum
allowable revenue after taxin accordance with clause 5.3.4(1) and must

() be calculated using theamebuilding blocksnethodology that was
applied by theCommissionwhen setting theEDBforecast net
allowable revenuefor the CPRsubject to subparagraphs (i) and (iii)

(i)  for the purpose of subparagraph (i), adopt the sundepreciation
calculated under Part 2 in respect of eatibclosure yeathat
follows thebase yeaiin the precedingDPPregulatory periodfor
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 dfuilding blocks allowable revenue
before tax

(d) wherethe seies ofbuilding block allowable revenue before taxom
adopting the sum o¥alue of commissioned asseexceed theseries of
building block allowable revenue before tafkom using theforecast
aggregate value of commissioned assgfsen the differences a
positive amount of capex waslp adjustment

(e) wherethe series obuilding block allowable revenue before taxom
adopting the sum o¥alue of commissioned assets less than theeries
of building block allowable revenue before tafxom using theforecast
aggregate value of commissioned assgfsen the difference is a
negative amount otapex washkup adjustment; and

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

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

(11) Wrgent projectallowanc€means the allowancdetermined by theCommissiorin a
CPP determinationn respet of additional net costs where these costs

(@) exceed those already provided for irD&®P determinatioror CPP
determination;

(b)  will not otherwise be recovered by theDB and

(c) will beprudently incurred byhe EDBbefore commencement of the
resultingCPP regulatory perioth responding to an urgengroject that
occurred in the timébetween the submission of @PP proposand
determinationof the resultingCPP determinatiorby the Commission

(12) For the purpose of sutdause (1)), anEDBmust for eacldisclosure yeag

(@) performa revenue wastup calculation as specified inlPP
determination or CPP determination

(b) calculate andecordanyvoluntary underchargingamount foregonein
accordance with subclause (13)(a);

(c) record in thewashup accountanywash-up amountcalculated in
accordance with subclause (18)y(

(d) record in thewash-up accountany revenue washup draw down
amount; and

(e) record atime value of money adjustment in theshup account

(i) using a rate equal tthe 67th percentile estimate o#WACCand
(i)  calculatedby applying the method as specifieda®PP
determination or CPP determination

(13) For the purpose of subclause {12

(@ W@2f dzy (i | NB admyuRfSrNgoric? NHESAhaMDuUNt of
revenue permanently foregonen accordance with the manner specified
in the DPP determinatioror CPP determinatiopwhere theEDBhas
intentionally and voluntarily undercharged revenues relative to the
amount allowed in thédPPor CPP

by WolhdlKk F Y2dzy G Q YSI yaxs@antddgadi@ali (2 & dzo Of
allowable revenuelessactual revenudessrevenue foregondor a
disclosure year

(c) if therevenue reduction percentagexceeds 20%, an amount i@venue
foregoneshall be calculated,;

(d) if therevenue reduction percentags less than or equal to 20%, the
amount ofrevenue foregoneshall be nil;
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(e Wl OhGdzZlt Iff26l 6f SischGHB eyrdaDount Sl yas F2
calculated in accordance withPP determinatioror CPP
determination that includes

(i) actual net allowable revenug

(i)  passthrough costs and

(ii) recoverable costsincluding anyevenue washup draw down
amount;

H  WI OG dzl tOnedds BradisHABsureyear, the revenue amount
calculated in accordance withPP determinatioror CPP
determination that includes

() actual revenue fronprices and
(i)  other regulated income

(90 WNB@SydzS F2NB3I2y SQ YSI yaanerispecifiedvi? dzy & O
a DPP determinatioror CPP determinatioy applying

(i) therevenue reduction percentag®e a net allowable revenue

amount;less
(i)  20% of a net allowable revenue amount
where-

(i) net allowable revenue is specified for each of (i) and (ii) iXR®
determination or CPP determination

(hy WI Oidetklftf 2 ¢ 0 SeahsotiEyirdrdiRlosureyearof the
regulatory period the forecastnet allowable revenuefor that disclosure
yearas specifiedn clause 3.1.1(6)

() Wk Odetelfff 2 51 0 BeansPoadfidig@dureyearof the
regulatory periodafter the firstdisclosureyear, an amountcalculatedin
accordance with ®PP determinatioror CPP determinatiorby applying

(i) the actual netallowable revenuefor the precedinglisclosure yeay
(i)  the CPIin place of thdforecast CPlo the extent thatforecast CPI
was applied in settingricesfor the disclosureyearin accordance
with clause 3.1.19); and
(i) the X factor that was used when tlierecast net allowable revenue
was originally determined for thdisclosureyearin accordance with
clause 3.1.7); and
() WNBOSydzS NBRdAzOG A 2oyadistbdureyesf,the 3SQ YSI ya
percentage reduction in revenue calculated in accordance wibi?B
determination or CPP determinatioy comparing the actual revenue
from priceswith forecast revenue fronpricesfor the disclosureyear,
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k) WNBEQGSydA) RINAK R2gYy | Y2dzyiQ YSI ya
the EDBIn accordance with ®PP determinatioror CPP determination
such thatif the balance referred to in clause 3.1.1(4)(d) is a balance that
is to be returned taconsumers the amount kall equal that balanceand

()  where apassthrough costor recoverable costs incurred by th&e[B
prior to aregulatory periodand an amount of the cost is not otherwise
able to be recovered by theCB, the amount plus any related time value
of money adjusnent made in accordance with@PP determinatioror
CPP determinatiorshall be included in thevashrup account

SUBPART 2malgamations

3.2.1 Treatment of amalgamations

(1)
)
3)
(4)

()
(6)

(7)

TheDPPof non-exempt EDBsubject toDPPghat haveamalgamatedmust be
aggregated from the start of theisclosure yeafollowing theamalgamation

A DPPfor an amalgamated&DBformed froman EDBsubject to aDPPandan EDB
subject to aCPRapplies at the end of thexistingCPP

A DPPfor an amalgamate&DBformed from 2EDB<sach subject to £PPRapplies at
the end of the existingCPPs

Nothing in subclausg®) and(3)

(@) precludesa CPPRapplying to the amalgamateiDBat the end of the
existingCPPor CPPsas the case may baor

(b) derogates from the application of@PPto electricity distribution
serviceghat are-

(i) 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 theEDBgrom which it was formedhave been completed

Upon the determination of &PFor an amalgamated&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=DBwill apply.

Following aramalgamation the Commissiormay not resesstartingprices for
specifiedservicedo take effect during the remainder of theegulatory period
applicable to the specified servicescept

(@) for the purpose of s 54K; or
(b) when making, upon application and in accordance with this claue®R
determination for the amalgamatedEDB
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(8) For the purpose adthisclause, 'specified services' meargulated goods or services
suppliedby the amalgamate@&DBthat, at the time of amalgamation, were subject to
aDPPor aCPP

SUBPART Mcrementalrolling incentive scheme

SECTION 1 Annual IRIS incentive adjustments

3.3.1 Calculation of annudRIS incentive adjustment as recoverable cost

(1) Anon-exempt EDBnust calculate atRIS incentive adjustmerfor eachdisclosure
year of eachregulatory period

(2 ¢KS WLwL{ AyOSYiA@S lIR2dzaAaGYSYyiQ A& GKS |Y
formulag

opex ircentive amount+ capex incentive amount

SECTION 2 Operating expenditure incentives

3.3.2 How to calculate opex incentive amounts

(1) Anopex incentive amounimust be calculated for eadatisclosure yeaof a
regulatory period subject to subclausél).
(2) ¢KS WwW2LBE Y D E&xlstidsurd y@aid ah amount equal to the sumf

(@) allamounts carried forwardnto that disclosure yeafrom adisclosure
yearin a precedingegulatory period and

(b) whereanadjustment to the opex incentives gplicable under clause
3.3.4(1)

(i) the amount calculated in accordance with the following formula for a
disclosure yeain the DPP regulatory period

Adjustment to the opex incentive

whereg

I is the number oflisclosure yearsn the DPPregulatory period

r  is thecostof debtapplying to theDPPor CPRNn question; and

y is the number oflisclosure yearpreceding thedisclosure yeain
guestion in theDPPregulatory period or

(i)  where subclause (3) applies].
8 C2NJ GKS LJzN1J2 &S 27F &dzo ©fbd dzaS 0 PoPHOHUV OOV O

(@) the firstdisclosure yeaof the DPP regulatory periogdor
(b) adisclosure yeain aDPP regulatory periodommencingprior to 1 April
2020.
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(4)

3.3.3
1)

(2)

3)

(4)
(5)

(6)

(7)

(8)

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 &PP

How to calculate the amount carried forward to subsequent disclogaegs

Ly WIEY2dzyd OF NNASR T2 NY ldbcRureyeania 6S OI f Odz
regulatory period subject to subclause (6).

¢CKS WIY2dzyid O NNX 8iselostrg yiiof adgulato geNdd i KS T A N&
including the firstdisclosure yeafollowing expiration of aCPPapplicable to theEDB

subject to subclause (5), is calculated in accordance with the fognula

forecast opexc actual opex
whereg
t meansthe disclosure yeain question.

¢CKS WIY2dzyi Ol NisdoSiie yehitRaNil nofthR fidst oF RSN |
disclosure yeapof aregulatory periodis calculated in accordance with the formgla

(forecast opex¢ actual opex) ¢ (forecast opex; ¢ actual opex,)

whereg

t means thedisclosure yeain question; and

t-1 means thedisclosure yeapreceding thedisclosure yeain question.

¢CKS WIY2dzyid O NN @sklosireyWant akeBuatory gefdisink. S € I &
Where anEDBis subject to PP determinatiorfor no more than one consecutive

disclosure yeaof the DPP regulatory period (0 KS WI Y2dzyd OF NNASR ¥
disclosure yeais nil.

Anamount carried forwardshall not be calculated:

(@) by Orion New Zealand Limited, for agigclosure yeacommencing prior
to 1 April 2019; and

(b) by any otherEDB for anydisclosure yeacommerting prior to 27
November 2014.

Eachamount carried forwardis notionally carried forward from theisclosure year

in respect of which it is calculated into each of the subsequeatis&osure years

WC2NB Ol &40 2LISEQS & dzo 2 SOfor adistlosdd yeatzd S& o0 o dm
(@) inaDPP regulatory perio@pplying 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
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specified by theCommisson for the relevantdisclosure yeain the DPP
determination for the purpose of calculating aspex incentive amount

(b) in aDPP regulatory perio@pplying to arEDBfor which the prices
applicable to theEDBwere the prices that applied at the end of the
precedingDPPregulatory periodor CPP regulatory periodhe amount
of forecastoperating expenditurespecified by theCommissiorin the
DPP determinatioror otherwise notified to theEDBby the Commission
or

(c) in aCPP regulatory periodpplying to arEDBthe amount offorecast
operating expenditurespecified by theCommissiorfor the relevant
disclosure yeain accordance with clause 5.3.2(6)(b).

9 Ww! Oldzk £ 2 LIS E pekating éostBllochtatizodistiiicity2dtribution
servicedfor the relevantdisclosure yeacalculated in accordance with Part 2.

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 unless thalisclosure yeain question is
also astarting price year
Standard case DPP
(2) For anEDBsubjecttotheDPEE  dzy'f S&da &dzo Of F dzaS ono | LILIX AS
2LISE Ay OSy A @S QicesdoktBeNctirenDRSregalatdryh@riadyed  LINJ
(@) determined by theCommissionin accordance with s 53P(3)(b) of tAet,
Ad Iy FY2dzyyid Sldat G2 GKS wolasS &SI N
accordance with clause 3.3.5; and
(b) the prices that applied at the enaf the precedinddPPregulatory 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 witltlause 3.3.5; and

roll-over adjustment ternmeans the amount calculated in
accordance with clause 3.3.6.

Standard case CPP
B) ¢KS Wi R2dzalGYSyld (2 HDRsShje@ tdJAPPuhlgs®ShtiaksedS Q T2
(5) or (6) applies, is calculated in accordawit® the formuleg

base year adjustment termbaseline adjustment term

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018) 96



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)

¢tKS Wk Re2dzaldYSyl

base year adjustment termroll-over adjustment tern¥ 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;

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 adjustnent term 2means the amount calculated in accordance with
clause 3.3.8(2); and

oneyear adjustment term 8reans the amount calculated in accordance with
clause 3.3.8(3).

Special case of a CPP following a single starting price year

()

Unless subclause (6)appf & > G KS WI R2dzaGYSYy lEDBB2 GKS
subject to aCPRwhen thedisclosure yeaimmediately preceding the current
regulatory periodwas astarting price yearis calculated in accordance with the
formulag

base year adjustment termbaseine adjustment term+one-year
adjustment term X oneyear adjustment term Z 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 accordance with
clause 3.3.7);
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oneyear adjustment term Ineans the amount calculated in accordance with
clause 3.3.8(1);

oneyear adjustment term PZneans the amount calculated in accordance with
clause 3.3.8(2); and

oneyear adjustment term 8eans theamount calculated in accordance with
clause 3.3.8(3).

Special case of a CPP following two consecutive starting price years

6) ¢KS Wl R2dzaliYSyi (2 HDRsGbje@ ta)APPwhehdhd yvd A JS Q
disclosure yearsmmediately preceding the curremegulatory periodwere each a
starting price yeayis calculated in accordance with the formula

baseline adjustment ternt one-year adjustment term 4 one-year
adjustment term 5 one-year adjustment term 6 one-year adjustment
term 7+oneyear adjustnent term 8+ oneyear 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 feans the amount calculated in accordance with
clause 3.3.9(4);

oneyear ajustment term 8neans 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 year adjustment term

(forecast opex,_, - actual opex,_,)— (forecast opex,_, -actual opex,_ )
1+ WACC)*

whereg

WACCmeans
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(i) inthe case of ®PRthe WACGas determined by th€ommission
and applicable to theDPP or

(i) in the case of &PRthe DPP WACEs determined by the
Commissiorand asapplicableto the CPPat the start ofthe9 5. Qa
current CPRegulatory 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.

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+WACE®)/WACC)
(1+HWACE
whereg

WACCmeans theWACGs determined by th€ommissiorand applicable to
theEDR)a O @MRRNB Yy U

t means the firstlisclosure yeapof the currentregulatory period and

t-2 means thedisclosure yeacommencing two years prior to the current
regulatory period

3.3.7 How to calculatehe baseline adjustment term applicable to CPP requlatory periods
(1) C2NJ GKS LJzN1lJ2&aSa 2F adzoOfl dzaS ododndold |y
calculated in accordance with the formgla

¢ (forecast opex; ¢ actual opex.)

((1-(1+WACGE®)/WACC)
(1+HWACE
whereg
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t-2 means thedisclosure yeacommencing two years prior to the current
regulatory period

WACCmeans theDPPWACGas determined by th€ommissiorandas
applicableto the CPFat the start ofthe 9 5 . cQreent CPP regulatory
period in accordance with clause 5.3.22.

(2) C2NJ GKS LJzN1J2&aSa 2F adzoOfl dzAaS ododndcOX |
accordance with the formula

¢ (forecast opex4 ¢ actual opex.)

X

((1-(1+WACE®)/WACC)

X

(1+HWACE

whereg

t-2 means thedisclosureyear commencing two years prior to the current

regulatory period

t-4  means thedisclosure yeacommencing four years prior to the current
regulatory period and

WACCmeans theDPPWACGas determined by th€ommissiorandas
applicableto the CPPRat the start ofthe 9 5 . creent CPP regulatory
period in accordance with clause 5.3.22.

3.3.8 How to calculate adjustment terms applicable to regulatory periods preceded by a
single starting price year

(1) ! onétyear adjustmentterm® A & OF £ Odzf I G Stihe fokmflagl OO 2 NR I y O€

(actual opex4 ¢ forecast opexy)

X

(1+HWACE
wherec

WACCmeans

() inthe case of ®PRthe WACGas determined by th€ommission
and applicable to theDPP or
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(i) in the case of &PRthe DPP WACEs determined by the
Commissiorand asapplicableto the CPPat the start ofthe9 5. Qa
current CPRegulatory periodin accordance witltlause 5.3.22;

t-2 means thedisclosure yeacommencing two years prior to the current
disclosure yearand

t-4  means thedisclosure yeacommencing four years prior to the current
disclosure year

(2) ! ordtyear adjustmentterm@ A& OF f Odzf G SR Ay ¢l OO2 NRI y O
(forecast opex; ¢ actual opexs) ¢ (forecast opex, ¢ actual opexs)
X
((1-(L+WACGE?*/WACC)
X
(1HWACE
whereg

WACCmeans

(i) inthe case of ®PRthe WACGas determined by th€ommission
and applicable to theDPP or

(i) in the case of &PRthe DPP WACEs determined by the
Commissiorand asapplicableto the CPPat the start ofthe9 5. Qa
current CPRegulatory period in 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) ! onéyear adjustment term Qs calculated in accordance with the formgla
(forecast opex. ¢ forecast opex,) / (1WACG'
wherec

WACCmeans

() inthe case of ®PRthe WACGas determined by th€ommission
and applicable to theDPP or

(i) inthe case of £PRthe DPP WACG@&sdetermined by the
Commissiorand asapplicableto the CPPat the start ofthe9 5. Qa
current CPRegulatory periodin accordance witltlause 5.3.22;
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t-2 means thedisclosure yeacommencing two years prior to the current
disclosure yearand

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 Odzf | wittStie fokmblagk OO0 2 NR Iy O ¢

(actual opexs ¢ forecast opexs)

X

(14WACE
whereg

WACCmeans theDPPWACGas determined by th€ommissiorandas
applicableto the CPPat the start ofthe 9 5 . cQreent CPP regulatory
period in accordance with clause 5.3;22

t-3 means thedisclosure yeacommencing three years prior to the
currentdisclosure yearand

t-5 means thedisclosure yeacommencing five years prior to the current
disclosure year

(2) ! onélyear adjustmentterm® A & OF f Odzf 6 SR Ay ¢ OO02 NRI y O

(actual opex4 ¢ forecast opexy)

X
(1HWACE
wherec

WACCmeans theDPPWACGas determined by th€ommissiorandas
applicableto the CPRat the start ofthe 9 5 . cQréent CPP regulatory
period in accordance with clause 5.3;22

t-2 means thedisclosureyear commencing two years prior to the current
disclosure yearand

t-4 means thedisclosure yeacommencing four years prior to the current
disclosure year

(3) ! onélyear adjustmentterm® A & OF f Odzf 6 SR Ay ¢ 002 NRI y O

(actual opexs ¢ adual opex.4)
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((1-(1+WACG*/WACC)
(14WACE
whereg

WACCmeans theDPPWACGas determined by th€ommissiorandas
applicableto the CPRat the start ofthe 9 5 . cQréent CPP regulatory
period in accordance with clause 5.3;22

t-4  means thedisclosureyear commencing four years prior to the current
disclosure yearand

t-5 means thedisclosure yeacommencing five years prior to the current
disclosure year

(4) ! onélyear adjustmentterm® A & OF f Odzft 6 SR Ay ¢ OO02 NRI y O

(actual opex4 ¢ actual opexs)

((1-(1+WACG*)/WACC)

(1+HWACE
whereg

WACCmeans theDPPWACGas determined by th€ommissiorandas
applicableto the CPPRat the start ofthe 9 5 . cOreent CPP regulatory
period in accordance with clause 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

(5) ! onéyear adjustmentterm® A & OF f Odzft 6 SR Ay ¢ OO0O2 NRI y OS¢
(actual opex.» ¢ actual opexs) / (1WACG
whereg
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WACCmeans theDPPWACGas determined by th€ommissiorandas
applicableto the CPRat the start ofthe 9 5 . cQréent CPP regulatory
period in accordance with clause 5.3;22

t-2 means thedisclosure yeacommencing two years prior to the current
disclosure yearand

t-3  means thedisclosure yeacommencing three years prior to the
currentdisclosure year

(6) ! onéyear adjustmentterm®@ A & OF £ Odzf  GSR Ay ¢l O0O2NRI y O
(forecast opexs ¢ forecast opexa)

X

(L/(1+AWACQ* + 1/(1WACE ¢ (1HWACE)
whereg

WACCmeans theDPPWACGas determined by th€ommissiorandas
applicableto the CPPRat the start ofthe 9 5 . cOreent CPP regulatory
period in accordance with clause 5.3;22

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 eadatisclosure yeaof aDPP
regulatory periodirrespective of whether th&DBin question is subject to @PFor a
DPPduring thatDPP regulatory periodsubject to subclause (3).

2) ¢KS WwWOI LISE A yoOeligclodu® Seaibc Y 2 dzy G Q

(@) the amount calculated in accordance with the following formula for a
disclosure yeain the DPP regulatory periodther than the first
disclosure yeat

(ca’p ex wash-up + retention adjustment

% (1 y+0.5
1—1 ) (1+7)

whereg

I is the number oflisclosure yearsn the DPP regulatory
period;

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018) 104



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-HBB HRAaAKY | Y2dzyd Slidzt G2 GKS LINBa
series ofbuilding block allowable revenue before tabor the precedinddPP

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 ofg

(b) for eachdisclosure yeaof the precedindPP regulatory periodch which
the EDBwas subject to ®PPR the forecast aggregate value of
commissioned assetdetermined by theCommissiorin respect of those
disclosure yearsand

(c) for eachdisclosure yeaof 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)

(@) the present value mudte determined by discounting theeries of
building block allowable revenue before tax to the end of the preceding
DPP regulatory periodising a discount rate equal to tMACCGapplied
by the Commissiorin setting prices for eactlisclosure yeafor the
relevantDPPor CPHnN the precedindPP regulatory period

(b) the series of building bloslallowable revenue before tax for each
disclosure yeanof the precedinddPPregulatory periodmustg
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(i) be calculated using the same methodology that was apdiethe
Commissiorin setting starting prices for thEDBfor the relevant
DPPor CPPR subject to subparagraphs (ii) and (iii);

(i)  for the purpose of subparagraph (i), adopt the sundepreciation
calculated under Part 2 in respect of ealibclosure yeafor assets
having acommissioning daten the precedinddPPregulatory
period; and

(i)  for the purpose of subparagraph (i), adopt the same values for all
other inputs to the calculation of building blacéllowable revenue
before tax; and

(c) wherethe series obuilding blocls allowable revenue before tax from
adopting the sum o¥alue of commissioned asseexceed theseries of
building block allowable revenue before tax from using the forecast
values of commissioned assets (as determined usindoitezast
aggregée value of commissioned assetsr eachdisclosure yeain
which theEDBwas subject to @PPand sum of thdorecast value of
commissioned assetfr eachdisclosure yeain which theEDBwas
subject to aCPP then the difference is a positive amountadpex wash
up; and

(d) wherethe series obuilding block allowable revenue before tax from
adopting the sum o¥alue of commissioned assets less than theseries
of building block allowable revenue before tax from using the forecast
value of commissionedssets (as determined using tfaecast
aggregate value of commissioned assé&bs eachdisclosure yeain
which theEDBwas subject to ®PPand sum of thdorecast value of
commissioned assetfr eachdisclosure yeain which theEDBwas
subject to aCPB then the difference is a negative amount of capex wash

up.

