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[Drafting notes:

1 This amendments determination amends the Gas Transmission Services Input
aStiK2R2ft 23AS48 5SUSNNYAYFGA2Y HAMH O WLINRY OA LI f
1 The included amendments were made as a result of our Input Methodologies Review which
was completed in December 2016ad0cordance with s 52Y of the Commerce Act 1986.
1 Amendments to the bodwf the principal determination, Schedule A, Schedule D, Schedule F
and Schedule G are marked as track changes in red.
9 Schedule B and Schedule C in the principal determination havedmeended in their
entirety and therefore are not marked as track changes. The amended versions of these
schedules are included in this amendments determination.]
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PART 1 GENERAL PROVISIONS

1.1.1 Title

Thisamendmentsdeterminationamendsthe GasTransmission Servicégput
MethodologiesDetermination2012.

1.1.2 Application

(1) Theinput methodologiesin this determination apply tgas transmission services

(2) Theinput methodologiesrelating to cost allocation iRart 2 Subpart IPart 5
Subpart 3 Section @xdPart 5 Subpart 5 Sectionabso apply to angther regulated
servicesuppliedby a GTB as provided by the provision in question.

(3) Theinput methodologiesin-

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

(b) Part 3of this determinationapply todefault/customisedprice-quality
regulationunderPart 4Subpart 6of the Act;

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

(d) Part 50f this determinatia apply in relation to customised price
quality pathsunder sections 53Q to 53ZABart 4Subpart6 of the Act.

(4) Amendments to thenput methodologiesin this determination iR

(@) Part 2, Subpart 1, including any amended definitions in clause 1.1.4(2),
applyfrom the commencement aflisclosure yea2019;

(b) Part 2, Subparts 2 to 5, including any amended definitions in clause
1.1.4(2), apply fronthe firstdisclosure yeacommencingafter the
amendment to theD determinationmadeafter the commencement
date described in clause 1.1,.3

(c) Part 3, including any amended definitions in clause 1.1.4(2), apply for

() aDPPin force from 1 October 2017; and
(i) aCPPRapplicationmade afterthe commencement date described
in clause 1.1.3;

(d) Part4, Subpart 1, including any andexl definitions in clause 1.1.4(2),
apply for aDPPin force from 1 October 2022;

(e) Part4, Subparts 2 to 7, including any amended definitions in clause
1.1.4(2), apply for ®PPin force from 1 October 2017; and

(H Part5, including any amended definitions in clause 1.1.4(2), applyfor a
CPPRapplicationmade after the commencement date described in
clause 1.1.3.

(5) For the avoidance of doubt, if tHeommissiordetermines that any forecast values
are required to be calcated consistent with Part 3 or Part 4, Subparts 2 to 7, for the
determination of aDPPthat is to come into effect after the effective date of this

2655759 6



amendments determination, the amendments to thgut methodologiesrelating to
the forecast values in PaBtand Part 4and any amended definitions in clause
1.1.4(2) will apply at the time when th€ommissiorrequires the forecast
information.

(6) For the avoidance of doubt, if theommissiordetermines that any forecast values
are required to be calculated ceistent with theinput methodologiesrelating to
cost allocation in Part 2, Subpart 1 for the determination &RPthat is to come into
effect after the datespecified in subclause (4)(dhe amendments to theput
methodologiesin respect of cost allmation, and any amended definitions in clause
1.1.4(2) will apply at the time when th€ommissiorrequires the forecast
information.

1.1.3 Commencement

This determination comes into force on the day after the date on which notice of it is
given in the New Zeahd Gazette undes52W of theAct.