3.3.12 How to calculate the retention adjustment

(1) ¢KS WNBOSYyGA2y | R2dzalGYSyidQ AacgOl f Odz I 4GSR
(PV of forecast commissioned asset valyB¥ of actual commissionadset
values)x retention factor.

(2) Wt+ 2F F2NBOlFad O2YYAaaArz2ySR |ag§sSa ot dzSa

(@) the present value, as at the end of the precedDigP regulatory period
of the forecast aggregate value of commissioned assitseach
disclosure yeapof the precedindPP regulatory periodor which the
EDBwas subject to ®PP and

(b) the present value, as at the end of the precedidigP regulatory period
of the sum of thdorecast value of commissioned assdts each
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disclosure yeapof the precedingdPP regulatory periodor which the
EDBwas subject to £PP

B) Wt+ 2F | OlGdzr £ O2 YiXthaipiedest yahi® aslatitie Sritl ofthe £ dzS a Q
precedingDPP regulatory periodof thevalue of commissioned asseglculated in
accordance wh Part 2 for every asset that wasmmissionedduring the preceding
DPP regulatory period

SECTION 4 Pricequality path amendments and other events

3.3.13 Calculatinalternativeincentive adjustments ftbwing price-quality pathtransitions

(1) Where a pricequality pah is amended following

(a) acatastrophic event

(b) achange event

(c) anerrorevent, or

(d) provision offalse or misleading informatiorunder clause 4.5(1)a)v)

or 5.67(5),

the forecast opexandforecast aggregate value of commissioned assetguired to
be used by th&DBto 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 aCPRnust calculate thamount carried forwardfor each
disclosure yeapof the precedindPP regulatory perio@pplicable to theEDBusing
any alternativeforecast opexandforecast aggregate value of commissioned assets
specified by theCommissionn the CPP determination

(3) Following expiration of &PPapplicable to theEDB the EDBmust calculate the
amount carried forwardfor each remaininglisclosure yeaof the currentDPP
regulatory periodusing anyforecast opexandforecast aggregate value of
commissioned assetsotified by theCommissionunless theeEDBbecomes subject to
a newCPP

3.3.14 Calculating incentive adjustments for other events

Where anevent that i€

(&) anamalgamation

(b) a merger (as defined inRPP determinatio;

(c) amajor transaction or

(d) an alteration to Part 2 oiD determinationrequirements affecting the
guantification ofoperating costsallocated to electricity distribution
services oavalue of commissioned assgt
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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
opexincentive amountor capex incentive amounthat would otherwise have been
required to be calculated by theDBtheng

(g) theforecastopex and
(h) eitherg
(i) forecast aggregate value of commissioned assets

(i)  sum of theforecast value of commissioned assets

required to be used by th&DBto 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 appropiateg

(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 November 2014 is determined as the difference between
allowed controllable opexandactual controllable opex

(2) The incremental change fordisclosure yeaof a CPP regulatory periodommencing
prior to 27 November 2014dther than thefirst or finaldisclosure yeamust be
determined in accordance with the formula

(allowed controllable opex- actualcontrollable opex) - (allowed controllable
opex.1 - adual controllable opex,),

where-
t means thedisclosureyearin question; and
t1 means thedisclosureyear preceding thedisclosureyearin question.

(3) The incremental change for the findisclosure yeaof the CPP regulatory period
commencing prior t&7 November 2014 is treated as nil.
(4) The incremental adjustment term is determined

(@) inthenextdisclosure yeafollowing aCPP regulatory period
commencing prior to 27 November 2014; and
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(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 precedingCPP regulatory
period commencing prior to 27 November 2014; and

t-2 means the penultimatelisclosure yeaof the precedingdCPP
regulatory periodcommencing prior to 27 November 2014

(5) Inflation rate meanshe amount determined in accordance with the formula
[(CP] +CP4+CP{+CPJ) + CPI™ +CPy* +CP{* + CPJ™)] -1,
where-

CPl meansforecastCPlIfor IRIS transitional provisioffor the nth quarter
of the disclosure yeain question and

(ol =T meansforecastCPIfor IRIS transitional provisioffor the equivalent
quarterin the precedinglisclosure year

(6) For the purpose of clause 3.3.I5 W T 2 N#BrdRiSitransitiohalprovisioh Y S| y a
CP] unlessCPIdoes not apply to the quarter in questioim, which case it means the
most recentCPlextended by

(&) inthe case of a quarter for which a forecast of theaal percent change
in the headlineCPIcontained in the current Monetary Policy Statement
issued by the Reserve Bank of New Zealand has been made, that
forecast; and

(b) in respect of later quarters, a constant annual percent change equal to
the arithmetic men of the values forecast in the most recent four
guarters in respect of which a forecdsis been made 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 recais cost

(1) Each incremental change determined in accordance with claigsé&5and
incremental adjustment termis notionally carried forward, subject to clau3&.17,
from the disclosure yeain respect of which it is determined into each of the
subsequent Fisclosure yeardy applying thenflation rate.

(2) In each of thadisclosure yearsfter a CPP regulatory period to which an amount
has been carried pursuant to subclay4¢ a net balane must be determined by
addition of

(@) any incremental changes carried into thdisclosure yeafrom a
precedingCPRegulatory period and
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(b) anyincremental adjustment termcarried into thatdisclosure year

3.3.17 Calculating gains and losses aftaradastrophic event
Where

(a) a pricequality path is amended pursuant to claus® 8 by reason of a
catastrophic eventand

(b) incremental changes calculated in the remaindigclosure year®f 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 DEFAULTCRRAORY
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 assatscorsistent with the
value found after the application of claugel.l

SUBPART 2sset Valuation

4.2.1 RAB values and roll forward

(1) TotalopeningRAB value for disclosure yeameansthe sum of

(@) aggregateopening RAB value for existing asseslculatedunder
subclausd?); and

(b) aggregate opening RAB value for additional assedieulated under
subclaus€4) for thoseadditional assetsvhich have dorecast aggregate
value of commissioned assetietermined for a priodisclosire 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 Partfr 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 all assets
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 assetiepreciaton for
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) Aggreate closing RAB value for additional 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 assetsfor adisclosure yeafollowing 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-

() thebase 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 asset life for additional assptsaggregate opening
RAB value for additional assets

(3) For the purposef subclaus€2)
(@) ‘'remaining asset life for existing assets' fatisclosure yeameans

()  the value determined in accordance with the formula
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(b)

()

(d)

(e)

(ii)

aggregate openindRAB value for existing assefisr the base year +
total depreciationfor the base year

less the number oflisclosure yeargrom the base yeaito the
disclosure yeain question or

subject to subclausH(c) to (e), the value determinedh accordance
with the formulag

adjustment factor* (aggregate opening RAB value for existing
assetsfor the base year- total depreciationfor the base yeay

lessthe number ofdisclosure year$érom the base yeatto the
disclosure yeain question;

for the purposes okubclausg?2)(a), ¥emainingassetlife for additional
assets§ior adisclosure yeameans45 years less the number of
disclosure yeargrom the disclosure yeafor which theforecast
aggregate value of commissioned assébs the relevantadditional
assetsis determined to thedisclosure yeain question

the Commissionmay, subject to subclause (d), applyarerage
adjustment factoracross all assetsf not lower than 0.85, nor higher
than 1;

the EDBnhas, by notice in writing to th€ommessionprior to the
commencement of thdase yeac

()
(ii)

(iii)

proposed an adjustment factor to be applied by @iemmissiorof

not lower than 0.85, nor higher than 1,

explained why applying an adjustment factor of the level proposed in
subclause Jiwould be consistent with s 52A of thet;

described any consultation it has undertaken witterested persons

on the proposed adjustment factor and relevant, explained how it
has taken into accouranyissues raised; and

the Commissiorhas not preiously applied an adjustment factor under
this subclause

4.2 .3 Total revaluation

(1)
)

(@)

(b)

Totalrevaluationmeans the sum afevaluationfor existing assetaind additional
assetscalculated under subclaugg).

For thepurposeof subclaus€l), 'revaluation' means, subject to subclay8g in the
case of

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

additional assetsthe valuedetermined in accordance with the 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 CPlor DPP revaluatiorfor the quarter that coincides
with the end of thedisclosure yearand

CPJ*meansforecast CPlor DPP revaluatiorior the quarterthat
coincides with the end of the precedimigsclosure year

(4) For the purpose of subclause ($recast CPior DPP reviaationneans

(a) for a quarter prior to the quarter for which the vaniNdACGapplicable
to the relevantDPP regulatory periogvas determinedCPlasper
LI NI NI LK ol 0 27T excliddhg ady adjus@nerisSidey A G A 2
under paragraph (b) of th€PIdefinition arising as a result of an event
that occurs after the issue of the Monetary Policy Statement referred to
in paragraph (bbelow,

(b) for each later quarter for which a forecast of the change in headliRé
has been included in the Monetary RgliStatement last issued by the
Reserve Bank of New Zealand prior to the date for which the vanilla
WACGpplicable to the relevarDPP regulatoryperiod was determined,
the CPllast applying under paragraph (a) extended by the forecast
change; and

(c) 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 last of those years being equal to the targnidpoint for the change
in headlineCPIset 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 be treated as
income.

4.2 5Forecast aggregatealue 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 garin 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
subclaus3), regulatory taxable income lesslised tax losses.

For thepurposeof subclaus€?2), ‘regulatory taxable income' means, subject to
subclaus€4), the amount determined in accordance with the formula

regulatory profit / (loss) before tax regulatory taxadjustments

For thepurposeof subclaus€3), 'regulatory profit / (loss) before tax' is the amount
determined in accordance with the following 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) eachdisclosure yeathereafter,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 deductiblenterest

(2) For the purpose of subclaugt), '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 of subclause (Birortisation 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 subclausg@l)(b) 'dosing 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) Depreciationtemporary difference means, subject teubclausg?2), the amount
determined in accordance with the formula

adjusted depreciation tax depreciation
(2) For the purposef subclaus€l), '‘tax depreciation' for @isclosure yeameans, for

(a) the base yearthe 'taxdepreciation'determined in accordance with Part
2 for thatdisclosure yearand

(b) eachdisclosure yeathereafter, subject to subclaus@), determined in
accordance with the formuta

total openingregulatory tax asset value x average DV rate.
(3) Forthe purpose of subclaus@)

(a) ‘'total opening regulatoryax asset value' for disclosure 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 precedingdisclosure yeay

(b) ‘average DV rate' ithe 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' medns amount determined in
accordancewith the formula

total opening regulatory tax asset valugax depreciationt+ forecast
aggregate value of commissioned assets

SUBPART <£Lostof capital

4.4.1 Methodology for estimating theveighted averageost of capital

(1) TheCommissiorwill determinea mid-point estimate of vanillaWACE

(@) as of the firstousiness dayf the month 7 monthsprior to the start of
eachDPP regulatory period

(b) inrespect ofa5 year period

(c) no later than 6 months prior to thstart of eachDPP regulatory periogd
and
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(d) in accordance with the formuia
raL+re(1-L).
(2) The Commissionwill determinea midpoint estimate of postax WACQ;

(a) as of the firstousiness dayf the month 7 months prior to the start of
eachDPP regulatory period

(b) in respect of a 5 year period;

(c) no laterthan 6 months prior to the start of eadDPP regulatory periogd
and

(d) in accordance with the formula

rg (1-To)L+re (1-D).
(3) Inthis clause
L isleverage
rq is the cost of debt and is estimated in accordance with the formula
re+p +d;
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 therisk-free rate
p is theaveragedebt premium
d is the debt issuance costs;
T; is theaverageanvestor tax rate
i ¢ is theequity betg and
TAMRRSs thetax-adjusted market risk premium.
(4) For the purpose of this clause

(&) the averagenvestor tax ratethe average corporatéax rate the equity
beta, the debt issuance costs and the-&justed market risk premium
are the amounts specified in or determined in accordance with clause
4.4.2 and

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

4.4.2 FEixed WACC parameters

(1) Leverageis42%.

(2) Wverageinvestor tax rat€lsthe average of the investor tax ratésat, as at the date
that the estimation is madewyill apply toeach of thedisclosure yearsn the 5 year
period commencing on the first day of tiPPregulatory periodin question
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®3)

(4)

(5)
(6)
(7)

4.4.3

4.4.4
1)

(2)

For the purpose of subclau¢g), 'investor tax ratéis, for eachdisclosure yearthe
maximumprescribed investorate applicable at the start of thregulatory periodto
an individual who is

(@) resident in New Zealand; and
(b) aninvestor in anulti-rate PIE

Thelverage corporate tax rafésthe average of theorporate tax rateghat, as at

the date that the estimation is made, will apply during the 5 year period commencing

on the first day of théDPP regulatory perioth question.

Equity betaCls 0.60.

Weébt issuance costare 02%.

Wabadjusted market risk premiufis, for a 5 year period commencing on the first
day ofthe DPP regulatory period7.0%.

Methodology for estimatingisk-free rate

TheCommissionwill estimate arisk-free rae-

(a) as of the firstousiness dayf the month 7 monthsprior to the start of
eachDPP regulatory period

(b) inrespect of a 5 year period; and

(c) no later than 6 months prior to thetart of eachDPP regulatory period

by-

(d) obtaining, fornotional benchmarlNew 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
8 to 10 months prior tothe start of the DPP regulatory period

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

() calculating the unweighted arithmetic average of the daily annualised

interpolated bid yields to maturity.

Methodology for estimatingveragedebt premium

TheCommissiorwill determinean estimateof an amount for theaveragedebt
premium-

(a) for eachDPP regulatory periodand

(b) no later than 6 months prior to the start of eaBlPP regulatory period
Forthepurg S 2F adzo Of  dzA4S om0 X WI @SNI 3S
arithmetic average of the fivdebt premiumvalues estimated in accordance with
clause 2.4.4) for-

(@) the currentdebt premium reference yegrand
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(b) the four previoudebt premium reference years

(3) For thedebt premium reference yeaR017 or earlier, the followingebt premium
values apply
(@ 2013 =2.2%;
(b) 2014 =2.a%;
(c) 2015 =1.760;
(d) 2016 =1.5%; and
(e) 2017 = 1.5%.

4.45 Methodology for estimating thé7th percentileestimateof WACC
(1) TheCommissiorwill determinea 67" percentile estimate of vanill&/ACG

(@) for eachDPP regulatory periodand
(b) no later than 6 months prior to thetart of eachDPP regulatory period

(2) The Commission willeterminea 67" percentile estimate of postax WACG

(@) for eachDPPregulatory period and
(b) no later than 6 months prior to the start of eaEPP regulatory period

(3) For the purpossof subclausgl) or (2)
(@) the 67th percentilemust be determined in accordance with the formula
mid-point estimate of WACG 0.44C standard erroy

wherethe standard errorof the mid-point estimate of WAC®& 0.010%,
and

(b) the relevantmid-point estimate of WACGn accordance with clause
4.4.1() and (2)must be treated as the 50th percentile.

4.4.6 Publication of estimates

TheCommissiorwill publish all determinationand estimates that it is required to
make by thisubpart-

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

4.4.7 Application of cost of capital methodology

(1) Where theCommissiortakes into account the cost of capital in makinQRP
determination, the Commissiorwill use the67th percentileestimate of WACC
determinedin accordance with clause 4.4.5(1) amdst recently published in
accordance with clausé46.

(2) Term credit spred differential allowancefor adisclosure yeaand anEDBis the
maximum of nil and the amount determined in accordance with the formula
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axb-+c,
where-

ameans theterm credit spread differential allowancealculatedin
accordance with Part 2 for &baseyear,

b means thetotal opening RAB valuéor the disclosure yeain question
and

c means theaggregate opening RAB valtdier existing assets$or the base
year.

(3) Where aqualifying supplierdisclosesaterm credit spread differentiakallowance
purswant to anID determination the Commissionfor the purpose of assessing the
qualifying supplier'sprofitability pursuantto its powers relating to default priee
guality regulationin s 53P of thé\ct, will treat suchan allowanceas an expensm
the disclosure yeain respect ofwhichthat allowancewasdisclosed

SUBPART Teconsideration 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 timeBfPwas
determined; and

(d) in respect of which

(i) action required to rectify its adverse consequences cangot b
delayed until a futurgegulatory 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 in tBbéP; and

(iv) in respect of arEDBsubject to aDPR the cost of remediation net of
any insurance or compensatory entitlemeinas had or wilhave an
impact on the price path over thdisclosure year®f the DPP
remaining on and after the first date at whichr@mediation cost is
proposed to be or has been incurred, by an amount equivaleat to
least1% of the aggregatefbrecastnet allowable revenuefor the
disclosure year®f the DPPin which the cost was or will be incurred.
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4.5.2 Change event
Change event meags

(@) changeina; or

(b) anew,

legislative or regulatory requirement applying to BDBsubject to aDPPthe
effect of whiclg

(c) must take place during the curren¢gulatory period

(d) is not explicitly or implicitly provided for in tHePP and

either-

(e) necessitats ncurring additional reasonable costs in responding to the
change or new requirement that h&sd or will havean impact on the
price path of thedisclosure year®f the DPP regulatory perioch which
the change or new requirement applies of at least 1%hefaggregate
amount of theforecastnet allowable revenuefor the disclosure yearsn
which the net costs are or will be incurrear

() causesaninput methodologyto become incapable of being applied

4.5.3 Errorevent

(1) WONNRBNI SGSy i Q YSI palealydadir@cfdedircuimgtandedzo Of | dz& S
identified by theCommissiorwhere theDPPwas determinecr amendedbased on
an error, including where:

(a) incorrect data was used in setting the price pdtie qualitystandard or
guality incentive measure®r

(b) datawas incorrectly applied in setting the price patjuality standarg
or quality incentive measures

(2) For the purposes of subclause (1), an error relating to

(&) 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
aggregatdorecastnet allowable revenuefor the affecteddisclosure
yearsof the DPP and

(b) the metrics by which quality standards or quality incentive measares
specified in theDPPwill not constitute anerror eventunless it is an error
in the value of the metric.

4.5.4 Major transaction

Wa | 22 NJ (NI WS yGal Al 2 whebhir goaiting@iit ar 20f, where
consumersare acquired omo longersuppliedby the EDBandthat transaction

(@) has resulted in, or will result ithe acquisition of, or an agreement to
acquire, assets with a value which is equivalent to more than 10% of the
95. Q& 2 LISy AiytBedisclosure gehdf atzfiisition;

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018) 122



(b)

(€)

(d)

has resulted in, owill result in,the disposal of, or an agreement to
dispose of, assets of tHeEDBwith a value of more than 10% of the
opening RAB valu@ the disclosure yeaof disposal

has, or is likely to have, the effect of te®Bacquiring rights or interests
with a value which is equivalent to more than 10% ofdpening RAB
valuein thedisclosure yeanof acquisition; or

has, or is likely to have, the effect of te®Bincurring obligations or
liabilities or contingent liabilities, excluding loans or borrontogts in
respect of assets, with a value which is equivalent to more than 10% of
the opening RAB value the disclosure yeaof incurring the obligation

4.5.5 Proposal of qquality standard variation

(1) AnEDBmay proposea quality standard variationby submiting a quality standard
variation proposalto the Commissiorin writing.
(2) Thequality standard variationproposal must cotain the following information

(@)

(b)

(©)

(d)

(€)

different values of either or both ef

(i) the mean of SAIDI and SAKdip@and>saF

(i) the standard deiation of SAIDI and SAIFEapl Y Rarr
(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 accartce with the methodology
for calculating reliability limits as specified in tb®P determination
an explanatiorof the reasons for the proposeglality standard
variation;
anSy 3 A yrépbriaRthe extent towvhich thequality standard
variation better reflects the realistically achievable performance of the
EDBover theDPP regulatory periogbased on either or both ef

(i) statistical analysis of past SAIDI and SAIFI performance; and
(i) the level of investment provided for the forecast allowable
revenuein the DPP determination

demonstration of the estimated effect of the proposgdality sandard
variation by use of historic datand bycontrast with the quality
standards specified in thepplicableDPP determinationand
demonstrationof anyconsumer consultation undertakdsy the EDBin
respect of the proposeduality standard variation and the results of
that consutation.
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(3) Where theCommissiorconsiders that, for the purpose of making a decision on the
guality standard variationproposal @scribed in subclause (1) requires further
informationfrom the EDBin addition tothe proposal, the&Commissiormayrequest
this fromthe EDBby a date specified by theommissiorsuch that it is reasonable for
the EDBto comply.

(4) In assessing quality standard variationproposal, theCommissiorwill consider the
extent to which

(&) the proposedquality standard variationbetter reflects the realistically
achievable performance of tHeDBover the remainder of theegulatory
period;

(b) the EDBhas consulted wh consumerson its proposedjuality standard
variation; and

(c) the proposedquality standard variationis supported byonsumers

4.5.6 When pricequality paths may be reconsidered

(1) ADPPmay be reconsidered by theommissionf-

(@) the Commissiorconsidersor the EDBapplies to theCommissiorand
satisfies theCommissionthat-

() subject to subclause (2),catastrophic eventas occurred;
(i) achange eventas occurred;

(i) there has beeranerror event

(iv) amajor transactionhas occurred; or

(v) false or misleading informabn has been providedor

(b) the Commissiorreceivesa quality standard variationproposalfrom an
EDBand is satisfied that it complies with clause 8(3).

(2) For the purpose of subclause @){), 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 tiDB
the Commissiorwill only reconsider the quality standards of tB&P

(3) Forthe purpose ol dzo Of I dz&S oMU Ol VO QBUVE WFI A4S 2N YA,

(a) false or misleading information relating to the makmgamendingof a
DPP determinatiorhas been knowingty

(i) provided byan EDBor its agentdo the Commission or
(i) disclosed pursuant tthe Electricity Distribution (Information
Disclosure) Requirements 2008aw D determinatiory and
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(b) the Commissiorrelied on that information in makingr amendinga DPP
determination.

4.5.7 Amending pricaguality path after reconsideration

(1) Whereg after reconsiderig aDPR the Commissiordetermines that theDPPshould
be amended, th&Commissiormay amend either or both of the price path or the
guality standardsnd quality incentive measurepecified in theDPP determination
subject to thesubclause(2).

(2) TheCommssionwill not amend the

(&) price path more than is reasonably necessary to mitigate the effect of

(i) the catastrophic event

(i)  the change event

(ii) the error event;

(iv) the major transaction or

(v) the provision offalse or misleading information

on price; or

(b) quality standard®r quality incentive measurarore than are reasonably
necessary toeflect the/ 2 Y Y A a degigoyioQ aquality standard
variation, or mitigate the effectof-

(i)  the catastrophic event

(i) the change event

(ii) the error event;

(iv) the majortransaction or

(v) the provision offalse or misleading information

on quality.

SUBPART dreatment of periods that are not 12 month periods

4.6.1 Treatmentof periods that are not 12 month periods

Where thestart orend date of anydisclosure yeais not aligned with thestart or end
date of aDPPregulatory period the Commissiommayapplythe input
methodologiesmodifiedto the extent necessarp allowanyallowance, amount,
cost, sum or value for thatisclosure yeato be calculated or determined in a way
commensuratewith the change in the length of th@isclosure yeato a period other
than 12 months
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SUBPART Availability of Information

4.7.1 Availabilityof information

(1) WhereanEDBnas notdisclosedhe information necessary to calculasay
allowance, amount, cost, suor value referred tan this Parin accordance with Part
2 for abase yearor a laterdisclosure yearthen the information may instead be
determined by theCommissiorusing information disclosed by tieDBin accordance
with anID determination prior information disclosure requirements or a request for
information by theCommissiorunder s 53ZD of thAct.

(2) Any information determined in accordance with subcla(Bemust be determined in
accordance with Part 2 using such assumptions or modifications to the information
that are reasonably necessary in light of the nature of the calculation or
determination to be made and the information available.
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PART 5

INPUTMETHODOLOGIES 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 containingn all material respects, the
information specifiedin-

(@)
(b)

this subpart and
Subpart 4

5.1.2 Evidence of consumer consultation

For the purpose of clauge1.1(2)(a)inrespect ofconsumerconsultation the
specified information is

(@)
(b)
()
(d)

(e)

a description as to how theequirements of clausg.5.1were met;

a list of respondents to the consultation required by that clause;

a description of all issues raised digynsumersn response to th&€€PP
applicant'sintended CPP proposal;

a summary of the arguments raised in respeiceach issue described in
accordance witlparagraph(c), and

in respect of the issues described in accordance with paragi@pan
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

(1) Forthe purpose of clauge1.1(2)(a)inrespect of verification, the specified
information is

(@)
(b)

averification report;

any informationrelating to theCPP proposabther than information
requiredto be included in &PP proposaly Subpart 4provided to the
verifier by or on behalf of th€€PP applicantpursuant to clause
5.5.2(3ja)(c) and5.5.2(3je);

Examples: instructions as to how to interpret information provided to
the verifier; details as to the source tife information
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(c) any other information reliedipon by theverifier relating to theCPP
proposalpursuant to clause 5.5.2(3)(d); and

(d) subject to subclaus€), a certificate signed by theerifier stating that
the relevant parts of theCPP proposakere verified andverification
report was prepared in accordance wi8thedule G

(2) For the purpose o$ubclausg1)(d), the CPP applicanmust ensure that the
certificatedescribed irsubclaus€1)(d) relates toverification of the relevant parts of
the CPRoroposalas submitted to theaCommission

5.1.4 Auditand assurancesports

(1) For the purpose of clauge1.1(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 audir assurance engagement
undertaken of the matters specified alause5.5.3 stating

(@) the work done by theuditor;

(b) the scope and limitations of the audt assurance engagement

(c) the existence of any relationships (other than thatoiditor) which the
auditor has with, or any interests which treuditor has in, theCPP
applicantor any of its subsidiaries;

(d) whether theauditor obtained all information and explanations that he or
she required to undertake the auddr assurance engagemerand, if
not-

(i) details of the information and 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 respedf which the audibor
assurance engagemeniasundertaken.

(2) Areportin respectof an auditor assurance engagemeahndertaken other than
expressiyto meet the requirement®f clauses.5.3may be considered toomply with
subclausg1l)to the extent thatthe reportin respect of thabther audit or assurance
engagementully or partially meetshe requirements of claus®.5.3

(3) TheCPPapplicantmust ensure thateportsrequired by this clause relate to thePP
proposalas submitted to theCommission

(4) Fa the avoidance of doubt, the repatequired by this clause need notbe

(@) prepared in advance of theerifier undertaking verification of th€PP
proposalt nor
(b) provided to theverifier.

(5) If, notwithstanding subclaus@), a report prepared in accordancattvthis clause is
provided to theverifier, subclaus€3) continues to apply.
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5.1.5
(1)

()

5.1.6
(1)

)

3)

(4)

5.1.7
(1)

Certification

For the purpose of clauge1.1(2)(a)inrespect of certification, the specified
information isthe certificatesrecording the certifications specified clauses.5.4
For the avoidance of doubt, one physidalcumentmay contain more than onef
the certifications specifiedin clauses.5.4

Modification or exemption of CPP application requirements

TheCommissiomrmay approve a modification to, or exemption froemy
requirement set out im

(@) this subpart;

(b) Subpart 4;

(c) Subpart5; or

(d) schedules relating to subparts identified in paragraphs (a) to (c) above.

A modification or exemption may be approved where, in@@nmissio®a 2 LAY AZ2Y Z
the modification or exemption wilhot 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 on
the CPP proposal

When considang whether a modification or exemption is likely to detract, to an

extent that is more than minor, from the processes listed in subclauses-(2)(ahe
CommissiomayK I @S NBIFNR (G2 GKS aAl S 2F GKS a&adz
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

Process for obtaining a modification or exemption

At any time prior to providing th€ommissiorwith a CPP apptation, 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 approve a request 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 thEommissiorconsides 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 exemptions aegpproved; 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 modgation 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
applicanthas elected to pply in itsCPP 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 @ exemptians 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 théenput 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 for the purpose of th€ ommissiordetermining 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 expendituremeet
the expenditureobjective;

(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 CPPRoroposalis 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 revenue before taxor 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 tator the CPP regulatory periaod

will be determined

5.3.2 Building blocksllowable revenudyefore tax

(1) ‘Building blocks allowable revenue before @t eachdisclosure yeaof the next
periodis determined in accordance with the formula

(regulatory investment valuex cost of capitaktotal value of commissioned
assetsx (TRkca- 1) +term credit spread differential allowancex TF- total
revaluation) + (TFRey - corporate tax ratex TH

+ total depreciationx (1¢ corporate tax ratex TH
+forecast operating expenditure< TFx (L ¢ corporate tax rate
+ (closing deferred taxg openingdeferred tax) x (TF¢ 1)

+ (permanent differencest regulatory tax adjustments utilised tax losse} x
corporate tax ratex TF) + (TRey - corporate tax ratex TF,.

(2) Weygulatory 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 f @t dzS 2F O2YYAaaArz2ySF
relation to adisclosure yearthe sum ottlosing RAB value®sr allcommissioned
assets calculated in accordance with clabs®6(3)(b)

(4) For the purpose of subclaugt) ¢

(&) WKIs determined in accordance with tliermula-

(1 + cost of capita)-82%%

(b) Wk s determined in accordance with the formula

(1 + cost of capitaf-*3%>

(c) WHKcAls determined in accordance with the formula

PW,caXx (1+ cost of capitgl +total value of commissioned assgamnd

(d)  PWcAeans the sum of the present valueadbsing RAB valuder
commissionedassets calculated in accordance with clause 5.3.6(3)(b),
where each present value is determined by discounting edm$ing RAB
value by thecost of capitafrom the relevantcommissioning datd¢o the
commencement of the relevartisclosure year
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(5) For the purpose dthis clause'cost of capitdlhas themeanng specified in clause
5.3.2.
(6) Porecast operating expenditu@neans in relation to aCPP proposal

(a) that has not beerassessed by th€Eommissionthe amount ofoperating
expenditurefor the relevantdisclosure yeaincluded by theCPP
applicantin itsopex forecast or

(b) undergoing assessment ltlye Commissionthe amount ofoperating
expendituredeterminedfor the relevantdisclosure yeaby the
Commissiorafter assessment of the amount in paragra@hagainst the
expenditure objective

(7)  For the purpose of this clause, all values and amounts are expressed in nominal terms
unless otherwise specified

5.3.3 Building blocksllowable revenue after tax

(1) ‘Building blocksllowable revenue after tafds building blocksallowable revenue
before taxlessforecastregulatory tax allowance

(2) For the purpose of this clause, all values and amounts are expressed in nominal
terms.

5.3.4 Pricepath

(1) The present value of the series of valuesnaiximum allowable revenue after tax
must equal the present value of the seriesboilding blocks allowable revenue after
tax, adjusted for the presentalue ofanyclawback for theCPP regulatory periad
where present values are determined in accordance with subclé)se

(2) Insubclausé€l)

(&) the reference to clawback is a reference to clalback, determined by
the Commissiompursuant to $3V(2)(b), in the case ofGPP
determination made

(i) after deferral ofthe relevantCPP proposah 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 aatastrophic eventor

(i) as a result of aeconsideration of therice-quality pathin
accordance with clause 5.@1) and an amendment made to the
price-quality pathafter reconsideration under clause 5.¢1; and

(b) each reference to a series of values is a reference to the value
determined in respect of eacldisclosure yeaof the CPRegulatory
period.
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(3) For the purpose of subclaugt), the present value of each series must be
determined usinghe cost of capital as specified in clause 5.3.22
(4) For the avoidance of doubt, where cldvack is determined where

(@) subclausg2)(a)(iapplies, 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 tHeéPP determiation will come into
effect; and

(b) subclausd?2)(a)(ii)applies, 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 subparhe ¥haximum allowable revenue before t&bor the
first disclosure yeaof the CPP regulatory period the amount omaximum
allowable revenue before taxn thefirst disclosure yeaof the CPP regulatory
period required for subclausél)to be satisfied.

(6) Forthe purpose of this subparthe ¥haximum allowable revenue before t@or
eachdisclosure yeaof the CPP regulatory periodxcept the first must equal

MAR/_13 (1 +0CP)Y3 (1-X),
where-

MAR.1 is themaximum allowable revenue before ta the preceding
disclosure year

[OCPIs the CPHNflation rate; and
XisanyX factorapplying tothe EDB

(7) Wiaximum allowable revenue after t&ds maximum allowable revenue before tax
lessforecast regulatory tax allowance
(8) For the purpose of subclau$@), 'forecast regulatory tax allowance' means

(@) whereopening tax losseare nil in evendisclosure yeaof the next
period, forecast regulatory tax allowanceand

(b) in all other caseghe amount calculated in accordance with cla®sg.13
with the modification that the reference in clause3.13(4)o 'building
blocks allowable revenue before tax' is substituted Wittaximum
allowable revenue before tax

(9) W/ tnfiation ratemeansthe amount determined in accordance with the formula
[(CPi+CPj+CP{+CPJ) + CP{*+CPs* +CP§*+CPI™)] -1,
where-

CPl meansforecastCPlIfor the nth quarter of thedisclosure yeain question
and
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CP{*meansforecastCPIfor the equivalent quartein the precedinglisclosure
year.

SECTION 2 Costallocationand asset valuation

5.3.5 Allocating forecast values of operating costs not directly attributable

(1) Operating costdorecastin eachdisclosure yeanof the next periodmust,in the case
of anoperating costfor which disclosure pursuant to 4B dagermination has

(@) 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 aperatingcoststo
electricity distribution servicesarried out in respect of thenostrecent
disclosuremade forthe 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 applicatioms made or
(d) highly probable

operating costsattributable to electricity distribution servicesin respect of each
operating costnot directly attributable affected by the saldgs 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 valo¢ an asset in relation to

(@) thedisclosure yeaR01(Q is theinitial RAB valueand
(b) adisclosure yeathereatfter, is, where thalisclosure year

() followsadisclosure yeain respect of which disclosure pursuant to
an D determinationrelating to that asset has been madeath
asset's disclosedosing RAB value

(i) is thefirstdisclosure yeaof the next periodfor whichdisclosure
pursuant to anD determinationrelating tothat asset for the
precedingdisclosure yeahas not been madeajetermined in
accordance with subclaug2); or
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(ii) is any otherdisclosure yearthe closing RAB valufor the preceding
disclosure year

(2) For the purpose of subclaugg)(b)(ii) the opening RABalue of an assdb which
this subclause applies is determinas the value allocated telectricity distribution
servicesas a result ohpplyingclause2.1.1to its unallocated closing RAB valuder
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 acommissiorning datein that disclosure yeay
wherethe asset

(i) has beercommissionedoy the date theCPP applicatioims madejts
value of commissioned assgbr

(i) has not beercommissionedby the date theCPP applicatiois
made, itsforecastvalue of commissioned assgt

but onlyto the extent that the vale would be included in the closing RAB
valueconsistent with application of clausel.l; or

(c) thatis oris forecast to be disposed assetnil.

(4) For the purpose of subclau¢g), where a sale of the assets usedstapplyelectricity
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 applicatioins made; or
(d) highly probable

closing RAB value respect of eaclassetnot directly attributable affected by the
sale is determineas the value allocated telectricity distribution servicesas a result
of applyingclause2.1.1in respectof itsunallocated ¢osing RAB valuef the last
disclosure yeapof the assessment period

(5) The unallocated opening RAB vabfeany asset in relation to

(a) thedisclosure yeaR010,is theunallocatedinitial RAB value
(b) adisclosure yeathereatfter, is where thedisclosure year
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(i) follows adisclosure yeain respect of which disclosure pursuant t
an D determinationrelating to that asset has been made, that
asset's disclosednallocated closing RAB valuand

(i) is any otherdisclosure yearitsunallocatedclosing RAB valum the
precedingdisclosure year

(6) Unallocated closing RAB valoneans, irrelation to-

(@) an asset 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 valuaunallocated depreciationt+
unallocatedrevaluation; and

(c) any other asset

(i) that hasacommissionng datebetween the commencement ghe
disclosure yeain which theCPP applicatioms madeand the
application's submissigntsvalue of commissioned assgor

(i)  forecast tohave acommissionng date thereafter, itsforecastvalue
of commissioned asset

(7)  The total opening RAB value in relation to

(@) thedisclosure yeaR01(Q is the sum of alhitial RAB valuesand
(b) anydisclosure yeathereatfter, is the total closing RAB valuethe
precedingdisdosure year

(8) For the purpose of subclaug¢@), 'total closing RAB value' means, in relation to a
disclosure yearthe sum ofclosing RAB valudsr all assets

5.3.7 Depreciation

(1) Total depreciation means the sum of depreciation calculatecxisting CPP asset
under subclause (2)(a) and fadditional CPP assetsder subclause (2)(b).
(2) For the purpose of subclause {1)

(@) ‘HepreciatiorQin the case oéxisting CPRsseswith anopening RAB
value, isdetermined subject to subclausg)and clause$.3.6 andb.3.8
in accordance with the formula

[1 +remaining asset lifdor existingCPPRasset$ x opening RAB value

(b) WepreciatiorQin the case ofdditional CPPasses with anopening RAB
value, isdetermined subject tosubclausg3)andclauses 5.3.6 and.3.8
in accordance with the formuia
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[1 +remaining asset liféor additional assefisx opening RAB valuéor
additional CPP assets

(3) For the purpossof subclause(1) and (2)
(a) depreciationisnil in the case of

() land;and

(i) aneasementother than afixed life easement and

(ii) network sparein respect of the period before which depreciation for
the network sparein question commences und&AAP and

(b) in all other cases, wheithe asset'sphysicalasset lifeat the end of the
disclosure yeairs nit

() unallocated depreciation ithe asset'sunallocated opening RAB
value; and
(i) depreciation ighe asset'sopening RAB value

(4) For the purpose of subclause {2)

(@ WNBYIAYAY3 | &L8H a & hdaSor eadbdaséetxhe ( A y 3
value determined in accordaneeth the formula
opening RAB value depreciationfor the last year of theurrent period,
less the number odlisclosure yeargrom the last year of theurrent
period to the disclosure yeain question; and
) WNBYIFAYAYy3 |aasSia f radsSheass2tNie forRRA G A 2 Y | €
commissioned assetfor anasset categoryess the number odlisclosure
yearsfrom the disclosure yeain which the additional assets are forecast
to be commissioned.

5.3.8 Depreciation alternativedepreciationmethod

(1) Depreciationand, subject to claus®.3.9 unallocated depreciatiomay be
determinedin respect of &CPP regulatory periodsing aralternative depreciation
method, provided theCommissioris satisfied thathe resultof applying the
alternative depreciationmethod would better promotethe purpose of Part 4 than
the result ofapplyingthe standard depreciatiormethod.

(2) For the avoidance of doubt, subclaudg does not apply to the determination of
depreciationor unallocated depreciatiom the assessment period

5.3.9 Unallocated épreciation constraint

For the purposeof clause$.3.7and5.3.8 the sum ofunallocateddepreciationof
an asset calculated over igsset lifemay not exceed the sum -of

(@) allunallocatedrevaluationsapplying to that asset in alisclosureyears
and
(b) inthe case of an asset
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() intheinitial RAB its unallocatedinitial RAB valueand
(i)  notin theinitial RAB its value of commissioned assetr forecast
value of commissioned assgéas 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

(i) disposed assetor
(i) lost asset

unallocated revaluation and revaluation are nil.

(4) Revaluatiorrate means, in respect ofdisclosure yearthe amount determined in
accordance with the formuta

(CPy+CP[*) -1,
where-

CPJ meansforecast CPlor CPP revaluatioffior the quarter that coincides with
the end of thedisclosure yearand

CPJ*meansforecast CPfor CPP revaluatioffior the quarterthat coincides with
the end of theprecedingdisclosure year

(5) Forecast CRbr CPP revaluatiomeans, for the purpose of subclause (4), when
calculating theevaluation rate

(@) intheCPP regulatory pend and up to the end of th®PP regulatory
period, as forforecast CPI for DPP revaluatiom accordance with clause
4.2.3(4Ja), and

(b) for each later quarter for which a forecast of the change in headliRé
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
WACGQGpplicable to the relevanDPP regulatory periogvas determined,
the CPllast applying under paragraph (a) extid by the forecast
change; and
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(©)

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 lag of those years being equal to the target midpoint for the change
in headlineCPIset out in the Monetary Policy Statement referred to in
paragraph (b).

5.3.11 Forecast alue ofcommissiored assets

(1)

Porecast valuef commissiored asseQin relation to an assdbor whichcapital
expenditureis included in forecast capital expendituiiacludingan assetn respect
of whichcapital contributionsare orareforecast to be receivemr avested asset
meansthe forecast cost of thasset to arEDBdetermined by applyinGAAPto the
asset as on its forecasbmmissioning dateexcept thaf subject to subclausg?2)
and(3), the cost of

(@)

(b)

()
(d)

(e)

(f)

anintangible assetunless it is

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

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 historical reliability and number
of the assets it is held to replacer; o

(i)  whose cost is not treateds the cost of an asset und&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 tahe servicessuppliedby that otherregulated 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
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(g) an assebr assets, or components of assets, forecast t@bgiiredin a
related partytransaction and forecast to beommissionedduring any
disclosure yeanof the CPP regulatory periodther than assets to which
paragraphge)or (f) apply, isthe forecastcost specified in subclause (7)

(h) an asset in respect of whidapital contributionsare or are forecast to
be receivedwhere such contributionsre not taken into account when
applyingGAAR is the cost of the asset by applyi@G@\APreduced by the
amount of thecapital contributions

(i) avested assetn respect of which its fair valueas would betreated as
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

() for the purpose of subclause (a)@finance leaseexcludes the value of
any asset for which annual chargae® arecoverable cosunder clause
3.1.3(2)(c)

(2) Where anassetforecast to becommissioneds forecast to be used tsupplyeither
or both another regulated serviceand anunregulated serviceitsregulated service
asset valueéborne byregulated servicesin aggregate

(&) may not exceed the total value of the asset that would be allocated to
regulated servicesin aggregate, usgACAM and

(b) must be based only on forecast changes in BB 'dusinessof
supplying electricity distribution services

(3) When applyingsAAPfor the purposes of subclaug#), the cost of financings-

(&) 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

(b) calculatedusingarate not greater than thed 5 . f@ecast weighted
average of borrowing costs for each applicatlikclosure year

(4) For the purposes of subclause((, the Ybrecastweighted average of borrowing
O0z2adaqQ Aa ddcloseaxedusing principRd\sklit in GAAP taking into
account:

(@) the cost of financing rate is tHferecastweighted average of the costs
applicable to borrowings in respect chpexthat areforecast to be
outstanding during thelisclosure yeay

(b) the total costs applicable to borrowingsitstanding as used in
calculating the weighted average must include costs of borrowings made
or forecast to be madepecifically for the purpose of any particular

() capexprojects, or
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(©)

(d)

(e)

(f)

(¢))

(h)

(i)

(i) capexprogrammes and

the amount of borrowing cost®recast to becapitalised during the
disclosure yeamust not exceed the amount of borrowing coftsecast
to beincurred during thalisclosure year

wherea capital contributionis received by aikDB the relevant asset
will becomeworks under constructiorfor the pumposes of calculatig
the cost of financing

subject to subclause (i),capital contributionwill reduce thecostof
works under constructionfor the purpose of the calculation of the
finance cost, even if theesultingvalueof works under constructions
negative

subject to subclause (g),here the value ofworks under construction
will be negative in accordance with subclause (e cost of financing
for the period ending on thérecastcommissioning datewill be
negative

where the cost of financingn asset which i&orks under constructionis
negative under subclause (f), it will reduce foeecastvalueof the
relevantassetor assetdy that negative amount where such a reduction
is not otherwise made undeésAAP

for the purpose of subclausd)( works under constructiorincludes
assets that are forecast to lenhancedor acquired and

where the cost of financing ®recast to bederived as income in relation
to works underconstructionand is

(i) negative; and
(i) included in regulatory income undanID determination

it will not reduce theforecastvalueof the relevant asset or assets whesach
reductionwould not otherwisebe made undeiGAAP
(5) For the avoidance of doubt

(@)

(b)

revenue derived or forecast to be derivedrelation toworks under
construction that is not included in regulatory income under Hh
determination reduces the cost of an asset by the amount of the
revenue where such reduction is not otherwise made ur@&AP and
where expenditure on an assethich forms or is forecast to form part of
the cost of that asset undg€eAARSs incurred or forecast to be incurred
by anEDBafter that asset isommissionedor forecast to be
commissioned such expenditure is treated as relating to a separate
asset.