1.1.4 Interpretation
(1) Inthis determination

(@) unless otherwise stated, references-to

(i) 'Sections' are to sections within the sarsigbpart and
(i) 'Subparts' are teubpartswithin the samepart,

in which the reference is made;

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

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

(d) unless stated otherwise, any reference to an allowance, amaast,
sum orvalue is a reference to an allowance, amouwust,sum orvalue
calculated in relation to &TBin respect of aisclosure year

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

67th percentile estimate of WACC means for the purpose of

(a) Part 2,the 67th percentile
estimate of posttax WACC
determinedin accordance with
clause 2.46(4);

(b) Part 3,the 67th percentile
estimate of posttax WACC
determinedin accordance with
clause 4.4.%1); and

(c) Part4 and Part 5the 672h
percentileestimate of vanilla
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WACCdetermined in
accordance with clause 45{1);

67th percentile estimate 0P WACC meansestimate-made-inaccordance
with,for the purpose of

{a)—Part 2 clause 2.4 7(5}(b)-of the
67th-percentile for the postax

2009 disclosed assets means in relation te

(&8  Maui Development Limited,
assetgelating to the calculation
of the 'Accounting Return on
Total Assets' measudan the
2009 disclosure financial
statements and

(b)  any otherGTB assets included
by the GTBIn questionin the
'‘Non-Current Assets' categoig
the 2009 disclosure financial
statements

2009 disclosure financial statements means, the financial statements
disclosed byhe GTBin questionin
accordance with the Gas (Information
Disclsure) Regulations 1997 for the
disclosure yea009

A

ABAA meansaccountingbased allocation
approach, as described,im the case of

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

(b) regulated service asset valugs
clause2.1.3(2)
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ACAM

Act

actual allowable revenue

actual net allowable revenue

actual revenue

additional assets

adjusted tax value

adjustment process

aggregate closing RAB value for
additional assets

aggregate closing RAB value for
existing assets

aggregate opening RAB value for
additional assets

aggregate opening RAB value for
existing assets

allocation methodology type

allocator metric

2655759

meansavoidable cosallocation
methodology as described in clause
2.145;

means the Commerce Act 1986;

controllable opexrelates;
has the meaningpecified in clause

3.1.38)(d);

has the meaning specified in clause
3.1.38)(0) or 3.1.38)(h), as applicable

has the meaning specified in clause
3.1.38)(e);

means assets of @TBwhich are not
existing assetsind are forecast to be
commissioned

has the same meaning as in tta
depreciation rules

has the meaning specified in clause
2.2.1(2)

means the amount determined in
accordancewith clause4.2.1(5)

means the amount determined in
accordancewith clause4.2.1(3)

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

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

meansone of ACAM ABAAor OVABAA

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

(@) gas transmission services
(b)  where applicable, eacbther
regulated serviceand
(c)  where applicablegach

unregulated service



allocatortype

allewablenotional revenue

allowable revenue before tax

clovnccopbo b lio o

alternative depreciation method

amalgamate

arm's-length deduction
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meansthe basis for the attribution or
allocation of aroperating costor
regulated serviceasset valueo gas
transmission serviceand other
regulated servicegviz.'directly
attributable’, ‘causal or ‘proxy’;

. L o
3114

means allowable revenue before tax as
determined by theCommission

L
o Q .
L g l
j . ) 4 .
; . PEFatig fied as
connellable

means alepreciationmethod which is
not the standarddepreciation method

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

means in respect ef

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

(b)  regulated service asset values
not directly attributable, the
amount ofregulated service
asset valuesn respect of assets
used bya GTBin the supplyof
unregulated service$or which a
recoupment ofcapital costshas
beenmade by theGTBIn an
arm's-length transaction

in respect of which th&TBwishes
account to be taken for cost allocation
purposes
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arm's-length transaction

assessmenperiod

asset adjustment process

assetallocator

assetcategory

assetlife
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meansa dealing otransaction thatdoes
not -

(@)  includetermsthat parties in
their respective positions would
usually omit; and

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

if the parties were

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

(d) acting independently; and

(e) each acting in its own best
interests;

means theperiod between the end of
the most recentdisclosure yeaprior to
submission of th&€€PPRapplicationin
guestionand theGTB'santicipated
commencement date of th€PPR
assuminghat-