(6) Inthis clause, 'forecast capital expenditure' means, in relation@P& proposal
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(@) that has not been assessed by tiemmissionthe amount ofcapital
expenditurefor the relevantdisclosure yeaof the next periodincluded
by the CPP applicani its cagpexforecast and

(b) undergoing assessment by ti@®@mmissionthe amount ofcapital
expendituredetermined for the relevantlisclosure yeaof the next
period by the Commissiorafter assessment of the amount in paragraph
(a)against theexpenditure objective

(7)  Forthe purpose of paragrapf.3.11(1)(g)the forecastcostof anycommissioned
assets, or components of assgtsrecast to be acquired inralated party
transaction, must beset on the basis that

(@) the forecast cost of aommissionedasset or a component of a
commissionedasset forecast to be acquired in thelated party
transactionmust begiven avaluenot greater thanf that transactionhad
theterms d anl NJ¥€hgth transaction

(b) an objectiveand independent measure must be used in determining the
terms of anl NJ¥léhgth transactionfor the purpose of paragraph (a);
and

(c) for the purpose oparagraph (a)where aforecastcommissionedasset
or acompaent of acommissionedassetisforecast to beacquiredin the
related party transactionthe forecast valu¢hat will qualify for
recognition aghe forecast cost of aommissionedasset or a component
of acommissionedassetmustnot exceed thdorecast amount expected
to be chargedo the EDBby therelated party.

(8) For the purpose of subclausé)(a), arelated party transactionwill be treated as if it
had the terms of amrmQ-Eength transactionif the commissionedasset, or
componentof the commissionedasset forecast to beacquired from aelated party
is valued at thdorecastcostexpected to bencurred by therelated party, provided
that this would

(@) befair and reasonable to theDB and

(b) besubstantially the same amy sucHorecastcostexpected to be
incurred by therelated partyin providing the same type @issetto third
parties.

5.3.12 Works under construction

(1) Opening works under constructioneans, in respect of

(@) the firstdisclosure yeanof the next periodwhere that year i€onsecuive
to adisclosure yeain respect of which disclosure pursuant to l&n
determination-

() has not been made, initial works under construction; and
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(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 firgdisclosure yeaof the next period, closing
works under constructiorof the precedinglisclosure year

(2) For the purpose of subclaug#)(a)(i) ‘initial works under constructiormeans
expenditure incurred onvorks under constructionas of the first day of ta
disclosure yeain question,calculated in accordance with clause.11, modified in
that referencesn that clausdo "forecastcommissioning da¢" are substituted with
"forecast date that expenditure is incurred".

(3) dosing works under constructiasthe amountdetermined in accordance with the
formula-

opening works under constructior sum ofcapital expenditure- (sum ofvalue
of commissioned asets + 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 clausg.4.11)(ii).

SECTION 3 Treatment of taxation

5.3.13 Forecast equlatory tax allowance

(1) Forecast egulatory tax allowances, where forecastegulatory net taxable income
is-

(@) 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+ permanent differencest regulatory tax
adjustments

(4) Regulatory profit / (loss) before tax means the value determined inrdemice with
the formula
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building blocks allowable revenubefore tax- operatingexpenditure - total
depreciation

5.3.14 Tax losses

(1) Utilised tax losses meampening tax lossessubject to subclaus@).

(2) For the purpose of subclaugt), utilised tax losses may not exceezjulatory
taxable income

(3) Opening tax lossas relation to

(a) the firstdisclosure yeanf 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 qaclause(3)(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, larrent period taxossesis, whereregulatory taxable incomes-

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

5.3.15 Permanent differences

(1) Permanent differences is trmount determined in accordance with the formula

positive permanent differeces- discretionary discounts and customer rebates
negative permanent differences.

(2) For the purpose of subclaugt), ‘positive permanent differencésneans subject to
subclausg3), the sum of

(@) all amounts of income

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

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

(b) all amounts of expenditure or loss
() includedas amounts of expenditure or logsdetermining

regulatory profit / (loss) before taxand
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(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 paragrapta)(i)and paragrapt{a)(ii} or
(d) expenditure or loss under paragragi(i)and paragraplfb)(ii),

is a difference thais not-

(e) areversalor partialreversalof a difference for a priodisclosue year,
and
() forecast toreversein a subsequendisclosure year

(3) For the purpose of subclau$®), positive permanent differences excluckny
amounts that are

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

(4) For the purpose of subclaugg), 'negative permanent differencémeans subject to
subclausgb), 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'ssupply of electricity
distribution services and

(b) all amounts of expenditure or loss

(i) treated as deductions were th@ax rulesapplied to determine
income tax payable in respect ife 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) paragraph(@)(i)and paragraplfa)(iiy and
(d) paragaph(b)(i)and paragraptgb)(ii),

and such differenceare not

(e) thereversalof a difference in a priodisclosure yearand
() forecast toreversein a subsequendlisclosure year
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(5) For the purpose of subclau¢é), negative permanent differences exclsdny
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

() taxlossesand
(i)  subvention payment made or reived by anEDB

5.3.16 Reqgulatory tax adjustments

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

amortisation of initial differences in asset valiser amortisation of
revaluations- notional deductible interest

(2) For the purpose of subamlise(1), 'notional deductible interest' means the amount
determined in accordance with the formuya

(((regulatory investment value+r RAB proportionate investment leveragex
cost of deb) +term credit spread differential allowance

K 0 nosttof deb).

(3) Forthe purpose of subclaug®)x Ww! . LINBLR2NIA2Y LGS Ay@gSaidy
the proportionate valueof each asset forecast to mmmissionedess the sunof

the proportionate valueof eachdisposedasset
(4)  For the purpose of subclaugg)> WLINB L2 NI A2y -GS @1t dzSQ YSIy

(&) an asset forecast to beommissioned itsforecast value of
commissioned assemultiplied by the proportion of thatisclosure year
in question from the forecastommissioning dateo 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 transfer to the enaf that
disclosure yeaout of the wholedisclosure year

5.3.17 Amortisation of mitial differences in asset valge

(1) Amortisation of initial differences asset valugis, subject to subclaus@),
determined in accordance with the formula

opening unanortised initial differences in asset valuegpeningweighted
average remaining useful life oélevantassets.
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(2) For the purpose ofhis clause‘opening ummortisedinitial differences in asset
values means in respect of

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

(b) eachdisclosure yeathereafter, subject to subclausét), closing
unamortised infial differencein asset values for the precedjulisclosure
year.

(3) For the purpose of subclau¢2)(a) 'initial differences in asset valuawmeans, 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 LidzN1l}2asS 2F adzoOfl dzaS omM0O3EX W2LISYyAy
NEBf SOFyld aasSiaQ YSIya
g=a-b
where:

a=the 2010 weighted averagemaining asset lifeof assets included in the initial
RAB calculately usingnitial RAB valuesis weighings
p=disclosure yeatess 2010.
(5) For the purpose of subclausél) 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.

(6) For the purpose of subclaug2)(b) 'closing unamortised initial difference in asset
valuesis determined in accordance with the foula

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

5.3.18 Amortisation of revaluations

Amortisation of revaluations in relation to &DBfor adisclosure yeais calculated
in accordance with the formuta

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) 'dosing deferred tax's determined in
accordance with the formuta
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opening deferred taxttax effectof temporary differences tax effectof
amortisation of initial difference in asset valuesdefered tax balance relating
to assets acquired in thdisclosure yeain questiong deferred tax balance
relating to assets disposed of in tHisclosure yeam question+ cost allocation
adjustment

(3) For the purpose of subclau¢®), '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 consequentthe saleas
determined in accordance witimput methodologiesapplicable to theegulated
servicesthat the assets in question were usedgopply.

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

(a) 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 subclau¢®), ‘cost allocation adjustment’ means thax effect of
the dollar value difference between the change in the sumegllatorytax 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 thiaax asset valuen accordance
with clauses.3.21(1) and

(b) Qause2.1.1to the unallocatedclosingRAB valuewhere either or both
clauses.3.6(1)(b)(iland5.3.6(3)apply.

6) C2NJ GKS LJzN12&aS 2F &adzoOf F dzdaS 6HOX of!RSTFS NN
in thedisclosure yeain questio? Y Sl ya GKS FY2dzyd 2F RSTFSNJ
the assets disposed of by tliDBand, where that deferred tax balance is a deferred
tax liability, it musthavea negativevalue

5.3.20 Temporary differences

(1) Temporarydifferences istie amountdetermined in accordance 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 the purpose of subclau¢®) '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 subclae (1), 'positive temporary differencesheans the sum of
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(@) all amounts of income

() treated as taxable if théax ruleswere applied to determine income
tax payable in respect ¢he EDB'ssupplyof electricity distribution
services and

(i)  notincluded as amounts of income in determinmegulatory 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 deductionwere thetax rulesapplied to determine
income tax payable in respect ibfe 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 paragraptb)(ii),

and such differences

(e) are thereversalof a difference in a priodisclosure yearor
() are forecast taeversein a subsequendisclosure year

(5) For the purpose of subclaugg), 'negativetemporary differences’ means the sum-of
(@) all amounts of income

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

(i) not treated as taxable were thiax rulesapplied to determine
income tax payable in respect ibfe EDBs supplyof electricity
distribution services and

(b) all amounts of expenditure or loss

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

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

less any amount that idepreciation temporary differencs, if there are
differences between the values-in

(c) paragraph(@)(i)and paragraplfa)(iiy and
(d) paragraph(b)(i)and paragraptgb)(ii),
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and such differences

(e) are thereversalof a difference in a priodisclosure yearor
() are forecast taeversein a subsequendisclosure year

5.3.21 Requlatory tax asset value

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

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

(i) intheinitial RABwhere, in thedisclosure yea”010, 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 bypjalying thetax depreciation rules
to its notional tax asset value; and

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

(@) subclausg2)(a)(i) adjusted tax valueof the asset in thelisclosure year
2010 adjusted to account proportionately for the difference between
the-

()  sum of theunallocatedinitial RAB valuesand
(i) sum of theadjusted tax values

of all assets in thaitial RAB

(b) subclausd?2)(a)(ii) value after applying theax 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) subclausd?2)(a)(iii) value in respect of thdisclosure yeain which the
asset was acquired or transferred that

(i)  consistent with thetax rules and

(i) limited to itsvalue of commissioned assetr, if relevantcapital
contributions aretreated for tax purposes in accordamuvith
section CG 8 of the Income Tax Act 2007 (or subsequent equivalent
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(4)

provisions)Jimited to thevalue of commissioned assgius any
taxedcapital contributionsapplicable to the asset

For the purpose of subclaugg), result ofasset allocation ra' means, where an
asset or group of assets maintained under the rules

(@) 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 valuess the case may
be

unallocated opening RAB value sum ofunallocated opening RAB
values as the case may he

applying the formula in respect of the asset or smallest group of assets
maintained for the purpose dPart 2 Subpar that has a matching asset or
group of assets maintained under thex rules and

(b) 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)

(2)

Where theCommissiortakes into account the cost of capital in makinGRP
determination, the Commissiorwill use the67th percentileestimate of WACGhat
was used fothe DPPapplying at the start of th€PP regulatory perioth accordance
with clause 4.4.7(1).

Where there has been WACC changéhe cost of capital for th€PHs theDPP
WACGeferenced in clause 5.64)(a), which has effect in the remaining years of the
CPP regulatory periad

5.3.23 Methodology for estimating term credit spread differential

(1)

Werm credit spread differentiélls the amount determinedior aqualifying supplierin
accadance with the formula

(A+B)xCxD,
where-

(@) 'A'is the sum othe term credit spread differenceand debt issuance cost
re-adjustment
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(b) 'B'is the book value of thgualifying supplier'stotal interestbearing
debt as at thebalancedate of the supplier's financial statements audited
and published in thelisclosure yeain question relate;

(c) 'C'isleverage and

(d) 'D'is, in relation to thequalifying supplier the average of

(i) the sum ofopening RAB valuesnd
(i)  the sum ofclosingRAB values

(2) For the purpose of subclause (1)(a), 'debt issuance cestljiestment’ is the amount
determined in accordance with the formula

(0.01+ original tenor of thequalifying debt- 0.002 x book value in New
Zealand dollars of thqualifying debtat its dateof issue

which amount, for the avoidance of doubt, will be a negative number.

5.3.24 Term credit spread difference
(1) Werm credit spread differen€#s determined in accordance with the formula

TxU,
where-
(@) 'T'is the amount determined in accordance with tloerfiula:
0.00075x (original tenor of theualifying debtg 5);

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

(2) For the purpose of this clause, where thealifying debtis issued to aelated party,
‘originaltenor of 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.

5.3.25 Interpretation of terms relating to terneredit spread differential
(1) ‘Qualifying debfmeans a line of debt

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

(2) Wualifying suppli€@means aegulated suppliewhose debt portfolio, as at the date
of that supplier'smost recently published audited financial statements, has a
weighted average original tenor greater than 5 years.
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SECTION 5 Alternative methodologies with equivalent effect

5.3.26 Alternative methodologies with equivalent effect

(1) ACPP applicantin making &PPapplication, may 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 Sectior.

(2) TheCommissionin evaluatinga CPP 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.

(2) For the purpose of subclaugg), where aCPP proposas made in accordance with
provisions in PP determinatiorrelating to the submission &€PP proposals
response to &atastrophic evenithe information specified iclause5.4.3is not
required

5.4.2 Reasons for the propobka

A CPP proposahust containa-

(@) detailed description of th&€€ PP applicard rationale forseekinga CPP
and
(b) summary of the key 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 proposa) were the Commissiorto
exercise its prioritisation powers under s 53Z of Aut.

(2) For the purpose of subclaugg), aCPP applicantnustaddresshe prioritisation
criteriaspecified in paragraphs (b) and (c) &3Z(3 of the Act, viz-
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(@) 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 subclau$é).

(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 optimal timing 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

(a) explainthe current size oits businessand how the propose€PRvould
affect the size ofts businessand

(b) describeits revenue under thddPPandexplainhow its revenue under
the proposedCPRwvould differ, if at all,from that revenue

5.4.4 Durationof requlatory period

Where aCPP applicargeeks aCPFRof 3 years' or 4 gars' duration

(@) the duration of theCPPsought must be stated in théPP proposaklnd
(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 quality standard variation

Where aCPP applicargeeks aquality standard variationas part of 2&CPP proposal
the CPP proposahust contain the following information:

(a) different values of either or both ef

(i) the mean of SAIDI andh\&-1:>sap@and>saF

(i) the standard deviation of SAIDI and SAIEkpl Y Rsarr
(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
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to those which would beletermined in accordanceith the methodology
for calculating reliability limits specified in tiEPP determination

(b) an explanation of the reasons for the proposgehlity standard
variation;

(c) demonstrationof the extent to which theguality standard variation
better reflects the realistically achievable performance of Ei2Bover
the CPP regulatory periobased on either or both ef

(i) statistical analysief past SAIDI and SAIFI performgrened
(i) the level of inestment provided for in proposechaximum
allowable revenue before taxand

(d) demonstration of the estimateéffect of theproposedquality standard
variation by use of historic data, by contrast with the quality standards
specified in theDPP determination

SECTION 3 Price pathinformation

5.4.6
1)

(2)

5.4.7
1)

(2)

Interpretation

In thissection,the meanings of defined ternmthat are value®r amountsto be
determined by theCommissiorwhen making &PP determinatiorare modifiedto
mean the values or amounfgoposed by theCPP applicansubject toany other
provision to the contrary.

Any values and amounts usdxy aCPP applicanio determinethe quantumof
allowances, amounts, sums or valueguiredby this sectiormust be consistent with
other information provided in accordance withistpart.

Proposed building blocks allowable revenue

A CPP proposahust containamountsfor-

(@) building blocks allowable revenue before tder eachdisclosure yeaof
the next period;, and

(b) building blocks allowable revenue after tafor eachdisclosureyear of
the next period

Subject to subclause Y4aCPP proposahust containall data, information,
calculations and assumptions useddeterminethe amountsrequired by subclause
(1), including but not limited te

(a) forecasts of

() regulatory investmentvalue;

(i) total value of commissioned asselstermined in accordance with
clause5.3.2(3)

(i) total depreciation; and

(iv) total revaluation;
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(b) all data, information, calculations and assumptions used to derive
amounts or forecasts offycaP\caTF andTFe determined in
accordance with clause.3.2(4)

(c) forecast operating expenditurgand

(d) any proposederm credit spread differentiakallowance

(3)  All calculationsvaluesandamountsrequired by this clausmust be presentedn a
spreadsheet which

(a) 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-

(@) the information must be crosgeferenced in the text of th€PP proposal
document; and
(b) the spreadsheet(s) must

(i) providecrossreferences taany CPHRnformation requirementinput
methodologythat the spreadsheet satisfies

(i)  useterms and labelsconsistent with the terminology in thimput
methodologies

(i) identify and explain the source inpy&nd outputs of each
spreadsheet

(iv) produce all of the intermediate outputs, ast out inPart 5, Subpart
3 and Part 5, Subpart 4; and

(v) demonstrate links and interdependencibstween source inputs,
intermediate calculations and outputs.

5.4.8 Maximum Allowable Revenues

(1) ACPP proposahust containamountsfor-

(@) maximum allowable revenue before tafor eachdisclosure yeaof the
CPP regulatory perigdand

(b) maximum allowable revenue after takor eachdisclosure yeaof the
CPP regulatory periad

(2) For the purpose of subclausél)(a)and(1)(b) the CPP applicaninust-

(@) apply an X factor; and
(b) state the value of the X factor.
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®3)

(4)

(5)

(6)

For the purpose of subclaugg)the X factoristhat defined inthe CPP applicant's
DPP determinationsubject to subclausét).

For the purpose of subclaug8), adifferent X factoror factorsmay be usedprovided
that the CPPproposalcontainsan explanation and supporting evidence as to why
that would better meet the purpose of Padtof the Act.

All calculations and values required by this clamsestbe presentedn a spreadsheet
format which clearly demonstrates homwaximum allowable revenuebefore taxand
maximum allowable revenueafter tax for eachdisclosure yeaof the CPP regulatory
period have been derived frorbuilding blocks allowable revenue after taand the
variables in clausg.4.7.

For the purpose of subclau¢g), the spreadsheet must be provided in a format that

(@) showsclearly how the values required by subcla@$gwere derived in
accordance with the formulae specified in clauSes.2to 5.3.4 and

(b) where data has been computed or derived from other values on the
spreadsheet through the use of formulaeakesthe underlying formulae
accessible.

SECTION 4 Cost allocation information

5.4.9 Costallocation information

(1)

(2)

®3)

Where aCPP applicant

(&) makesallocaions ofoperating costsnot 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).

For the purpose of subclaugg), the informationis that specifiedn the applicable
tables inSchedule Bsubject to subclaus@), whichtables comprise

(i) Tablel: Allocation of asset valugs

(i) Table2: Report supporting allocations of asset values {pohlic)

(iif) Table 3 Allocation ofoperating costs

(iv) Table 4 Report supporting allocation of operating costs (@paoiblic)
and

(v) Table 5 Rationale for selecting proxy allocator

Subject to subclause (7 respect of

(a) operating costsot 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 irBchedule Csubject
to subclaus€4), which tables comprise

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018) 158



(4)

(5)

(6)

(7)

(c) Tablel: Revised allocation of regulated asset vajues

(d) Table 2 Report supporting revised allocations of asset values-(non
public)

(e) Table 3 Revised allocation of operating cqsasd

() Table 4 Report supporting revised allocation of operating costs-{non
public) and

(g) Table 5: Rationale for selecting proxy allocator

For the purpose of this clause

(&) the information specified in the tables of tleehedulegeferred to must
be provided on spreadsheets;

(b) where data has been computed or derived from other values on the
spreadsheet through the use of formulae, all underlying formulae must
be accessibte

(c) the information specified in Table 2 and Table 4 of Schedule B and Table
2 and Table 4 of Schedule C maypbavidedby way of norpublic
disclosure to theCommissionand

(d) the information in Schedule B must be provided

(i) for the disclosure yeaprior to submitting theCPP proposaf it has
not been disclosed in accordance with [@ndeterminatior; and

(i)  for the next periodwherea value in units in aallocator metrichas
beenchangel by at least 5%rom the value used in thdisclosure
yearreferred to in (i)

Wherethe CPP applicarhas used groxy cost allocatoto provide theinformation
specified insubclauses (2) dB), the CPP applicaninust explain irthe CPRoroposal
for eachproxy cost allocatoused

(@) whyacausal relationshigannot be establishedand
(b) the rationale forthe quantifiable measureisedfor that proxy cost
allocator.

Where theCPP applicanhas used @roxy asset allocatoto provide theinformation
specified insubclauses (2) or (3), tHgéPP applicanmust explain irthe CPP propoda
for eachproxy asset allocatoused

(@) whyacausal relationshigcannot be established; and
(b) the rationale forthe quantifiable measureisedfor that proxy aset
allocator.

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% of thanallocated closing RAB valder
the lastdisclosure yeaof the assessment period
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5.4.10 Certificationrequirements

(1)

)

®3)

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 servicesregulated under
Part 4 of the Commerce Ackrtify 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 the tables belowamely:

Table 4 of Schedule B / Table 5 of Schedule B / Table 3 of Schedule C / Table 4 of
Schedule {delete as appropriate]

Where,in relation toregulated service asset value® VABAAwvas appliedor the
purpose of thiclausein accordance wittsubpart 3 Sdmn 2, the 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

"I, [insert namé, director of [insert name of Supplier skrvicesregulated under
Part 4 of the Commerce Ackrtify that, having made all reasonable enquimy
beliefisthat having had regard to the attached informati¢imeing information
required byclause5.4.9(2) for the purpcse of thesupplier'sCPP proposal

(a) the attached information is accurate;

(b) the OVABAAwas applicablén accordance with claus21.2 and

(c) the followingunregulated servicesvould beunduly deterredhad
adjustments to allocationef regulated service assetalues(in
accordance with claus2.14) not been made][list relevantunregulated
service$."

Where in relation tooperating costgrovided in aCPP proposah accordance with
subclausé.4.8(1)and Schedule @he 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 gkrvicesregulated under
Part 4 of the Commerce Ackertify 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 OVABAAwvasapplicable in accordance with claugd.2 and
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(c) the followingunregulated servicesvould beunduly deterredhad
adjustments to allocations afperating costq in accordance with clause
2.14) not been madeflist relevantunregulated servicelg"

SECTION 5 Asset aluation information

5.4.11 RAB roll forward information

Foreachdisclosure yeayafter the last disclosure madender anlD determination
until the lastdisclosure yeaof the next period, provide values, in accordance with
Subpart 3 Section, 2or the-

(a) total opening RAB valuesand
(b) sum of eaclof 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.
(2) The sum oftlepreciation

(@) byeitherasset categoryr each type of assdbr which the proposed
method of determininglepreciation ighe standard depreciation
method; and

(b) for each type of asset wheithe proposed method of determining
depreciationis an alternative depreciationmethod.

(3) For each type of asset to which siduse(2)b)applies

(@) adescription of the type of asset;

(b) adescription of the proposedepreciation method;

(c) where the proposedssetlife is different to thephysical asset lifethe
proposedassetlife for the type of asset

(d) where the proposedasset lifefor the type of asseis different to the
physical asset lifethe proposedremaining asset life

(e) forecastdepreciationover theasst life for the type of asset, including
details of all assumptions made;

() forecastdepreciationover theassetlife for the type of asset determined
in accordance witlthe standard depreciation method

(g) evidence to demonstrate that the proposed depreciation method
including, where applicable, any proposasket lifedifferent to the
physical asset lifebetter meets the purpose of Part 4 of tiAetthanthe
standarddepreciationmethod; and

(h) a descriptionof any consultation undertaken wittonsumerson the
proposed depreciation method, including
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() the extent of anyconsumerdisagreement; and
(i) the EDB'sview in response.

(4) For each asset or type of asdet whicha differentphysical asset liféo the
standad physical asset lifés proposed

(@) adescription of the assets or types of asset;

(b) to whichclauses.2.8(1)(crnd2.2.8(1){()(v)apply, anengineer'sreport
addressing the suitability of the proposetiysicalasset life and

(c) any otherevidence todemonstrate that the requirements of clauge?.8
in respect of the particular type of asset are met

5.4.13 Revaluation information

(1) Foreachdisclosure yearafter the last disclosurenade underanID determination
until the lastdisclosure yeawf the next period, provide the following:

(&) sum ofopening RAB values

(b) forecastCPIlfor CPP revaluatioffior the last quarter of thelisclosure
year,

(c) forecastCPIfor CPP revaluatioffior the last quarter ofthe preceding
disclosure yearand

(d) revaluation rate

5.4.14 Commissined assets information

(1) Foreachdisclosure yearafter the last disclosure madender anlD determination
until the lastdisclosure yeaof the next period, providethe-

(@) sumofvalue ofcommissioned assat and
(b) sumof forecast value of commissionedssets

in respect of each of thiollowinggroups of assets:
(c) assets

(i) acquired or intended to be acquired fronrelated party; or
(i)  transferred from a part of th&DBthat suppliesunregulated
services

(d) assets

() acquiredor intended to be acquired froranotherregulated supplier
and used by thategulated supplierin the supplyof regulated
services or

(i) transferred or intended to be transferred frompart of the EDBthat
suppliesother regulated services

(e) network sparesand
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() all otherassetshaving acommissionng dateor forecast tohave a
commissionng datein that period

(2) Inrespect of each value providedancordance with subclaugé) provide-

(a) all data, information, calculations and assumptions used to détrivem
relevant data provided in theapex forecastand

(b) wherecapital contributionsare taken into account in any value disclosed
pursuant to subclausgl)

(i) the amount of sucltapital contributions, with respect to asset types
and quantities and
(i)  policies relevant to sucleapital contributions

(3) Inrespect of each asset to whishbclause(1)(c) 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 party, a
description of the relationship between tHeDBand thatperson

(4) Inrespect of the likely vendor efichasset to whichsubclause(1)(d) applies,
providet

(@) the name of the vendor;

(b) adescription of each asset likely to be acquired from that veraiud;

(c) the forecastclosing RAB valuef each asset in the vendorsgulatory
asset baséor the disclosure yeain which the acquisition ismitended

5.4.15 Asset disposals information

(1) Foreachdisclosure yearafter the last disclosure madender anlD determination,
until the lastdisclosure yeaof the next period, in respect of each of the following
groupsof assets

(@) assets likely to be

(i) sold to arelated party; or
(i)  transferred to another part of th&DB and

(b) all otherdisposed assets
provide the

(c) sum ofunallocatedopening RAB valuesand
(d) sum ofopening RAB values

(2) Inrespect of each assti whichthe values providedpursuant tosubclausel)
relate, providet
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(@) the name of therelevantpersonor other part of theEDB as the case
may be; and

(b) where the disposal is proposed to be toedated party, a description of
the relationship between th&DBand thatperson

5.4.16 Works under constructiomformation

Foreachdisclosure yeayafter the last disclosure madender anlD determination
until the lastdisclosure yeawf the next period, provide-

(&) opening works under construction

(b) sum ofcapital expenditure

(c) sum ofvalue ofcommissionedassetsbut onlyto the extent that values
are included irclosing RAB valuedisclosed pursuant to aid
determination;

(d) sum offorecastvalue ofcommissionedassetsbut onlyto the extent that
values are included in the sum dbsing RAB valugsrovided pursuant
to clauseb.4.11p)(ii); and

(e) sum ofclosing works under constructian

SECTION 6 Tax information
5.4.17 Interpretation
In thissection a term that is not emboldened but is defined for 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 thisectionfor each
disclosure yearafter the last disclosure madender anIlD determination until the
lastdisclosure yeanof 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 interesand thecost ofdebt assumptions relied upon in its
calculation

5.4.20 Tax losses information

(1) amount ofopening tax lossegif any) and particulars of how it was calculated

(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
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5.4.21 Permanent differences information

(1)
()
®3)

sum ofpositive permanent differences
sum ofnegative permanent differences
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)

()
®3)

opening unamortised balance of the initial differences in asset valuasdst
category

amortisation in respect of thdisclosure year

average weighted remaining useful life of the assets relevant to calculation of the
initial regulatory tax asset value

5.4.23 Amortisation of revaluations information

(1)
)
3)

(4)

unamortised balance akvaluationsto date

adjusted depreciation

average weighted remaining useful life of the assets used to determine the
amortisation of revaluations

particulars of how the average weighted remaining useful life was calculated

5.4.24 Deferred tax information

(1)
(2)

®3)
(4)

opening deferred ax

analysis of temporary differencesd other adjustmentdy nature that give rise to
opening deferred taxalue

closing deferred tax

reconciliation ofopening deferred taxo closing deferred tax by nature of temporary
differencesand other adjustments

5.4.25 Temporary differences information

(1)

)
®3)

description of the methodology and depreciation ratesasget categoryised to
determine the forecast tax depreciation

amounts and nature of other forecast temporary differences

particulars of the calculation of thax effect of temporary differences showing tax
rates used

5.4.26 Requlatory tax asset value information

(1)
(2)
@)
(4)

sum oftax asset valuesit the start of thedisclosure year

sum ofregulatory tax asset valueat the start of thedisclosure year
weighted average remaining tdike of assets employed

tax depreciation methodologgmployed
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(5) particulars of the calculation used to derive tregulatory tax asset valueat the
start of thedisclosure yeafrom thetax assetvaluesat the start of thedisclosure
year

(6) sum ofregulatorytax asset valuesit the end of thedisclosure year

(7) reconciliation between the sum oégulatory tax asset valueat the start of the
disclosure yeain accordance with subclause @)d the sum ofegulatory tax asset
valuesat the end of thedisclosure yar in accordance with subclause) @owing the
values of capital additions, disposals, tax depreciation and other asset adjustments
including cost allocation adjustments

SECTION 7 Costof capitalinformation

5.4.27 Information regarding WAC#&hd TCSD allowance

(1) ACPP prposalmust, subject to subclause (dilentify the67th percentileestimate
of WACQused for the purpose aflause5.4.7(1)

(2) For the purpose of subclaugg), the identified67th percentileestimate of WACGs
the applicable cost of capital specifieddlause 5.3.22.

(3) Where aterm credit spread differential allowancés proposegda CPP proposahust
containall data, information, calculationand assumptions used to determia@y
proposedterm credit spread differetial.

SECTION 8 Expenditure hformation

5.4.28 Capexopex, demandand network gqualitative information

The information specified iSchedule 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) ACPProposalmust containthe information specified in theegulatory templates
and that information must be

(@) in spreadsheet formatvhereby each item of data is linked betwealh
cellsto which it is relevantirrespective of whether such cells are on the
same or different tabsand

(b) providedin accordance witlthe instructionsspecifiedin clause5.4.3Q

(2) ‘Regulatory template@neans the tablescluded inSchedule Bamed

(a) Table 1Projects and programmes

(b) Table 2Capexsummary,

(c) Table 3:0Opexsummary;

(d) Table 4Capexrojectsand programmes,
(e) Table 5: Capex by asset categaries
(f)  Table6: Opexprojects and programmes;
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®3)

(4)

(g) Table7: Nonnetwork opex

(h) Table 8:Aggregate forecast commissioned assets by asset categories
(i) Table 9Cost escalabn facors, and

() Tablel0O: Network demand forecasts

Where data provided in accordance with subcla(ighas 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.

For the purpose of subclaugg), terms used in theegulatory templatesmust be
interpreted in the same way as those terms are defined for the purpoSxbédule

D.

5.4.30 Instructions for completion of the requlatory templates

(1)

(2)

®3)

(4)

()
(6)

(7)

Provide theinformation specified iMable 1: Projects and programmafsthe

regulatory templatesfor all projectsor programmesthat form part ofthe CPP

proposal

Provide the information specified ifable 2: Capex summany the regulatory
templatesusing the infomation providedin Table 4: Capex projects and programmes
of theregulatory templates where-

(@) the values inrable 2: Capex summamyust reconcile with the total
values inTable 4: Capex projects and programraad Table 8:
Aggregate forecast commissionadsets by asset categoriesthe
regulatory templates and

(b) the total forecast value of capex resulting in commissioned assets in
Table 2c of Schedule E must reconcile whthtotal value of
commissioned assets in Table 2d of Schedule E.

Provide the infomation inTable 3: Opex summaof the regulatory templatesusing
the information provided inrable 6: Opex projects and programnoéshe regulatory
templates.

Provide the information specified ifable 4Capex projects and programmasd
Table 6: Opexrpjects and programmesf the regulatory templatesfor eachproject
and for eactprogramme

Provide the information specified ifable 5: Capex by asset categoonéthe
regulatory templates

Provide the information specified ifable 7: Nometwork opeof the regulatory
templatesin respect ofsystem operation and network support opeandbusiness
support opex

Provide the information specified ifable8: Aggregate forecast commissioned assets
by asset categoriesf the regulatory templates
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(8) Provide the information specified ifable 9:Cost escalabn facborsof the regulatory
templatesfor eachof the costescalators used to convert real prices to nominal
prices

(9) Provide the information specified ifable D: Network demand forecastsf the
regulatory templates

(10) For the purpose of specifying the relevarapex categoryr opex categoryin
accordance with subclaugd), where expenditure within eacproject or programme
is relevant to more than oneapex categoryr opex category

(a) select thecapex categorpr opex categorythat is most relevant based
on the nature of the expenditure; or

(b) redefine theproject or programmeinto two or more newprojectsor
programmesand reallocate the expenditure so as to resolve the overlap.

SECTION 9 Information relevantto prices

5.4.31 Information on proposed new paghkrough costs

A CPP proposahustcontaindetails of any cost not specified in claigé.2(2)that is
sought tobe specified as a new paggough cost in accordance with clause
3.1.2(1)(b) including informatin on

(@) how the cost is likely to arise;

(b) who the cost would be payable to;

(c) how the cost would be calculated;

(d) any good or service thEDBwould receive in exchange; and
(e) how the cost meets the criteria specified in cladsi.2(3)

5.4.32 Information on poposed reoverable costrelating tocosts of making CPP
application
Where aCPP applicargeeks specification in theéPP 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 provide an opinion
on some aspect of thEPP proposah accordance with a requirement of this Part

(&) anydocumentmaking a public or limited circulation request for
proposals to carry out the work;

(b) the termsof 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

5.4.33 Demonstration that alternative methodologies have equivalent effect

(1) Where aCPP applicanaipplies alternative methodologies accordance with clause
5.326, it must provide:
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(@) 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 clause5.3.26(3).

(2) Paragraph (1)(d) may be satisfiby submitting a certificate signed by an senior
manager of theCPP applicansetting out thefactual basis on which he or she
believeseach alternative methodology complies with clalsg.26(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

(a) thatitintendsto make aCPP proposal

(b) of the expecteceffecton 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 thetended CPP proposalvhere theseare
directly associated with the rationale for seeking tBBP proposatvhich
arerequired to be disclosed under clause 5;4.2

(d) if itintends to proposdo includea quality standard variationunder
clause 5.4.5, why thproposedquality standard variatiorhas been
chosen over alternative quality standards

(e) where and how further information in respect of the intend€&P
proposalmaybe obtained;

()  of the process for making submissions to #@Bin respect of the
intended CPP proposahlnd

(g) of their opportunity to participate in the consultation process required of
the Commissiorby s 53T of théct after anyCPP proposas received
and considered@mpliant by theCommission

(2) For the purpose of subclaug#)(e), where further information is available in hard
copy only, the applicant must have ensured that any further information was readily
available for inspection dhe statedlocation.

(3) For the purpose of subclaugt), the CPP applicantnust

(@) provide all réevant information;
(b) provide information in a manner thggromotesconsumerengagement;
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(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 where 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 theO 2 Y & dzheISuisld ifterests;

(i) by including the information inonsumers2 NJ St SO0 NRA OA G & NE
bills; and/or

(iv) by placing advertisements in local newspapers.

5.5.2 Verification

(1) ACPP proposahust be verified by &erifier.
(2) Theverifier must be emaged in accordance withchedule F
(3) TheCPP applicaniustprovide theverifier with-

(@) the materials

(i) required by theverifier to verifythe 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 accordance wilehedule G

(c) uponthed S N duéstiiR informationdescribed in clause D10
pertaining toidentified programmesafter the verifier has notifiedthe
CPP applicantf its selection ofdentified programmes;

(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 in clausg&2)(d)and

(e) in advance of th&d S N Felecidwhiidentified programmes sunmary
information on the forecasprojectsandprogrammes in the format
specified inTable 1: Projects and programmafsthe regulatory
templates.

5.5.3 Auditand assurance

(1) ACPRapplicationmustinclude a reporby anauditor that stateswhether or not

(a) as far as appears from an examination of thgmaperrecords to enable
the compilation of information required b$ubpart zhave been kept by
the CPP applicant
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)

(b)

(€)

(d)

(e)

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
by the External Reporting Board in accordance witfumgtionsunder

the FinanciaReporting Act 2013 or any equivalestandardghat replace
these standards

in the case oforecastfinancial informatiorrelating 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 assurance engagement
standards issuetly the External Reporting Board in accordance with its
functionsunder theFinancial Reporting A20130r any equivalent

standards that replacthesestandardsor other appropriate standards

in the case of quantitativaistoricalinformation provided in

spreadsheets, thinformation isproperly compiled on the basis of the
relevant underlying sourceformation;and

in the case of quantitative forecast information provided in spreadsheets,
the information is properly compiled on the basis of relevant and
reasonable disclosed assumptions.

For the avoidance of doubt, theuditor must provide an opiilon as to whether

(@)

(b)

in respect obperating costsot directly attributable, the opex forecast
was provided by th€PP applicands specified in clause 5.3.5; and

in respect ofregulated service asset value®t directly attributable, the
forecast value otommissioned assetwere provided by th&CPP
applicantin accordance with clauge3.6(3)(b)and as specified in clause
5.3.11(2)(b).

5.5.4 Certification

(1)

(2)

In the case oéll information of aquantitative nature, other than forecast
information, provided in accordnce with thisPart, no fewer than Airectors of the
CPP applicamnustcertify in writing his or herbelief that

(@)

(b)

the information was derived and is provided in accordance with the
relevant requirements; and

it properly represents the results ahfindal ornon-financial operations
as the case may be

In the case of alhformation of aqualitativenature, other than forecast information,
provided in accordance with thiRart, no fewer than 2irectors of the CPP applicant
must certify in writing his or her belief that
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(@)

(b)

the information is provided in accordance with the relevant
requirements; and

it properly represents the events that occurred during therent
period.

(3) Inthe case of afbrecastinformation provided in accordance with tHfart, no fewer
than 2directors of the CPP applicamtnust certify in writing his or her belief that

(@)

(b)

the information was derived and is provided in accordance with the
relevant requirementsand
the assumptions made are reasonable

(4) No fewer than directors of the CPRapplicantmust certifyin writing-

(@)

(b)

()

(d)
(e)
(f)

(@)

(5) Where
(a)

(b)

that, to the best of his or her knowledge, tkerifier was engaged by the
CPP applicanin accordance wittschedule F

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 t&chedule F

that, to the best of his or her knowledge, the informatidascribedn
clauses.5.2(3)(ewas provided to theverifier in advance of theverifier's
selectionof identified programmes

a description of any information not provided to therifier following
the verifier's request;

reasons, which, in his or her opinion, justified any +poavision of such
information;

that, to the best of his or her knowledgthe-

(i)  matters theauditor wasengagedo auditincludedthe matters
specified in clausB.5.3 and

(i) auditor was instructed to report on at least the matters described in
clauseb.1.4 and

that the-
() audit report provided pursuant to claugel.4

(i)  verification report; and
(i) other certifications required by this clause,

all relate tothe sameCPPproposal

adirector has certified a matter of opinion in accordance with this
clause; and

his or her opinion has changed before tBemmissiors determination
of the CPHn question
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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.

SUBPART &atastrophic events and reconsideration of a customised price
quality path

5.6.1 Catastrophic event

Catastrophic evenmeans an event

(&) beyond the reasonable control die 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@RFor DPP
wasdetermined and
(d) in respect of which

(i) action required to rectify its adverse consequences cannot be
delayed until a futureegulatory periodwithout quality standards
being breached;

(i) remediation requires either or both ofapital expenditureor
operating expenditureduring theregulatory period

(i)  the full remediation costarenot provided for in theDPPor CPP
and

(iv) the cost of renediation net of any insurance or compensatory
entittementshas had or wilhave an impact on the price patver
the disclosure year®f the CPRemaining on and after thérst date
at whicharemediaion costis proposed to be or has been incurred
by an amountequivalent toat least1% of the aggregatefbrecast
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net allowable revenuefor the disclosure year®f the CPHn which
the cost war will be incurred

5.6.2 Change event
Change 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 current¢gulatory period

(d) is not explicitly or implicitly provided for in tHePP and

either-

(e) necessitats incurring additional reasonable costs in responding to the
change or new requirement that h&sd or will havean impact on the
price path of thedisclosure year®f the CPPregulatory periodin which
the change or new requirement applies of at least 1% of the aggregate
amount of theforecastnet allowable revenuefor the disclosure yearsn
which the net costs are or will be incurred; or

() causeaninput methodologyto become incapable of being applied

5.6.3 Errorevent

(1) WONNEBNI S@SyiQ YStyasx &adzoaSOi (G2 &dz Of | dza s
identified by theCommissiorwhere theCPPwas determined or amended based on
an error, including where:

(@) incorrect data wasised 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 purposes of subclause (1), an error relating to

(@) the price path will not constitute aarror eventunless theerror has an
impact on the price path of an amount equivalent to at least 1% of the
aggregatdorecastnet allowable revenuefor the affecteddisclosure
yearsof the PR, and

(b) the metrics by which quality standards or quality incentive measures are
specified in theCPPwill not constitute arerror eventunless it is an error
in the value of the metric.