(@) the CPP applicatioms neither
discontinued in accordance with
s 53S of théAct nor deferred in
accordance with s 537 of the
Act; and

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

has the meaning specified in clause
2.2.1,

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

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

has the meaningpecified inSchedule D

meansa finite period in respect of an
asset being

11



auditor

average debt premium
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(@)
(b)

means

(@)

(b)

its physical asset lifeor

where an alternativeasset life to
the physical asset lifés sought
for the purpose of £&PP
pursuant to clause
5.5.1032)(db), the alternative
asset life determined pursuant
to clauses.3.8

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

in all other cases, personwho-

0] isqualified for
appointment as auditor
of a company under the
Companies Act 1993;

(i) isindependent and

where theGTBis aCPP
applicant

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

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

(V) has not provided
opinions or advice (other
than in relation to audit
reports) on the
methodologies or
processes used or to be
used in compiling the
information in the
proposal; and

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

has the meaning specified in, and is the

amount determinedn acordance with

(a)

Part 2, clause 2.4.4(2); and

12



base year

(b) Part 4, clause 4.4.4(2);

meansthe disclosure yeaselected by
the Commission

building blocksallowable revenue after taxmeans the amountletermined in

building blocksallowable revenue
before tax
business

businessday

capex
capex forecast

capex washup adjustment

capital contributions

2655759

accordance with claus&3.3

means the amount determined in
accordance with clausg3.2

has thesamemeaningasdefinedin s 2
of the Act

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

meanscapital expenditure

means the part of th&CPRproposal
provided pursuant to clausg.5.24 that
forecastscapexfor the next period,

means the amount that is the difference

between the revenues for BPP
regulatory periodor CPP regulatory
period using the actual values of
commissionedassets for a prior
requlatory periodand the revenues
using forecastommissionedassets
applied by theCommissionwvhen setting
prices and is calculated in accordance
with clause 3.1.3);

means for the purpose of

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

(b) Part 4 money or the monetary
value of other consideration to
be charged to or received from
consumersor other parties for

13



capital costs

capital expenditure
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the purposes of asset
construction acquisitioror
enhancementand

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

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

means costsfor the purposes of

(a Part2

(i)

(i)
(b) Part4
(i)
(i)
(c) Parts

(i)

incurred in the
acquisition or
development of an asset
that is, or is intended to
be,commissioned and
that are orare intended
to be included in the
value of commissioned
asset

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

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

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

14



catastrophicevent

catastrophic event allowance

causalrelationship

2655759

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

has the meaning specified,ifor the
purposes ot

(a) Pat4, clause 46.1; and
(b) Part5, clauses.7.1,

means the amount determined by the
Commissiorforc

(a) additional net costs (over and
above those provided for in a
DPP determinatioror CPP
determination) prudently
incurred by a&5TBin responding
to acatastrophic event other
than costs that are foregone
revenue;and

(b) passthrough costsand
recoverable costshe GTBwas
permitted to recover under the
applicableDPP _determinatioror
CPP determinatiorthrough
prices but did not recover due
to acatastrophic event

incurred in or relating to the period
between acatastrophic eveni@and the
effective date of an amendment to the
DPPor CPHollowing reconsideration of
the price-quality pathunder clause
4.5.41)()or clause 5.77(2)(a)

means, in relation te

(@)  operating costsa circumstance
in which a cost driver leads to an
operating costbeing incurred

15



changeevent

closingRAB value

closing tax losses

closingworks under construction

Commission

commissioned

commissioningdate

committed

2655759

during the 18 month period
terminating on the last day of
the disclosure yeain respect of
which the cost allocation is
carried out and

(b)  regulated service asset valuga
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 ot

(a) Pat4, clause 4.5.2; and
(b) Part5, clauses.7.2

meansthe value determined in
accordance withfor the purpose of

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

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

(@) Part2,clause2.3.2(4)
(b) Part 4,clause4.3.2(3)(b) and
(c) Part5,clause5.3.14(5)