5.6.4 Major transaction
Wa I 22 NJ (NI WS yGad Al 2 whebher goating@iioh ridty'where
consumersare acquiredor no longersuppliedby the EDBandthat transaction
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(@) has resulted in, or will result ithe acquisition of, or an agreement to
acquire, assets with a value which is equivalent to more than 10% of the
95. Q& 2ABS3fukiytBe disclosure yeaof acquisition;

(b) has resulted in, or will result ithe disposal of, or an agreement to
dispose of, assets of tHeEDBwith a value of more than 10% of the
opening RAB valu@ the disclosure yeaof disposal

(c) has, oris likly to have, the effect of th&DBacquiring rights or interests
with a value which is equivalent to more than 10% of ¢tipening RAB
valuein the disclosure yeanof acquisition; or

(d) has, oris likely to have, the effect of te®Bincurring obligations or
liabilities or contingent liabilities, excluding loans or borrowing costs in
respect of assets, with a value which is equivalent to more than 10% of
the opening RAB value the disclosure yeaof incurring the obligation

5.6.5 Contingent projects

(1) A contingent poject is a project that has been listed as a 'contingent project’ with an
associatedrigger eventin aCPP determination
(2) For the purpose of subclaugg), aproject may only be so listed if it isgoject-

(@) that the Commissiorconsiders

(i) isreasonably required ofraEDB; and
(i) is one whose associated assets are likely tadramissioned

during theCPPRegulatory period

(b) for which a commencement date cannot be forecast with an appropriate
degree of specificity by comparison with othfoposed projects; and

(c) in respect of which th€ommissiorconsiders that its requiredapexand
opex

(i) as disclosed in @PP proposaxceeds 10% of the value of tBEB's
annual revenue in the most recently completéidclosure yeain
respect of anlD determination; and

(i)  would be likely, when forecast with reasonable certainty, to meet
the expenditure objective

(3) Wrigger everfineans, subject to subclau$4), a condition or eventhat would
reasonably causerneE[Bto incur forecasbpexor forecastcapexof the nature and
extent required by an associatedntingent project

(4) For the purpose of subclau¢®), the condition or event must

(@) not be within the control of theeDB;
(b) be capable of being

(i) specifically defined; and
(i) objectively verified as having ocead; and

(c) be something the occurrence of which t@®mmissiorconsiders is
probable during theCPP regulatory periad
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(5) For the avoidance of doubt, theéommissiorhas discretion as to

(@) whether to list a project that satisfies subclau@as acontingent
projectin aCPP determinationand
(b) the selection and description tfigger events

5.6.6 Unforeseen projects

(1) Wnforeseen projed@neans groject or programme subject to subclaus@), that, in
respect of the services supplied by tBEBin question at theime thatE[B
submitted itsCPP proposawould have been unforeseeable to a prud&iiB.

(2) For the purpose of subclaugg), the total capex forecastand opex forecastof the
projectsor programmesproposed to theCommissiompursuant to claus®.6.7(8)
mustexceed 10% of the value of tliel) (aAnual revenuen the most recently
completeddisclosure yeain respect of anlD determination

5.6.7 When pricequality paths may be reconsidered

(1) The pricequality path may be reconsidered if

(@) the Commissiorconsiders; or
(b) the EDBIn question satisfiethe Commissionupon application,

that subclause(2), or (5) applies.
(2) This subclause applies if

(&) subject to subclaus€), acatastrophic eventhas occurred
(b) achange eventas occurred

(c) there has beernerror event;

(d) amajor transactionhasoccurred or

(e) there has been &/ACC change

(3) For the purpose of subclaug2)(a) where the costs to rectify the adverse
consequences of theatastrophic evenfare fully covered by

(@) the CPRe.g.through anoperational expenditureallowance for seff
insurance); or
(b) commercial insurance held by tiDB

the Commissionwill only reconsider the quality standards of tG&P
(4) For the purpose of subclaugg)(e),a WACC chandg®ccurs when

(@) a67" percentile estimate of WACBas been determined and published
in accordance with clause 4.4.6 for a nBWP regulatory periodand

(b) the newDPP regulatory periodommences within the currer@PP
regulatory period

(5) This subclause applies if

(a) false or misleading information relating the makingor amendingof a
CPP determinatiorinas been knowingty
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(i) provided byan EDBany of its agentsr averifier to the
Commissionor
(i) disclosed pursuant to aiib determinatiory and

(b) the Commissiorrelied on that information in making @PP
determination.

(6) The pricequality path may be reconsidered by t®mmissionf an E[B satisfies it,
upon application, that

(@) atrigger eventhas occurredind the information set out isubclaus€?)
has been provided to th€Eommissionor
(b) anunforeseen project

() has commencednd theinformation set out irsutclause (§ has
been provided to theCommission or

(i)  iscommitted during the currentCPP regulatory periodnd the
information set out irsubclause(8) has been provided to the
Commission

(7) TheCommissiomeednot consider an application under subclaysga)unless the
EDB has provided it with

(&) awritten statement from no fewer than 2 of telB'sdirectors
certifying
(i) that thetrigger eventhas occurred,

(i)  full particulars of the occurrence; and
(i) the dateor dateson which it occurred,;

(b) detailed cost information relating to proposed expenditure on the
contingent projectfor its duration; and

(c) any other informatiorof relevarce to thecontingent projectrequired by
the Commission

(8) TheCommissiomeed not consider an application under subcla(®¢b)unless the
EDB has provided it with

(@) information demonstrating that thgroject or programmeis an
unforeseen project

(b) detailed cost information relating to proposed expenditure on the
unforeseen prgect for its duration; and

(c) any other informatiorof relevance to e unforeseen projectrequired
by the Commission

5.6.8 Amending pricequality path after reconsideration

(1) Where after reconsidering &PRthe Commissiordetermines thatthe CPPshould
be amendel, the Commissiommay amend either or both of the price path or the
guality standardsnd quality incentive measurepecified in theCPP determination
subject tosubclause(3).

(2) In determining the extent of any amendment to the price path, @@mmissiormust
take into account thexpenditure objective
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(3) TheCommissiommust not amend the

(@) price path more than is reasonably necessary to take account of the
change in costeet of any insurance or compensatory entitlemerasd

(b) quality standardsr quality ircentive measuremore than are reasonably
necessary toeflect the/ 2 Y Y A a degigoyf 6hamuality standard
variation or mitigate the effect of

(i) the catastrophic event

(i)  the change event

(i) the error event,

(iv) the major transaction

(v) the provision offalseor misleading information
(vi) the contingent project

(vii) the unforeseen projector

(viil) the WACC change

as the case may be.
(4) Where theCommission'seconsideration of the pricguality path was

(a) triggered by acatastrophic eventin determining the extent of the
amendment to the pricequality path, theCommissiorwill consider the
extent to whichan EDBhas demonstrated that it has reviewed d¢apital
expenditureandoperating expenditureplans for the remainder of the
regulatory periodand made such substitutions as is possible without
adversely affecting its ability to meet its quality standards

(b) pursuant to the occurrence of amforeseen project

(i) the Commissiomeed not amend th&€PRunless the amount of
requiredcapexand opexdetermined by theCommissiorexceeds
10% of the value of thED C(aanual revenuen the relevant
disclosure yeafor the purpose of claus.6.6(2);

(i) any such amendment may not take effect until tiisclosure yeain
which assets constructed as part of the relevanforeseen project
are forecast to beommissioned and

(c) pursuant to the occurrence oftaigger event any amendment to the
CPHmay not take effect until thelisclosure yeain which assets
constructed a part of the relevantontingent projectare forecast to be
commissioned
(5) Where theCommission'seconsideration of the pricguality path was triggered by a
WACC changehe Commissiorwill for the remainingdisclosureyearsof the CPP
regulatory periodafter the WACC change

(a) determine theseries ofmaximum allowable revenue after tain
accordance with clause 5.34(@nd determine any consequential
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changes to thdorecastnet allowable revenuefor the remaining
disclosure year®fthe CPP regulatory perigdand
(b) for the purpose ofa),use

(i)  the building blocks allowable revenue before tacalculated in
accordance with clause 5.3.2(1);

(i)  the revisedWACUOn clause 5.3.22(2), including where tWACds
used for present value calculatigrand for timing factors in clause
5.3.2(4)

(i) the forecast CPlor DPP revaluatiorior the new DPP regulatory
period referred o in clause 5.6(4)(), to calculate a revised
revaluation ratein accordance with the method in clause 5.3.10(4);

(iv) the cost ofdebt for the new DPP regulatory periodeferred to in
clause 5.6./)(), to calculate a revised notional deductible interest
as specified in clause 5.3.16(2);

(v) subject to (ii) to (iv)the same input values as applied by the
Commissiorin initially deternmining the CPFor all other nput values
in the calculation obuilding blocks allowableevenue before tax
and

(vi) arevisedorecastregulatorytaxable incomeo apply the changem
building blocks allowable revenue before taesulting from (i) to
(i) in a revisedorecast regulatory tax allowance

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (Consolidated April 2018) 179



SCHEDULE A STANDARD PHYSICABRRELIVES

Table A.1StandardPhysicalAsset Lives foEDB

TYPE OF ASSET STANDARD
PHYSICAASSET
LIFE (YEARS)

SUBTRANSMISSION

66kV, 50kV an@3 kVLines:

Concrete pole 60

Woodpole 45

66kV, 50kV and 33 KVables:

XLPHnstalled prior to 1985 45
XLPHnstalled inor after 1985 55
PILC 70
Gas cables 70
Fluidfilled cables 60
Pilot / CommunicationsifCuits 45
Subtransmissiorisolation 35
SubtransmissiorSurgeArresters (3 phase set) 35

ZONE SUBSTATIONS

Land -

Site Development and Buildings 70
Transformers 45
66/50/33/22/11 kV Indoor Switchgear Cubicle 45
66/50/33 kV Bus Section/Coupler Indoor Switchgear 45
66/50/33/22/11 kV Outdoor Circuit Breakers 40
Outdoor Switchgear 40
Circuit/Transformer/Feeder/Bus Section/Coupler 40

Protection & Controls Analog/Electromechaical
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TYPE OF ASSET STANDARD
PHYSICAASSET
LIFE (YEARS)

Circuit/Transformer/Feeder/Bus Section/Coupler 20
Protection & Controls Digital

Outdoor Structure (if not included in categatyove)

Concrete pole 60
Wood pole 45
Ripple Injection Plant 20
DC Supplies, Batteries and Inverters 20
Other Items 40

DISTRIBUTION LINES

22/11 RV O/H, single phase or SWER lines

Concrete pole 60

Wood pole 45

DISTRIBUTION CABLES

22/11 kVCables:

XLPHnstalled prior to 1985 45
XLPE installed in or after 1985 55
PILC 70
DISTRIBUTION SWITCHGEAR

22 / 11 kV Disconnector 3ph, 2ph (Excl Pole) 35
22 / 11 kV Load Break Switch (Excl Pole) 35
22 / 11 kV Dropout Fuse 3ph, 2ph (Excl Pole) 35
22 / 11 kV Sectionaliser (Excl Pole) 40
22 / 11 kV Recloser (Excl Pole) 40
Voltage Regulator 55
Ring Main Unit, 3 Way 40
Extra Oil Switch 40
Extra Fuse Switch 40
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TYPE OF ASSET STANDARD
PHYSICAASSET
LIFE (YEARS)

DISTRIBUTION TRANSFORMERS

Pole Mounted Single/Two Phase, 22/0.4 and 11/0.4 45
BushingTerminations (up to and including 100 kVA)

Pole Mounted, Three Phase, Bushing Terminations 45
0.4 kV and 11/ 0.4 kV (up to and including 500 kVA

Ground Mounted, 22/0.4 and 11/0.4 kV, Cable Entry 45
(100 kVA to 1,500 kVA)

DISTRIBUTIOSUBSTATIONS 45
LV LINES

Concrete pole 60
Wood pole 45
LV CABLES

XLP®r PVQnstalled prior to 1985 45
XLPE or PVC installed in or after 1985 55
PILC 70
Link Pillars 45
LV Overhead / Undergrour@ustomer Service 45

Connections

Load ControRelays 30

OTHER SYSTEM FIXED ASSETS

SCADA and Comms (Central Faciléret/ or wider 15
Network Communications Equipment)
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Table A.2: Asselives or CPRrommissioned assets

Asset category Asset lifefor CPP
commissioned asset
a. Subtransmissiofines 55
b. Subtransmission cables 55
c. Zone substations 45
d. Distribution and LV lines 60
e. Distribution and LV cables 55
f. Distribution substations and transformers 45
g. Distribution switchgear 40
h. Other network assets 25
i. Nonnetwork assets 15
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SCHEDULE B COST ALLOCATION IRMATION

Table 1: Allocation o&sset values

For year ended:
Table 1: Allocation of asset values
Value allocated
($000s)

Electricity distribution
services

Subtransmission lines
Directly attributable
Not directly attributable
Total attributable to regulated service C
Subtransmission cables
Directly attributable
Not directly attributable
Total attributable to regulated service q
Zone substations
Directly attributable
Not directly attributable
Total attributable to regulated service [
Distribution and LV lines
Directly attributable
Not directly attributable
Total attributable to regulated service S
Distribution and LV cables
Directly attributable
Not directly attributable
Total attributable to regulated service G
Distribution substations and transformers
Directly attributable
Not directly attributable
Total attributable to regulated service C
Distribution switchgear
Directly attributable
Not directly attributable
Total attributable to regulated service q
Other network assets
Directly attributable
Not directly attributable
Total attributable to regulated service [
Non-network assets
Directly attributable
Not directly attributable

Total attributable to regulated service [
Regulated service asset value directly attributable [
Regulated service asset value not directly attributable G
Total closing RAB value [

3106511 Electricity Distribution Services Input Methodologies Determination 2012 (ConsoAqlaiiet18)

184



Table 2:Report supporting allocations adisset values (noipublic)

Table 2: Report supporting allocations of asset values (non-public)

For year ended:

Allocator Metric (%)

Value allocated ($000)
N

Non- jon- OvABAA|
|Asset description Allocation Electricity | electricity | Arm's | Electricity | electricity allocation
methodology Allocator |distribution |distribution | length | distribution increase
type | Allocator | _type rvices | services |deduction| services | services | Total | (s000)
lines
Insert asset description e.g. ABAA [Allocator JSelecton: ]
Insert asset description e.g. ABAA |Allocator §Selecton: ,
Insert asset description e.g. ABAA |Allocator JSelect on: l
Insert asset description eg. ABAA |Allocator {Selecton: g

Subtotal not directly attributable

cables

Insert asset description e.g. ABAA [Allocator JiSelect on: ]

Insert asset description e.g. ABAA |Allocator {Selecton: l

Insert asset description e.g. ABAA |Allocator {Select on: |

Insertasset description e.g. ABAA |Allocator {Selecton: ]

Subtotal not directly attributable l l l l
Zone substations

Insert asset description e.g. ABAA [Allocator JSelect on: ]

Insert asset description eg. ABAA [Allocator fSelect on: l

Insert asset description .. ABAA |Allocator *_se\ecl on ]

Insert asset description e.g. ABAA [Allocator fselect on: i

Subtotal not directly attributable l ] l }
Di ion and LV lines

Insert asset description e.g. ABAA [Allocator JSelect on ]

Insert asset description e ABAA |Allocator i_se\ecl on ]

Insert asset description e.g. ABAA [Allocator JSelect on: |

Insert asset description e.g. ABAA |Alocator {Select on: ]

Subtotal not directly attributable f B p g
Di ion and LV cables

Insert asset description e.g. ABAA [Allocator Select on: ]

Insert asset description e.g. ABAA [Allocator §Select on |

Insert asset description e ABAA /\Hnnamr*_ lecton ]

Insert asset description eg. ABAA [Allocator fselect on: i

Subtotal not directly attributable ] i i i
D substations and transformers

Insert asset description e.g. ABAA [Allocator JiSelect ont g

Insert asset description e.g. ABAA |Allocator {Select on: ]

Insert asset description e.g. ABAA |Allocator §Select ont g

Insert asset description e.g. ABAA [Allocator {Select on: ]

Subtotal not directly attributable l g g g
.

Insert asset description e.g. ABAA [Allocator JSelect ont ]

Insert asset description e.g. ABAA |Allocator {Select ont l

Insert asset description e.g. ABAA [Allocator §Select ont i

Insertasset description e.g. ABAA |Allocator {Select ont |

Subtotal not directly attributable i i i g
Other network assets

Insert asset description e.g. ABAA [Allocator JSelect ont ]

insertasset description e.9. ABAA |Alocator {Select on: |

Insert asset description e.g. ABAA [Allocator §Select ont i

Insert asset description e.g. ABAA |Allocator {Selecton: g

Subtotal not directly attributable ] g B g
Non-network assets

Insert asset description e.g. ABAA [Allocator JiSelect ont ]

insertasset description eg. ABAA |Allocator {Select on: h

Insert asset description e.g. ABAA [Allocator §Select ont i

insertasset description e.g. ABAA [Allocator {Select on: h

Subtotal not directly attributable

Total regulated service asset value not directory atributable
*include additional rows if needed
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Table 3: Allocation obperating costs

For year ended:
Table 3: Allocation of operating costs

Value allocated ($000s)
Non- OVABAA
Arm's Electricity | electricity allocation
length | distribution [distribution increase
deduction | services services Total ($000s)
Service interruptions and emergencies
Directly attributable
Not directly attributable [ | |
Total attributable to regulated service S
Vegetation management
Directly attributable
Not directly attributable | q
Total attributable to regulated service q
Routine and corrective maintenance and inspection
Directly attributable
Not directly attributable | <
Total attributable to regulated service S
Asset replacement and renewal
Directly attributable
Not directly attributable | C
Total attributable to regulated service <
System operations and network support
Directly attributable
Not directly attributable | C
Total attributable to regulated service S
Business support
Directly attributable
Not directly attributable (S
Total attributable to regulated service 4
Operating costs directly attributable G
Operating costs not directly attributable | C C C C C
Operating expenditure C
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Table 4:Report supporting allocation of operating costs (nquublic)

For year ended:
Table 4: Report supporting allocation of operating costs (non-public)

Allocator Metric (%) Value allocated ($000)
Non- Non- OVABAA
Allocation Electricity | electricity | Arm's Electricity | electricity allocation
methodology| Cost | Allocator |distribution [distribution| length | distribution | distribution increase
Cost description type allocator | type services | services |deduction| services services Total ($000)
Service interruptions and emergencies
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator gSelect ong -
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator 4Select ong -
Not directly attributable - | - - -
Vegetation management
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator J[Select ong -
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator 4Select ong -
Not directly attributable - - - - -
Routine and corrective maintenance and inspection
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA [Allocator JSelect ong 9
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator 4Select ong -
Not directly attributable - -| -| - -|
Asset replacement and renewal
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator gSelect ong -
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator 4Select ong -
Not directly attributable - -| - - -|
System operations and network support
Insert cost description e.g. ABAA [Allocator JSelect ong =
Insert cost description e.g. ABAA |Allocator gSelect ong -
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator 4Select ong -
Not directly attributable - -| - - -|
Business support
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA [Allocator JSelect ong 9
Insert cost description e.g. ABAA |Allocator JSelect ong -
Insert cost description e.g. ABAA |Allocator 4Select ong -
Not directly attributable - -| -| - -|
Operating costs not directly attributable I I -I -I I -I
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Table5: Rationale for selecting proxy allocator

Table 5: Rationale for selecting proxy allocator

Tables

Table 5a: Rationale for selecting proxy allocator for asset va
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SCHEDULE C COST ALLOCATION INFORMATION

Table 1 Revised dlocation of regulated asset values

For year ended:
Table 1: Revised allocation of regulated asset values

Revised value

Value allocatec allocated
($000s) ($000s)
Electricity Electricity
distribution distribution
services services

Subtransmission lines
Directly attributable
Not directly attributable
Total attributable to regulated service q q
Subtransmission cables
Directly attributable
Not directly attributable
Total attributable to regulated service q 4
Zone substations
Directly attributable
Not directly attributable
Total attributable to regulated service q q
Distribution and LV lines
Directly attributable
Not directly attributable
Total attributable to regulated service q <
Distribution and LV cables
Directly attributable
Not directly attributable
Total attributable to regulated service G G
Distribution substations and transformers
Directly attributable
Not directly attributable
Total attributable to regulated service q [
Distribution switchgear
Directly attributable
Not directly attributable
Total attributable to regulated service q G
Other network assets
Directly attributable
Not directly attributable
Total attributable to regulated service q S
Non-network assets
Directly attributable
Not directly attributable

Total attributable to regulated service q G
Regulated service asset value directly attributable q q
Regulated service asset value not directly attributable q G
Total closing RAB value q S
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Table 2:Report supporting revised allocations of asset valy@®n-public)

For year ended:
Table 2: Report supporting revised allocations of asset values (non-public)

Previous allocation Revised allocation
Allocator Metric (%) Allocator Metric (%)
Non- Non-
Allocation Electricity | electricity Allocation Electricity | electricity
Allocator Allocator
|Asset description type | Allocator | _type services | services type | Allocator | type | services | services
ion lines
Insert asset description e.g. ABAA |Allocator § [Select one]
Insert asset description e.g. ABAA [Allocator 4 [Select one]
Insert asset description e.g. ABAA [Allocator J[Select one]
Insert asset description e.g. ABAA [Allocator 4 [Select one]
Subtotal not directly attributable g g f -
cables
Insert asset description e.g. ABAA [Allocator ] [Select one]
Insert asset description e.g. ABAA [Allocator 4 [Select one]
Insertasset description e.g ABAA |Allocator J [Select one]
Insert asset description e.g. ABAA |Allocator 4 [Select one]
Subtotal not directly attributable f - i -
Zone substations
Insert asset description e.g. ABAA [Allocator ] [Select one]
Insert asset description e.g. ABAA |Allocator 4 [Select one]
Insert asset description e.g. ABAA |Allocator §[Select one|
Insert asset e.g. ABAA |Allocator 4 [Select one]
Subtotal not directly attributable - - -] -
Distribution and LV lines
Insert asset description e.g. ABAA |Allocator §[Select one]
Insert asset description e.g. ABAA |Allocator 4 [Select one]
Insert asset description e.g. ABAA |Allocator §[Select one]
Insert asset e.g. ABAA |Allocator 4 [Select one]
Subtotal not directly attributable - - -] -
Distribution and LV cables
Insert asset description e.g. ABAA |Allocator [Select one]
Insert asset description 9. ABAA |Allocator 4 [Select one]
Insert asset e.g. ABAA |Allocator §[Select one]
Insert asset e.g. ABAA |Allocator 4 [Select one]

Subtotal not directly attributable | -| - |

Distribution substations and transformers

Insertasset e.g. ABAA [Allocator {[Select one]
Insert asset description e.9. ABAA |Allocator 3 [Select one]
Insert asset description e.g. ABAA [Allocator §[Select one]
Insertasset e.g. ABAA [Allocator 4 [Select one]

Subtotal not directly attributable | | ] ]

Distribution switchgear

Insert asset e.g. ABAA [Allocator ] [Select one]

Insert asset description e.g. ABAA [Allocator 3 [Select one]

Insert asset description e.g. ABAA [Allocator §[Select one]

Insert asset e.g. ABAA |Allocator 4 [Select one]

Subtotal not directly attributable g -
Other network assets

Insert asset description e.g. ABAA [Allocator {[Select one]

Insert asset e.g. ABAA [Allocator 4 [Select one]

Insert asset description e.g. ABAA [Allocator §[Select one]

Insert asset description e.g. ABAA [Allocator 4 [Select one]

Subtotal not directly attributable g g g B
Non-network assets

Insert asset description e.g. ABAA [Allocator {[Select one]

Insertasset e.g. ABAA [Allocator §[Select one]

Insert asset description e.g. ABAA [Allocator §[Select one]

Insertasset e.g. ABAA [Allocator 4 [Select one]

Subtotal not directly attributable | -| - |

e e e I —

*include additional rows if needed
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Table 3:Revised allocation of operating costs

For year ended:
Table 3: Revised allocation of operating costs

Value allocated ($000s) Revised value allocated ($000s)
Non- OVABAA Non- OVABAA
Arm's Electricity | electricity allocation Arm's Electricity | electricity allocation
length |distribution | distribution increase length | distribution | distribution increase
deduction | services services Total ($000s) deduction| services services Total ($000s)

Service interruptions and emergencies
Directly attributable
Not directly attributable | | | | |
Total attributable to regulated service q G
Vegetation management
Directly attributable
Not directly attributable | | |
Total attributable to regulated service < q

Routine and corrective maintenance and inspection
Directly attributable

Not directly attributable | | |

Total attributable to regulated service q G

Asset replacement and renewal
Directly attributable
Not directly attributable | |
Total attributable to regulated service q <
System operations and network support
Directly attributable
Not directly attributable | |
Total attributable to regulated service G <

Business support
Directly attributable
Not directly attributable | |

Total attributable to regulated service 4 G
Operating costs directly attributable C C
Operating costs not directly attributable S q q q q | | q S S S S
Operating expenditure G G
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Table4: Report supporting revised allocation of operating costs (rpublic)

For year ended:
Table 4: Report supporting revised allocation of operating costs (non-public)

Previous allocation Revised allocation
Allocator Metric (%) Allocator Metric (%)
Non- Non-
Allocation Electricity | electricity Allocation Electricity | electricity
methodology| Cost Allocator | distribution |distribution methodology Cost Allocator | distribution | distribution
Cost description type allocator type services | services type allocator type services | services
Service interruptions and emergencies
Insert cost description e.g. ABAA | Allocator 1] e.g. ABAA | Allocator 1
Insert cost description e.g. ABAA |Allocator 2| e.g. ABAA | Allocator 2
Insert cost description e.g. ABAA | Allocator 3| e.g. ABAA | Allocator 3
Insert cost description e.g. ABAA |Allocator 4 e.g. ABAA | Allocator 4
Not directly attributable - - - -
Vegetation management
Insert cost description e.g. ABAA |Allocator 1f e.g. ABAA | Allocator 1
Insert cost description e.g. ABAA | Allocator 2] e.g. ABAA | Allocator 2
Insert cost description e.g. ABAA |Allocator 3| e.g. ABAA | Allocator 3
Insert cost description e.g. ABAA | Allocator 4] e.g. ABAA | Allocator 4
Not directly attributable -| - - -|
Routine and corrective maintenance and inspection
Insert cost description e.g. ABAA |Allocator 1] e.g. ABAA | Allocator 1
Insert cost description e.g. ABAA | Allocator 2| e.g. ABAA | Allocator 2
Insert cost description e.g. ABAA | Allocator 3| e.g. ABAA | Allocator 3
Insert cost description e.g. ABAA | Allocator 4} e.g. ABAA | Allocator 4
Not directly attributable -| - - -|
Asset replacement and renewal
Insert cost description e.g. ABAA |Allocator 1] e.g. ABAA | Allocator 1
Insert cost description e.g. ABAA | Allocator 2| e.g. ABAA | Allocator 2
Insert cost description e.g. ABAA | Allocator 3| e.g. ABAA | Allocator 3
Insert cost description e.g. ABAA | Allocator 4} e.g. ABAA | Allocator 4
Not directly attributable 4 d d J
System operations and network support
Insert cost description e.g. ABAA |Allocator 1] e.g. ABAA | Allocator 1
Insert cost description e.g. ABAA | Allocator 2| e.g. ABAA | Allocator 2
Insert cost description e.g. ABAA | Allocator 3| e.g. ABAA | Allocator 3
Insert cost description e.g. ABAA [Allocator 4| e.g. ABAA | Allocator 4
Not directly attributable - - - -|
Business support
Insert cost description e.g. ABAA |Allocator 1] e.g. ABAA | Allocator 1
Insert cost description e.g. ABAA | Allocator 2| e.g. ABAA | Allocator 2
Insert cost description e.g. ABAA | Allocator 3| e.g. ABAA | Allocator 3
Insert cost description e.g. ABAA | Allocator 4] e.g. ABAA | Allocator 4
Not directly attributable -| - - -|

Operating costs not directly attributable - - d 4
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Table 5: Rationale foselecting proxy allocator

Table 5: Rationale for selecting proxy allocator

Table 5a: Rationale for selecting proxy allocator for asset values

Zone substations.

g
ondes

g expenses

g prosy socator

Vegetat

maintenance and ins;
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SCHEDULE D CAPITAL AND OPERAGIEXPENDITURE
INFORMATION

D1 Interpretation
In thisschedule and in Schedwd&-G, words in bold type bear the following
meanings:
actual capexmeans thecapexincurred during thecurrent period
actual opexmeans theopexincurred during thecurrent period

asset management plameansan asset management plan included in tBEP
proposd and prepared in accordance with the requirements of the most retent
determination, where the first year of the planning ged to which theasset
management plamelates is the final year of thessessment period

asset relocations capemeansexpenditure on assets where thmimary driveris the
need to relocate assets due to third party requests such as for the purpose of

allowing road widening or similar needs. This includes expenditure on assets relating

to the undergrounding of previously above ground assethe request of a third
party;

asset replacement and renewal capex asset replacement and renewalpex
meanscapexor opexwhere theprimary driveris the need to maintain network

asset integrity so as to maintain current security and/or quality of supply standards

and includesxpenditure to replace or renew assets incurred as a result of

(a) the progressive physical deterioration of the conditiometwork assets or
their immediate surrounds;

(b) the network assets becoming obsolete;

(c) preventative replacemenprogrammes consistent with asset lifecycle
managemenpolicies or

(d) the need to ensure the ongoing physical security ofrieévork assets;

budgetmeans an expenditure forecast that has bgeepared for a purpose other
than for inclusion in £PP proposal

businesssupport opexmeansopexassociated with the following corporate
activities

(a) human resources and training (other than operational training);
(b) finance and regulation including compliance acigf valuations and
auditing;
194
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(c) chief executive and directaosts;

(d) legal services;

(e) consulting services (excluding engineering/technical consulting);
() property management;

(g) corporate communications;

(h) corporate information technology;

(i) industry liaison and participation;

() commercial activities including pricing, billimgyenue collection and
marketing; and

(k) liaison with Transpoweiconsumersand electricity retailers;

capex categorymeans one of the categories in the following list which comprises, for
the purpose of &CPPRproposal a classification of the types ohpexthat EDBsnake
when providingelectricity distribution servicego consumersand capex categories
means all of the following categories:

(&) consumerconnection capex

(b) system growth capex

(c) reliability, safety and environment capex
(d) asset replacement and rerveal capex

(e) asset relocations capexand

()  non-system fixed assets capex

consumer connection capemeanscapexwhere theprimary driveris the
establishment of a newonsumerconnection point, or alterations to an existing
consumerconnection point. This imgdesexpenditurerelating to

(a) parts of thenetwork for which theexpenditureis recoverable in total, or in
part, by acapital contributionfrom the consumerrequesting the new or
altered connection point; and

(b) both electricity injection and offtake pointsf connection;

deliverability means the extent to which the activities to which tbapex forecast
andopex forecastrelate are likely to be undertaken by tleDBduring thenext
period with reference to thed 5 . aQility to-

(&) source and secure physicakairces (such as appropriately skilled
personnel and materials) and planning consents from exteamgorities;
and
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(b) prioritise, manage and undertake the work involved, including the ability
to implement any planned step change from historical levels\w#stment
and workload;

documentmeans correspondence, notices, circulars, memoranda, minutes, reports,
policies contracts or agreements in the possession or control of2B& whether in
electronic or paper format;

key assumptionsneansassumptiors made by arEDBin the preparation of its
proposalthat havea material impact on thepex forecastor the capex forecast

non-system fixed assets capawreanscapexincurred in relation taassets not directly
related to thenetwork used in thesupplyof electricity distribution services
including in relation te

(@) information and technology systems;
(b) asset management systems;

(c) office buildingsdepots and workshops;
(d) office furniture and equipment;

(e) motor vehiclesand

() tools, plant, and machinery;

obligation means a legally enforceable duty owed byEDB whether arising under
legislation,at common lawor in contract, but excludes a contractual obligation
commencing after this determination takes effect;

opexcategorymeans one of the categories in thdlfiwing list which comprises, for
the purpose of &PP proposak classification of the types opexthat EDBsnake
when providingelectricity distribution servicego consumersandopex categories
means all of the following categories:

(&) businesssupportopex
(b) system operations and network suppoudpex,
(c) routine andcorrectivemaintenanceand inspectionopex;
(d) vegetation managemenbpex
(e) assetreplacement and renewalpex and
()  service interruptions and emergenciegpex;
other opexmeansopexthat isnot captured by the otheopexcategories

planningstandardsmeanspoliciesadopted by theEDBwhich relate to the planning
of the network and the forecasting ofdapexandopexfor that purpose, including in
relation to-
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(@)
(b)
()

long termnetwork development;
network maintenance; and

system operations

policiesmeans documented shoterm and longterm policies procedures,
strategies, guidelineand plansused to prepare th&CPP proposal

primary driver means the primary reason for a decision to incur a aosteé year the
cost was inctred or forecast to be incurred,;

reliability, safety and environment capermeanscapexpredominantly associated

with-
(a)
(b)

()
(d)

the improvement of reliability or service standards;

maintaining or improving the safety of the network fmrnsumers
employees and the public;

meeting legislative requirements; or

reducing the impact athe network on the environment;

routine and correctivemaintenanceand inspectionopexmeansopexwhere the
primary driveris the activities specified in planned or programmed inspection,
testing and maintenance work schedules and includes

(@)

(b)
(©)

(d)

(e)
(f)
9)
(h)

(i)

()
(k)

fault rectification work that is undertaken at a time or date subsequent to
any initial fault response and restoration activities;

routine inspection;

functional and intrusiveesting of assets, plant and equipment including
critical spares and equipment;

helicopter, vehicle anfbot patrols, including negotiation of landowner
access

asset surveys;
environmental response;
painting ofnetwork assets;

outdoor and indoomaintenance of substations, including weed and
vegetation clearance, lawn mowing and fenging

maintenance of access trackscluding associated security structures and
weed and vegetation clearance

customerdriven maintenace and
notices issued;
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service interruptions and emergencies opaxeansopexwhere theprimary driveris
an unplanned instantaneous event or incident that impairs the normal operation of
network assets. This relates to reactive work (either temporarpemmanent)
undertaken in the immediate or shetérm in response to an unplanned event,
including

(@) backup assistance required to restore supply;
(b) repair leaks or make safe

(c) operational support such as mobile generation used durirggditage or
emergencyesponse; and

(d) includes any necessary response to eventsiiggiin the transmission
system;

servicelevel means the magnitude of service measurg

servicemeasuremeans an objectively measurable characteristic or featurelevel
of performance beinglelivered

systemfixed assetanmeans all fixed assets owned, provided, maintained, or operated
by anEDBthat aredirectly related to thenetwork andused, or intended to be used,
for the supplyof electricity distribution services

systemgrowth capexmeanscapexother thanconsumer connection capexvhere
the primary driveris either a requirement for additional capacity at a particular
location or a change in the requirement felectricity distribution servicesas a result
of the introduction of new oemerging technologies. It includegpenditure
associated with network protection, control, automation, and telecommunications
assets and also includegpenditureon the acquisition ohetworks from other
providers ofelectricity lines services

system operationsand network support opexmeansopexwhere theprimary driver
is the management of theetwork and includes expenditure relating to control
centre and officebase system operations, including

(@) asset management planning including the pregiaon of theasset
management planload forecasting andetwork modelling;

(b) network and engineering design (excluding design costs capitalised for
capex projecty,

(c) network policy development (including the development of
environmental, technical and engieeng policies;

(d) standards and manuals foetwork management;

(e) network record keeping and asset management databases including

geographic information systems;
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() outage recording;

(g) connection ancconsumerrecordsconsumermanagement databases
(including distrilnted generators);

(h) stakeholder queries and call centres (not associated with billing);
(i) operational training fonetwork management and field staff;
() operational vehicles and transport;

(k) information technology and telecommunications foetwork
management (including information technology support for asset
management systems);

() day to dayconsumermanagement including responding to queries on new
connections, disconnectiay reconnections andistributed generators;

(m) engineering and technical com$ing;

(n) network planning and system studies;
(o) logistics (procurement) and stores; and
(p) network asset site expenses and leases;

vegetation management opermeansopexwhere theprimary driveris the need to
physically fell, remove or trim vegetation (includirmgpt management) that is in the
proximity of overhead lines or cables. It includggx arising from the following
activities

(@) inspection of affected lines or cables where the inspection is substantially
or wholly directed to vegetation management (e &s, part of a vegetation
management contract). It includes ptem inspections as well as
inspections of vegation cut for the primary purpse of ensuring the work
has been undertaken in an appropriate manner;

(b) liaison with landowners including the issuktom/cut notices, and follow
up calls on noticegnd

(c) tree felling or trimming of vegetation to net externally imposed
requirements or internal policy, including operational support such as any
mobile geneation used during the activity;

The followingactivities and related costs are excluded from this category

(d) general inspection of assesubject to vegetation, where this is not
substantially directedo vegetation management (includen routine and
corrective mantenance and inspectiompex);

(e) costsof assessing and reviewing the vegetation management policy;
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() data collectionand
(g) the cost of managing a vegéian management contract

D2 Instructions relating to provision of information

(1) ACPP proposahust-
(@) include all information required in

(i) AttachmentA of thelD determination or any successor to that
Attachment A except where limited by subclause;(&hd

(i)  this <hedule

unless theCommissiorhas approved a modification or exemption from
the CPP applicatiomequirements undeclause5.1.6 and has included the
relevant information related to the exemption or modification as set out in
clauseb.1.8;

(b) contain a table that, in respect of each clause of this schedule

(i) provides a reference to the place where, in 6P proposah
responses provided; and

(i)  gives the title and page reference to any sepameument
identified in response, including in the case where dogumentin
question is provided in th€PP proposal

(2) Where information provided in accordance with these requirementsedsffrom
the most recent information provided by tHeDBto the Commissiorin
accordance with any obligation under Part 4 of thet, a CPP proposahust

(@) identify the differences; and
(b) give reasons for such differences

(3) Where information required by thischedule is omitted frona CPP proposal
the CPP proposahustcontain an explanation for each such omission

(4) ACPP applicantnaycomply with subclause (1) by

(@) reprodudngand providingts asset management plawith the additional
material required by thischedule included; or

(b) providing the information required by this schedule separately from its
asset management plan

(5) For the purpose of subclauge4 of Attachment A of thé&D determination
additional information required to be included in ti@&PRoroposalneed only
apply tothe-

(&) current period
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(b)
(©)

assessment periodand

next period

(6) Detailedinformationdescribed in clause D10 relation toidentified
programmes-

(@)
(b)

need only be provided to theerifier upon theverifier's request; and

where provided uder (a),mustbe included in theCPP proposas
provided to theCommissiorin the CPP application

D3 Governance, organisation structure and business processes

(1) Inaddition to the information required by clause 3.7AatachmentA of thelD
determination, provide-

(@)

(b)

()

(d)

(e)

the current organisational structure of tHeDBand a description of any
separate organisation used to managgpexandopex

the number of full time equivalent employees, employed by the applicant,
broken down by business usit

an explanation of the arrangements for undertaksygtem operations
and network supporgctivities, and the extent that these functions are
centralised and outsourced;

where any cost is shared with organisational activities that do not involve
providing egulatedelectricity distribution servicesthe basis on which
these costs have been allocated and included in the forecast; and

a description of any anticipated changes during tiest periodto the
organisationaktructure.

(2) In addition to the informatiorrequired by clause 32lof Attachment A of théD
determination-

(@)

(b)

provide acommentary on the sources akset management information
and

other relevant data that habeen relied upon in preparing the forecasts,
including

(i) adescription of the qudl of this information and dataand

(i) details of any assumptions that have been made to fill any
information or data gaps

(3) In addition to the information required by clause 3.13 of Attachment A oflithe
determination, describe the procedures and processes usgthke EDBto-

(@)

plan and develop;
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(b)
(©)
(d)
(e)

estimate the cost of;
approve;
implement; and

monitor;

the capexandopex projectsand programmesdescribed in theCPP proposal
and develop unit costs.

(4) In addition to the information required by clause 3.7 of Attachment A ofiihe
determination provide-

(@)

(b)

()

an overview of any internal challenge, review and approval process applied
before the forecasts were finalised for inclusion in P proposal

a statament as to whether or not the forecast includes provision for
efficiency improvements over time and, if so, a description of how this
provision is reflected in the forecasts; and

a statement of how the approval process treats tigks on cost estimates
and timingof projectsdue to deviations of forecast assumptions.

D4 Network asset information

In relation to the information required by clause 4 of Attachment A oflibe
determination-

(@)

(b)

where information is based on estimates, this must be explicitly stated;
and

guantities of assets must be presented in a way that clearly describes the
sizeand scopef regulaed asses, but need not include detailed lists or
schedules as would be included in a complete asset register or inventory

D5 Service levels

Where not intuded in information provided in respect of clause 5 of Attachment A of
the ID determination, provide-

(@)

(b)

a description as to how eagierformance indicator and performance
targetdescribed in accordance with clause 5 of Attachment A otthe
determination-

(i) relates to the9 5 . r€devantpolicies and
(i) reflects theexpenditure objective
for each performance indicator identified and defined in accordance with

subclause (a):

202

3106511 Electricity Distribution Services Input Methlodies Determination 2012 (Consolidatagril 2018)



() the measured performance for each year of therent period and
(i)  the target performancdor each year of th@ext period

(c) acomparison and evaluation of each actseivice levehchieved fothe
disclosure yeasin the current periodagainst each relevamerformance
target, including explanations for all significant variances

D6 Network devdopment planning

(1)

(2)

3)

(4)

(5)

The description of network development plans required in clause 11 of
Attachment A of thdD determination must include the additional information
specified in this clause.

Forsystem growth capexconsumer connectiortapex assetrelocation capex
andreliability, safety and environment capex

(@) identify all relevant documentgoliciesand consultargQeports that
were taken into account in preparing teecapex forecas; and

(b) where appropriate, identify their relevance to each categorgaex

In addition to the information required by clauses 1-11.6 of Attachment A of
the ID determination, provide the rationale for the planning criteria and other
key drivers an@ssumptiongor network development fosystem growth capex
consumer comnection capex,asset relocation capeandreliability, safety and
environment capex

In addition to the information required by clause 11.7 of Attachment A oflithe
determination, provide the rationale for the prioritisation process and criteria.

In addiion to the information on demand forecasts required by clali$e3 of
Attachment A of thdD determination-

(@) describe and explain the methodology used to prepare the relevant
forecasts including

() any sensitivity analysis undertaken;

(i) any weather normalisatin methodology used and how weather data
has been used; and
i) 0KS Y2RSta dzaSR oAy Of dzRAy3a SI OK
assumptions); and
(b) provide

(i) an outline of the treatment of very large loads, uncertain loads and
significant loads transferred, or expectedle transferred, between
different parts of thenetwork (e.g. between zone substations and/or

between feeders);
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(i)  details of the location, types and aggregate levels of any distributed
generation and assumptions relating to the impact they may have on
network forecasts;and

(i) details of the effect that any demand management systems or
initiativesand any other new or emerging technologreay have on
the network forecastsand the extent that they have been included
in the forecasts in th€PP proposal

(6) For the forecasts afonsumerconnections, embedded generation and
electricity volumes provided in the relevant templates in Schedule E

(a) describe and explain the methodology used to prepare the relevant
forecasts including
(i) any sensitivity analysis undekan;
(i) any weather normalisation methodology used and how weather data
has been used; and
i) GKS Y2RSta dzaSR 6AyOf dzRAy3 SI OK
assumptions)

(7) In addition to the information required by clause 11.9 of Attachment A ofifhe
determination, provide-

(@) for system growthcapex a description of, and the rationale for, the
planning standardsandkey assumptionselied on by theEDBin
determining the need to augment itgetwork;

(b) for reliability, safety and environment capex description of any magls
developed by or for th&DBto determine thereliability, safety and
environment capexncluding the rationa for all key input assumptions;
and

(c) for consumer connectiortapex andasset relocation capex

() key assumptionsnd a list ofoliciesrelevant to apportioning costs,
where costs are not fully recovered frontapital contribution;

(i) the rationale and basis for determining the forecast amount,
including a description of any modelling used; and

(i) provide this information separately f@onsuner connection capex
and forasset relocation capex

(8) In addition to the information required in clause 11.10 of Attachment A ofifthe
determination, for eachsystem growth capexyroject and programmeincluded
in the capex forecasprovide
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(@) adescription bthe project or programme including the assumed number
and ratings of significant new assetsd, where appropriate, a singlme
diagram showing how it is assumed that the assets will be integrated into
the existing network

(b) the estimated cost of th@roject or programme disaggregated by
disclosure yearincluding costs already incurred in tberrent period and

(c) details of the effect any new or emerging technologies may have and the
extent tha they have been considered.