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

has thesamemeaningas definedn s 2
of the Act;

means used bg GTBto providegas
transmission serviceand commission
shall be construed accordingly

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

means, in respect of project or
programme one that hageceived all
approvals internal and external to the
GTBthat are required in order for work
on theproject or programmeto
commence;



consumer
contingent project

corporatetax rate

. . )

costallocator

costof debt

CPI
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has thesamemeaningas definedn s
2(1) of theGasAct 1992

has the meaningpecified in clause
5.7.3(1)

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

I . iiedi
purpose-of

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

meansthe amountspecified forrg in, for
the purpose of

(a) Part2,clause2.4.134); and
(b)  Part4and Part 5clause

4.4.132); and

means

(@)  subject to paragraplfbe), in
respectof-the December 2010
guarterand-subseguent
guarters;the consumer price

index stipulatedor each quarter
in the 'All Groups Index SE9A' as
published by Statistics New
Zealandand

{b)——subjectto-paragraplern
respectofeach-gquartaguriorto
the December 2010 guartethe
same-index-as-described in
paragraph(aymuitiplied-by-1:02;
and

{eYb) in respect of quarters prior to
any quarter in whiclthe rate of
GSTis amendedafter this
determination comes into forge

17



CPP
CPP applicant

CPP application

CPP determination

CPP inflation rate

CPP proposal

CPP regulatory period

current period

debt issuance costs

2655759

the same index as describau
paragraph(a), multiplied by the
Reserve Bank of New Zealand's
forecast change ithat index
(expressed as a decimabjising
from theamendment

means customised prieguality path;
meansa GTBwho-

(@) is preparing &PHRoroposat or
(b)  has made &PP proposahat
has not been determined

has the meaning specified in clause
5.1.1(2)

means aletermination of aCPHn
relation togas transmission services
made by theCommissiorunders52P of
the Act;

has the meaning specified in clause

5.3.49);

means a proposahade bya GTBto the
Commissiorfor aCPRcomprising the
information specified ifPart 5 Subpart
S5

means

(@) inrelation to aCPP proposal
the 5 disclosure yearsollowing
the assessment periogand

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

meansthe 5disclosure yearpreceding
the disclosureyearin which theCPP
applicationis submitted,;

meanscosis associated with the

issuance of debt ba supplier(including
but not limited to,arrangement fees,

legal fees, brokerage, advertising, credit
rating fees, reqistry costs, listing fees,
syndicate fees, trustee fees, facility fees,
line fees, roadshow and marketing costs,
paying agency feemnd any fee or

18



debt premium

debt premium reference year

demandgroup

depreciation
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premium incurred irentering irto an
interest rate or crosgurrency

derivative);

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

clause 2.4.4) forthepurpose-of

means a 12 month period ending on 28
February;
Exampledebt premium
reference yea016 meanghe
twelve month period ending 28
February2016;

means a pricing categofyrespective of
the pricing methodology usedhat;+a
tho-cesoof

(@) VMectorlLimitedthathas a
discrete rate of growth in the
demand forgas transmission
servicesover theCPP regulatory
period; or

. ntor
E;;anue_lfa. ssl aeh Eig“"[el'} POIRLO

(b)  isMau-Developmentbimited,

applicable to shippers of gas on

theMaui-Development Limited's

network;

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 determined in accordance
with, for the purpose of

(a) Part2clause2.2.5(2)

19



directly attributable

(b)

Part 4 clause4.2.2(2) and

(c) Part5clauses.3.7(2)
depreciation temporary differences hasthe meaning specified, for the

purpose of

(@) Part 2 clause2.3.5(2)

(b) Part 4 clause4.3.3 and

(c) Part5clause5.3.16(2)
designatedindividual meansan individuawho is

(@) independent and

(b)  engaged or instructed by a

(@

(b)

director
(@)
(b)
(©
(d)
2655759

personfalling within paragraph
(a) of the definition of verifieto
verify (n accordancavith
Schedule §part or all of the
CPP proposakhich thatperson
Is engaged to verify

means, in relation to

operating costswholly and
solely incurred by th&TBin or
in relation to itssupplyof one
regulatedservice and
regulated serviceasset values
wholly and solely related to an
asset used by th&TBin or in
relation to itssupplyof one
regulated service

means, in the case efGTBthat is-

acompany(as ‘company' is

defined in s 2 of the Companies

Act 1993)an individual
occupyinghe position of
director of the GTB by whatever
name that position is called

a partnership (other than a
special partnership), a partner,
a special partnership, a geradr
partner; and

any other body corporate or
unincorporatel body, an
individualoccupying a position
in the body that is comparable
with that of director of a
compary;,
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disclosure year shall be construed asZ month period
ending on the datespecified in

whilst they-are-inforce the Gas

E . el ; lations
1997- or

thereafter-an |D determination

as the last date in the period to which
annual disclosure relatesave-thatin
relationto-Maui-Development-Limited,
"diselostrayaal followed bya specified
calendaryearmeans-the preceding
calendaryearto-that specified
Examplepnderclause-6(2)of the-Gas
{nformation-Disclosure) Regulations
1997 a pipeline-ownerthatis a
B e e ol
statements-inrespectof the 12 month
period-ending-on-the balance date of the
companyas-dofinedbythe-Faancial
Reporting-At1993-—Untilvherean ID
determination provides that disclosure
isrequired bymade,—disclosure-yedior
a GTIBin respect of the annual period
endinghatis-a-company-witabalance
date-ef31 March thenmeans-12-menth
period-ending-on-31t March—and
'disclosure yeak010d, in respect of the
GTB meansthe 12 month period ending
on31Marc010| VR WRA & Of 2 & dzNB
2017Q Y SHe sasiefor-Mauli
Development Limited,forwhom-the
reference-isto-thd2 month period
endingon 31 Marchi31-December
201708;

disposedasset means for the purpose of

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

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

document

DPP

DPP determination

DPP regulatory period

easement

easementland

EDB

engineer

error event

2655759

) sold or transferred but is
not alost asset or

(i) forecast to be sold or
transferred

has the same meaning as 'network’ is
defined in the Gas Distribwin Services
Input MethodologiesDetermination
2012;

has thesamemeaningas definedn s 2
of the Act;

meansdefault pricequality path;

meansDPPdetermination in relation to
gas transmission servicesade by the
Commissiorunders52P of theAct;

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;

has the same meaning as in the
Electricity Dstribution Input
MethodologiesDetermination2012;

meansan individualwho is-

(@) achartered professional
engineer as defined in sd@ the
Chartered Professional
Engineerf New Zealand\ct
2002

(b)  acting in that professional
capacity; and

(c) independent

hasthe meaning specified jrior the
purpose of

(@) Part4clause4.53(1)%; and
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excludedasset

existing assets

expenditure objective

false or misleading information

finance lease

fixed life easement

forecast aggregate value of
commissioned assets

(b) Part5h, claus®.7.51);
means an asset that-is

(@)  notusedto supplygas
transmission serviceas on the
last day of thalisclosure year
2009;

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

(c) easement land

means assets of @TBfor which an
aggregateclosingRABvaluefor existing
assetsis calculated for thdaseyear;

means objective thatapital
expenditureandoperating expenditure

reflect the efficient costs that a prudent

non-exemptGTBwould require to

(@) meet or manage the expected
demand forgas transmission
services at appropriate service
standards, during th€PP
regulatory periodand over the
longer term; and