(9) In addition to the information required in clause 11.10 of Attachment A ofithe
determination, for eachreliability, safety and environment capegroject and
programmeincluded in thecapex forecasprovide-

(@) adescription of theoroject or programmeincluding the assumed number
and ratings of significant new assets;

(b) adiscussion dtey assumptionsand the rationale for making those
assumptions;

(c) adescription of models used and key input assumptions and data sources,
including a discussion of relevant dagstems and any limitations in the
data;

(d) an indication of theprojectQ @r programmeQ @urrent status in the
planning processand

(e) the estimated cost of th@roject or programme disaggregated by
disclosure yearincluding costs already incurred in tbarrent period.

(10) In addition to the information required in clausé&.10 of Attachment A of théD
determination, for anyconsumer connection capeandasset relocation capex
project andprogramme provide a description and the estimated costs of any
specificproject or programmeincluded in the forecast.

(11) In addition to the information required by clause 11.12 of Attachment A of the
ID determination, and, where not provided in responsedabclause(2), identify
the EDR) policiesregarding the application of new or emerging technologies.

D7 Lifecycle asset management planning (maintenance and renewal)

(1) The description of Lifecycle Asset Management Planning required in clause 12 of
AttachmentA of thelD determination must include the additional information
specified in this clause.

(2) In addition to information required by clauses 3.13 and 3.14 of Attachment A of
the ID determination, describe the organisation that tHeDBuses to manage

network maintenane and associated expenditur@cluding the physical
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arrangements for undertakindiese activies and the extenthat these
functions are centralised and outsourced.

(3) In addition to the information required by clauses 12.1 and 12.2 of Attachment A
of the ID determination for each ofservice interruptions and emergencies
opex, vegetation management opeandroutine and corrective maintenance
and inspection opexdescribe the approach used to prepate expenditure
forecastand provide

(a) details andarationale for each relevaritey assumption
(b) adescription of any modelssad;

(c) adescription ohny new expenditure or forecast changes to the level of
expenditure on existingetwork opex programmesover the course of the
next periodthat will have a material ééct on thenetwork opex forecast
including

(i) the rationale for and timing of these changes;

(i) an assessment of the impact of these changes orstheice levels
provided by theEDB and

(ii) the impact of these changes on tlo@ex forecast

(4) Identify all relevandocuments policiesand consultargQeports that were
taken into account in preparing tHerecasts okervice interruptions and
emergencies opexvegetation management opeandroutine and corrective
maintenance and inspection opex

(5) In addition to the information required by clause 12.3 of Attachment A ofifhe
determination, for asset replacement and renewal capaxdasset
replacement and renewal opegrovide-

(@) adescription of the criteria used to determine whether the expenditsre
capexor opex, and

(b) adescription of the prioritisation methodology adopted for asset
replacementprojectsand programmes

(6) Identify all relevant documentgoliciesand consultargQeports that were
taken into account in preparing tHerecastsof assetreplacement and renewal
capexor asset replacement and renewalpex;

(7) In addition to the information required by subclauses 12@312.3.5 of
Attachment A of thdD determination, for eachasset replacement and renewal
capexor asset replacement and renewalpex projectand programmeprovide-

(@) adescription of and the rationale for th@ojectsandprogrammes
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(b)

(€)

(d)

(e)

where relevant, an overview of any network and Aoetwork alternatives
considered and the basis for selecting freferred solution;

an indication of theprojectQ @r programmeQ @urrent status in the
planning process;

the actual and forecast expenditure on egutoject or programme
described in subclause (a) disaggregateddgylatory yearin both the
current periad and thenext period and

a description of the methodology used by tB®Bto determine the
forecast expenditure over theext periodon the projectsor programmes
described in subclause (a) including where applicable

(i) the key assumptionsand the rationa¢ for thekey assumptionsand
policies

(i) any relevant modelling and the rationale for material model input
assumptions; and

(i) a commentary on the source of the unit costs or components of cost,
the accuracy of the cost estimates and the treatment of cost
uncetainty where there arenot explicitly stated elsewhere.

(8) For anasset replacement and renewal capex projgmivide-

(@)
(b)

assumed number and ratings of significant new assets; and

a singleline diagram showing how theroject will be integrated into the
existing network foprojectsinvolving a redesigof asset layout.

(9) Explain how any anticipated system growth associated with the replacement of
assets before the end of their asset life has been taken into account iastet
replacement and renewal capeforecast for thenext period

D8 Non-system fixed assetsapital expenditure information

(1) In addition to the information required by clause 13 of Attachment A ofiihe
determination, for nonnetwork fixed assetsapexin the capex forecastprovide
the rationale and the basis for determining the forecast amount, including a
description of any modelling usddr the expenditure in the largest two of the
following expendure categories by dollar value

(@)
(b)
(€)
(d)

asset management systems;
information and technology systems;
motor vehicles;

office buildings, depots and workshops;
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(e) office furniture and equipment; and
() tools, plant and machinery.

(2) The information required by subclause (1) need not be provided if the total non
network assetapex faecastis less tharb% of the totaktapex forecast

D9 Business support, system operations and network support operatixgenditure
(1) Provide sufficientletails of the extenthat business suppor@ndsystem

operationsand network supportostshave been included in theapex forecast
for eachdisclosure yeaof both thecurrent periodandnext period

(2) Identifyall relevant documentgoliciesand consultard @ports that were
taken into account in preparing thesgpex forecasts

(3) Describe anwynticipated material changes to the information provided in
subclause (1) over the course of thext periodand discuss

(@) the rationale for and timing of the changes; and
(b) the impact of the changes on thapex forecast
(4) Describe the approach used to prepare the relevapex forecastincluding
(@) each relevankey assumptiorincluding the rationale for the assumption;
(b) any models usedand

(c) the rationale for any new expenditure step changdrom current levels
of expenditue over thenext period

(5) Where appropriate, the information required by this clause should be provided
separately folbusiness support opeand forsystem operations andhetwork
support opex

D10 Identified programmes
(1) Where not alreadyequired to be disclosely Attachment A of théD
determination, for eachidentified programmeprovide-
(@) adescription of theproject or programmeincluding
()  what theproject or programmewill accomplish;

(i)  thelocation of theproject or, if relevantthe locationof the
programme

(i) assumed quantities and ratings of major assets, including the
rationale for these assumptions;
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(iv) whererelevant a highlevel singldine diagram showing the
assumed layout of the project and interfaces witie existing
network; and

(v) anyother information consistent with the nature of th@oject or
programmethat is necessary to fully describe the scope of the
project and what is involved in its implementation;

(b) adescriptionof the rationalefor the project or programmeincluding

(i) the exient that theproject or programmemeetsthe expenditure
objective; and

(i)  the impact of not progressing within thePP regulatory periogd

(c) astatement as to therojectQ @ programmeQ éurrent status in the
planning process;

(d) an overview of potential alternates, including nometwork alternatves,
and the basis for selectirthe preferredoption with the information
provided to be commensurate with th@rojectQ @ programmeQ éurrent
status in the planning process;

(e) the rationale for the proposed timing of tharoject or, where relevant,
the rational for the proposed timing of therogramme

(H where applicable, an assessment of the impact ofthgect or
programmeon theservice levelprovided by theEDB

(g) if aprogrammeis a continuation or extension of an existipgpgramme
the rationale foranymaterial changes in the forecast expenditure from
the level of expenditure on thprogrammeduring thecurrent period

(h) adetailed breakdown of the estimate of tipeoject or programmecosts,
disaggregated bgisclosure yearincluding a similar breakdown of any
project or programmecosts incurred during theurrent period

(i) in addition to the breakdown provet in response to subclause-(f)
(i) adescription of the methodology uddo prepare the estimate;

(i)  where applicable, the quantities provided for in theject or
programmecost;and

(i) identification of scope or cost uncertainties and an explanation of
how such uncertainties have been taken into account in the
estimate;

() details of how theEDBproposes to measure and manage the efficiency of
the implementation of theproject or programme and
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(k) adescription ofiny cost benefit analyseslevant to theproject or
programmeundertaken by or for thé&eDB

D11 Risk management
(1) Inadlition to the information required by clauskt.3 of Attachment A of théD
determination, for any proposed selhsurance allowance
(@) provide
(i) adescription of the uncertainties covered by the allowance;

(i)  the methodology used to calculate the seisurancerisk premium
(e.g. probability multiplied by consequence);

(i) areport on the calculation of each satisurance risk premium from
an actuary who is qualified to provide such advice; and

(iv) any quotes obtained from external insurers; and
(b) explain why compensatioshould be provided for the uncertainty.
(2) Inrespect of each quote provided in accordance with subclélige)(iv)
(a) state-

(i) the amount insured for which the quote related (if not included in
the quote itself);

(i)  the annual premium payable or paid by tB®B
(i) the size of any deductible;

(iv) the terms and conditions of the insurance; and
(v) why itis not considered suitable.

(3) Explain whether and, if so, how the costs of remediating the effects of each
uncertainty for which the allowance is sought may be recovered thincany
other mechanism

D12 Related parties
(1) Identify and describe atklated partiesin respect of whom costs are disclosed

for the lastdisclosure yeanof the current period and relationships with those
related parties

(2) Describe, at an aggregate leule-

(@) nature of theservicesundertaken byall related partesin the last year of
the current period and
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®3)

(4)

(5)

(b) processes for procuringervicesundertaken byrelated parties or by
anticipatedrelated parties during the last year of theurrent periodand
the assessment period

Forserviceddentified in subclaus€?), describe

(@) whether similarservices are expected to be provided bglated parties or
by anticipatedrelated parties during thenext period,

(b) whether any additionaservicesare expected to be provided bglated
parties, or by anticipatedrelated parties during theCPP regulatory
period; and

(c) the basis for establishing thelated partytransaction values for the
purpose of thecapex forecastind theopex forecast

Describehe nature of thecontractfor any periodicservices including the
duration of any such contract

For eaclserviceidentified in accordance with subclause (2), provide an example
of-

(@) any tendering process used to procure t&rvice

(b) relevant documents e to tender for the provision of theervice
including, but not limited to, requests for tender, and tender submissions;
(c) explain

(i)  whether theserviceprocured are provided under a discrete contract
or provided as part of a broader operational contraat ¢amilar);
and

(i)  whether theservicewas procured on a genuinely competitive basis
and if not, why not; and

(d YSGK2R2f 23ASasx Okeyaszimptionfifedt@ NI LI2 NI a =

determine components of the costs included in the contract price.

D13 Deliverability

(1)

(@)

In addition to clauses 14 and 16 of Attachment A oflfbeketermination
providean overview of, and description of outputs from, any deliverability risk
assessment that th&DBhas completed for part or all of theapex forecasand
the opex forecast

Where it has not been provided in risk assessment information under subclause
(1), provide an overview of thEDBplans to ensure theleliverability of the
activitiesprovided for in thecapex forecasand theopex forecastwith

particular reference te
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(@)

(b)
(€)

(d)

(e)

a description of the prioritisation or other methodologies used to optimise
delivery;

how consenting processes are managed to optimise delivery;

the extent hat theactivitiesprovided for in thecapex forecasand the
opex forecastwill be undertakennternally oroutsourced;

the9 5 . aQility to implement any plannestep changdrom historical
levels of expediture and workload, including

(i) the ability of contractors available to tHeDBto deliver any
proposed increase in workload,

(i)  the current levebf skilled personnel, including engineering and
project management personnel, available to tBBBcompared to
the anticipated requirement over theext period and

(i) the measures th&DBplans to take to source and secure required
additional personneland

how the EDBaligns resource schedules where shared resources are used
for different opexrelated and capexelated tasks.

D14 Unit costs and expenditure escalators

(1) Explain the methodologies applied to convert constant pcapex forecasand
opex forecastto the nominalprice capex forecasandopex forecast

(2) Explain why the methodologies applied, e&&ly assumption and the resulting
guantum are reasonable.

(3) For eactkey assumptionincluding unit rates, indexes, weightings, and
contingency factors

(@)

(b)

identify-

(i) the key assumption

(i)  source material from which it was derived; and

(i) the components of expenditure to which it applies; and
explain

() how it has been applied in theapex forecasaind opex forecast

(i)  the quantum of costs in theapex forecasand opex forecast
resulting from the application of thkey assumption and

(i) whether, and if so, how th&ey assumptiorrelates tocapexand
opexincurred during thecurrent period
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D15 Contingent project information

(1) For each proposedontingent project
(@) provide

(i) an overall description including the aims and objectives of the
project;

(i) completedregulatory templates for capexandopexforecass using
the best available information to hand; and

(ii) information as to how theroject satisfies the criteria specified in
clause 5.6.%2);

(b) propose arigger eventand explain how the event meets the
requirements of claus8.6.53);
(c) provide

(i) all relevant documents (includirgpliciest Yy R O2y adz G yiaQ

that were taken into account in preparing tleapexforecastand
opexforecastfor the contingent project including those that relate
to its deliverability;

(i)  each relevankey assumption and

(iif) each relevanbbligation,

(d) explain
(i) all departures from any conclusions and recommendations
O2y il AYSR Ay SI OK ife@iyacautande yWithQ a
subclaus€c)(i} and

(i) the methodology used to generate thmapexand opexforecastfor
the proposedcontingent project

(e) explain for eaclpolicy identified in response tsubclausé€c)(i}

(i)  how it was taken into account and compliedth; and
(i)  how the relevantplanning standardsvere incorporated; and

() describe for eackey assumptioridentified in accordance with
subclaus€c)(iiy

(i) the method and information used to develop the assumption; and
(i)  how ithas been applied and its effect time capexandopex

(2) Where any proposedontingent projectis likely to terminate after the end of the
next period, in addition to the information required by subclaudg, provide any
additional information relevant to forecastapexand forecasbpexto the end of the
contingent project

213

3106511 Electricity Distribution Services Input Methlodies Determination 2012 (Consolidatagril 2018)

NB LJ:



SCHEDULE E CAPITAL AND OPERATING EXPENDITURE
REGULATORY TEMPLATES

Table 1:Projects and programmes

Table 1: Projects and programmes

Table 1a Summary of all capex projects and program

Forecast costs in
Brief description of project/programme constant prices
$(000)

Project
reference

Capex
category

Reference to primary

Number A R A
supporting information

Project/programme name

Project name
Project name
Project name
Project name
Project name
Include additional rows if needed

g b W NP

Table 1b Summary of all opex projects and programmes

Forecast costs in
Brief description of project/programme constant prices
$(000)

Reference to primary

Project . Opex
Project/programme name S N
supporting information

Number
reference category

Project name
Project name
Project name
Project name
Project name
*include additional rows if needed

a b w N R
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Table 2: Capesummary

Table 2: Capex summary

2a Actual and forecast capex in constant prices $(000)
Capex Categories

Consumer connection
System growth
Asset replacement and renewal
Asset relocations
Reliability, safety and environment:
Quality of supply
Legislative and regulatory
Other reliability, safety and environment
Total reliability, safety and environment

Total expenditure on network assets
Total expenditure on non-network assets
Total expenditure on assets

2b Actual and forecast capex in nominal prices $(000)
Capex Categories

Consumer connection

System growth

Asset replacement and renewal

Asset relocations

Reliability, safety and environment:
Quality of supply
Legislative and regulatory
Other reliability, safety and environment
Total reliability, safety and environment

Total expenditure on network assets
Expenditure on non-network assets
Total expenditure on assets

plus Cost of financing
less Value of capital contributions
plus Value of vested assets

Total capital expenditure

2c Actual and forecast commissioned asset values in nominal pri

Capex Categories

Consumer connection
System growth
Asset replacement and renewal
Asset relocations and undergrounding
Reliability, safety and environment:
Quality of supply
Legislative and regulatory
Environment
Total reliability, safety and environment

Total forecast network capex
Total forecast non-network capex
Total value of commissioned assets

Current period Assessment Perioi CPP Regulatory Period TCOEFI’
cy-4 CY-3 CY-2 Cy-1 CY0 CA CA+1 Yearl Year2 Year3 Year4 Year5
$000 (in constant prices)
Current period Assessment Period CPP Regulatory Period I Total

CA CA+1 Yearl Year2 Year3 Year4 YearSI CPP

CY-4 CY-3 CY-2 CY-1 CY0
$000 (in nominal prices)
ices $(000)
Current period Assessment Period CPP Regulatory Period I Total
CY-4 CY-3 CY-2 CY-1 CY0 CA CA+1 Yearl Year2 Year3 Year4 YearSI CPP

$000 (in nominal_prices)

2d Actual and forecast commissioned asset values by provider in nominal prices ($000)

EDB
Related party
Other sources
Unknown
Total value of commissioned assets
Totals in table 2c and table 2d must reconcile.
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Table 3: Opesummary

Table 3: Opex summary

3a Actual and forecast opex in constant prices $( Current period [ Assessment Periof CPP Regulatory Period [ Total P

Opex Categories CY-4 CY3 CY2 CY1l CY0O CA  CAfL  Yearl Year2 Year3 Yeard Years | "o°
$(000) in constant prices

Service interruptions and emergencies
Vegetation management
Routine and corrective maintenance and inspectior
Asset replacement and renewal

Total network opex
System operations and network support
Business support

Total non-network opex
Total operating expenditure

=)

3b Actual and forecast opex in nominal prices $(00

)

Current period I Assessment Periol CPP Regulatory Period |Total CP
Opex Categories CYy-4 CY-3 CY2 CY1 CY0 CA CA+1 Yearl Year2 Year3 Year4 Year5 ] period
$(000) in nominal prices

Service interruptions and emergencies
Vegetation management
Routine and corrective maintenance and inspectior|
Asset replacement and renewal

Total network opex
System operations and network support
Business support

Total non-network opex
Total operating expenditure

3c Actual and forecast opex by provider (optional
EDB

Related party
Other sources

Unknown
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Table4: Capexrojectsand programmes
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Table5: Capex by asset categories

So10Ba1e9 1955© Aq XBdeD IS BldeL.
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Table6: Opex projects and programmes

Table 6: Opex projects and programmes

ot h colenn it s o \ T e R e s | R Al ]
Project Assessment ‘Assessment
retoence |Proiectiprogramme name ‘ l Current period ‘ e CPP Regulatory Period ‘ Current period e CPP Regulatory Period
Total cP [Total cr
CY4 CY3 CY2 CY1 CY0 CA  CAHM  Yearl Year2 Year3 Yeard YearS|erod Cva CY3 CY2 CY1 CY0 CA  CA  Yearl Yew2Year3 Yeard Year5 [perod
6a Service
[ ] [ | 1 [ I [ I | I | I [ I T 1 [ [ ]
[ ] 1 1 1 [ [ [ I 1 ] | I [ [ T [ [ ]
[ I I I I I I I I I I I I 1 [ 3l I ] — ] — | ] | 1 I 3
6b Vegetation
[ 1T 17 [ T T T T 7 | T T T T T 71 T T 7 [ I ]
[ | /1 1 [ | N N I I N | [ N N N N N | — T 1 | [ |
[ ] 1 1 1 [ [ [ I 1 ] | 11 [ [ T 1 [ [ ]
Total Vegetation management T 1T 717 1 T 1T T T T 71 ] C T 1T T T T 9 T T T 7 | | |
6 Routine and corrective and inspection
[ 1T 17 [ T T T T 7 | T T T T T 71 T T 7 [ I ]
[ | /1 1 [ | N N I I N | [ N N N N N | — T 1 | [ |
[ ] 1 1 1 [ [ [ I 1 ] | 11 [ [ T 1 [ [ ]
T T T 70 I T T T T 7 ] T T T T T 7 T T°T I I 1
6d Asset and renewal
[ TiName of projector programme] 1T 17 [ T T T T 7 | T T T T T 71 T T 7 [ I ]
[ ojector programme] R — 1 I | N N I I N | [ N N N N N | — T 1 | [ |
[ oject or programmel I 1 1 [ [ [ I 1 ] | 11 [ [ T 1 [ [ ]
“include additonal ows i needed
Total Asset replacement and renewal T T T T 70 I T T T T 7 ] T T T T T 7 T T°T I I 1
‘Total network opex [ [ I [ I [ | [ I [ I [ I ] [ [ [ [ [ [ [ | [T T [ [ ]
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Table7: Non-network opex

Table 7: Non-network opex

Actual and forecast opex in constant prices $(000)

Actual and forecast opex in nominal prices $(000)

Project
reference

Current period

Assessment Perio CPP Regulatory Period

Current period

rsesmersen] P Reguiaory Period

CY-4 CY3 CY2 CY1 CYO CA  CAfL Yearl Year2 Year3 Yeard

Total CPf
Years | Period

Cv-4 CY3 CY2 CY1 CYO CA CAfL Yearl Year2Year3 Year4

Total CPf
Year5 | Period

1 7 77

lude additional rows if needed

Total System operations and network support [

7b  Business supp

“indlude additional rows if needed

[
[
[
Total Business support i

Total non network opex [
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Table8: Aggregate forecast commissioned assets by asset categories

Table 8: Aggregate forecast commissioned assets by asset cate(

Applicant may disaggregate other assets by asset types

Forecast amounts should be net after adjustments for any capital contributions and related party transactions.

Asset category

Subtransmission lines
Subtransmission cables
Zone substations
Distribution and LV lines
Distribution and LV cables
Distribution substations and transformers
Distribution switchgear
Other network assets
Non-network assets
Total forecast commissioned assets

Forecast commissioned asset values in nominal terms $(000)

Assessment Period

CPP Regulatory Period

CA

CA+1

Year 1

Year 2 Year 3 Year 4

Year 5

Total CPP
Period
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Table 9:Cost escalaipn factors
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