(b)  comply with apgtable
regulatory obligations
associated with thoseervices

has the meaning specified in clause

4.5.5(3);

has the same meaning as undeAAP

means areasementthat-

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

means the amount determined in
accordancewvith clause4.2.5

forecast aggregate value of disposed asseateans the amount determined in

forecast allowable revenue

2655759

accordancewvith clause4.2.6

meansan amountspecifiedin clause

3.1.14);
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forecast allowable revenuas a function

means a value specified in clause

of demand

forecast CPI

2655759

3.1.1(5);

meansthe amountspecifiedin, for the
purpose of Part 3 and Part 8lause

3.1.18);
—forthe purpose-of
Part 4 for

24



forecast CPI for CPP revaluation

forecast CPI for DPP revaluation

forecast net allowable revenue

forecastoperating expenditure

2655759

E

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

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

meansa value specified in accordance
with clause 3.1.8)or 3.1.1(7), as

applicable

has the meaning specified in clause
5.3.2(7)
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forecastregulatory tax allowance

forecast revenudrom prices

forecast value of commissioned asset

found asset

GAAP

gas transmission services

GPB

GST

GTB

highly probable

2655759

has the meaning specified in clause
5.3.13

means an amount specified in clause
3.1.1(3);

means the value determined in
accordance with clause.3.11;

has the meaning specified in clause
2.2.12(1)

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

means anygas pipelineservices (as
definedin s 55A of théAct) supplied
acrossa network;

means GDB (as 'GDB' is defined in the
Gas Distributin Input Methodologies
Determination2012) orGTB

has thesamemeaningas definedn sYA
1 of the Income Tax Act 20@5
amended from time to time, and any
equivalent legislation that supplements
or replaces thatefinition;

means supplier ofjlas transmission
services

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

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

(b)  the GTBis taking active steps to
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ID determination

identifiable nornrmonetary asset

identified programme

includedasset

includedvalue

. o

independent

2655759

® locate a buyefor the
assets and
(i)  complete the plan

referred to in paragraplifa);

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

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

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

means an information disclosure
determination in relation tca GTBmade
by the Commissiorunders52P of the
Act;

has the same meaning as undeAAP
save that goodwill is excluded;

meansa project or programmethat the
GTBintends to undertakealuring the
next periodand which is selected by the
verifier for detailed assessment in
accordance with clause G4kBs-the

: fiodincl _
means an asset whichs a result of the
asset adjustment processs designated
as 'included'

means valuassigned t@nincluded
asset

means-theamountdetermined-in
meansneitherin a relationship withnor
having an interest in, th&TBin

guestion that is likely to involve him her
or itin a conflict of interesbetween his,

her or its dities to theGTBand his, her
or its duties to theCommission
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infla

initial RAB

initial RABvalue

input methodology

investmentgrade credit rated

land

leverage

levy

line item

2655759

. — o
3.3.1(5)

has the meaning specified in clause
2.2.2

meansvalue ofof an asset in thénitial
RABdetermined in accordance with
clause2.2.3(3)

has thesamemeaningas definedn s
52C of theAct,

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

excludessasements

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

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

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

(@ on-

) GTB alone; or

(i) a class of persons (other
than the general public
or businessesn general)
that includesGTB; or

(b)  inrelation togas transmission
services

means, irrespect of

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

(b)  costs agroup ofoperating costs
within anopex categoryfor
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which the sameost allocatoris
used to allocatghem,

to gas transmission servicesndother
regulated services

local authority has the sameneaning aslefinedin s
5(1) of the Local Government Act 2002;
lost asset means arasset
(@  notincluded in thanitial RAB
and

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

but determined by theGTBin that
disclosure yeanever to have been used
to providegas transmission services

M
major transaction has the meaning specified in, for the
purpose of

(a) Part 4, clause 4.5.4; and
(b) Part 5, clause 5.7.6

maximumallowable revenueafter tax means the amount determined in
accordance with clause.3.4

maximumallowable revenue before tax means the amountietermined 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 mieboint estimate of
posttax WACCasestimated in
accordancewith clause 4.4.1);

(c) Part 4, the miepoint estimate
of-
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modified value

multi-rate PIE

NelsonSiegelSvensson approach

negativetemporary differences

network

network spare

2655759

() vanillaWACCas
estimated in accordance
with clause4.4.1(1); and

(i) posttax WACQGas
estimated in accordance
with clause 4.4.1(2),

as the case may be;

y icboi . ¢
vanilaWACHora-

{h——3-yearperiod;

.. iod

(E'I'I)'f Hyeas |@g|_|;gll7 °
as-the-case-may-baseach-is
estimated-in-accordance-with
clayse5-3-18

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

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

has the meaning specified in clause
2.4.40);

means the amount determined in
accordance wh clause5.3.16(5)

meansthe high pressure transmission
pipeline systems under the control of
one personbetween the place where
gas enters those transmission pipeline
systems (commonly referred to as a
'receipt point’) and the place where gas
exits them, provided that wherthe
place of exit is a delivery point to a
distribution network owned by the
samepersonwho owns the
transmission pipeline system in
guestion,the delivery point is the place
specified by thaperson

meansan asset that is held by GTBto
replace any other asset it holds should
that other asset be withdrawn from use
owing to failure or damage,;
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next period

notional deductible interest

openingRAB value

openingtax losses

openingworks under construction

operatingcost

2655759

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

means for the purpose of

(@)  Part 4,the amount specified in
clause4.3.4

(b) Part 5the amountdetermined
in accordance with clause
5.3.13(5)

. — .
3.1.145)

meansthe value determined in
accordance withfor the purpose of

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

means the amount determined in
accordance withfor the purpose of,

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

has the meaning specified in clause
5.3.12(1)

meansa costincurred by theGTBIn
guestionrelating tothe supplyof-

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

and excludes

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

an asset bYsAAP

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

(e)  debtissuance costs

{e)(f) _passthrough costs and
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operating expenditure

opex
opexcategory
opexforecast

other regulated income

2655759

() recoverable costsand
(h) distribution of profitsto

consumers

~for the purpose of

(@)

(b)

Part 4, meansthe value of
operating costsattributable to
gastransmissionservices
supplied by &5TBwhich are
forecast to be incurredh the
disclosure yeain question as
determined by theCommission
and

Part 5, meansoperating costs
after application ottlause5.3.5

meansoperating expenditure

has the meaning specified 8chedule D

means the part of £PP proposal
provided pursuant to clause.5.24that
forecastsoperating expenditurefor the
next period;

~for the pupose of;

(a)

Part 3, means income associated

with the supply ofgas
transmission servicesther
than-

(i) throughprices

(i) investmentrelated
income;

(i) capital contributions; or

(iv)  vested assetsand

aYb) Part4, means forecast income

associated with the supply of
gas transmission servicasther
than-

® throughprices

(i) investmentrelated
income;

(i) capital contributions or

(iv) vested assets

asdeterminedby the
Commissionand
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| I . ified

other regulated service meansaregulated serviceother than
gas transmission servicesuppliedby
the GTBin question

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

OVABAA allocation increase means, in respect adither or both

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

not directly attributable, as the case
may be, allocated tgas transmission
services the dollar differencebetween
the amount determined pursuant to the
last application of claus®2.154(7)(c)

and the application of clause
2.154(2)(a)or 2.154(3)(a) as the case

may be;
P
passthrough cost has the meaning specified in clause
3.1.2(1)
permanentdifferences meansthe amount determined in

accordance withfor the purpose of

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

person has thesamemeaningas definedn s 2
of the Act;

physical asset life has the meaning specified in clause
2.2.8

positive temporary differences means the amount determined in

accordance witltlause5.3.16(4)

prescribed investor rate has the same meaning as defined in the
Income Tax Act 2007 or any subsequent
legislation that supplements or replaces
the provisionsrelating to prescribed
investorrate in the Income Tax Act
2007;

prices has the meaning specified in clause

3.1.106);
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pricing principles

pricing year

programme

project

proxy asset allocator

proxy cost allocator

qualifying debt

2655759

Q

means the principles specified in clause

2.5.2

meansa 12 month period ending on 30

September in thdPPregulatory period

or CPP requlatory periotbr which a

GTBsets itsprices

means a group of relateprojectswith a
commonN purpose;

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

means a proportion of a quantifiable
measure

(@

(b)

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

means a proportion of a quantifiable
measure

(@)

(b)

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

has the meaning specified in, for the

urpose of

Part 2, clause 2.4.7(1and

@
(b)

Part 4, clause 4.4.10(1);
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qualifying issuer means a New Zealand resident limited
liability company

(@ that-

® 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-

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

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

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

gualifying 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 meaning specified,ifor the
purpose of

(a) Part 2, clause 2.4.7(2and

(b) Part 4, clause 4.4.10(Ba+t-2,
Shabeez 4000 g
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quantity

recoverablecost

regulated goods or services

regulatedservice

regulatedservice asset value

2655759

R

has the meaning, for the purpose of Part

3, specified in clause 3.1110);

has themeaning specifieth clause
3.1.3

has thesamemeaningas defired in s
52C of theAct,

means aype ofservicesuppliedby a
GTBpursuant to thesupplyof a
regulated good or servicavhich,for
the avoidance of doubt, inclugghe
followingtypes ofservices

(@) gas transmission services

(b)  gas distribution serviceas
defined in the Gas Distribution
Services Input Methodologies
Determination2012; and

(c) electricity distributionservices
as defined in theélectricity
DistributionServicesinput
MethodologiesDetermination
2012);

means in respect ofan asset
(@) used byaGTBin 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 servicessagas
transmissionservice

(i) inthe disclosureyear
2009, itsunallocated
initial RAB valueand

(iv)  inall otherdisclosure
years its unallocated
closing RAB valuand

(b)  usedbyaGTBonlyin the supply
of-
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regulated supplier

regulatoryinvestment value

regulatory net taxable income

regulatory period

regulatory profit / (loss) before tax

regulatory tax allowance

regulatory taxable income

2655759

) one or moreother
regulated serviceor

(i) one or moreother
regulated serviceand
one or moreunregulated
service

in-

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

(iv)  all otherdisclosure

years its unallocated
closing RAB value,

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(3)

hasthe meaning specified jrfor the
purpose of

(@) Part2 clause2.3.1(2)
(b) Part 4,clause4.3.1(2) and
(c) Part§clauses.3.13(2)

means the regulatory period for
default/customisedprice-quality
regulation applicable ta GTBas

specified in a determination made under
s 52P of théAct;

hasthe meaning specified jrfor the
purpose of

(@) Part2 clause2.3.1(4)
(b) Part 4, clausé.3.1(4) and
(c) Part5 clauses.3.13(4)

has themeaningspecified, for the
purpose of

(@) Part2,clase2.3.1 and
(b) Part4, claus4.3.%,

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

regulatorytemplates

related party

remaining asset life

remaining asset life for additional assets

remaining asset life for existing assets

revaluation

revaluationrate

revenue foregone

revenue reduction percentage

revenue washup draw downamount

2655759

(@) Part2 clause2.3.1(3)
(b) Part 4, clausd.3.1(3) and
(c) Part§ clauses.3.13(3)

hasthe meaning specified jrfor the
purpose of

(@) Part2 clause2.3.6 and
(b) Part 5 clauses.3.17,

has the meaing specified irtlause
5.5.24(2)

means

(@) apersonthat, in accordance
with GAAR is related to theGTB
in question or

any part of theGTBin question
that does notsupplygas

transmission services

(b)

means he term remaining of an asset's
asset lifeat the commencement of the
disclosure yearn question;

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

has themeaningspecified in clause
4.2.2(3)(a)

meansthe amount determined in
accordance withfor the purpose of

(@) Part2,clause2.2.9(2)
(b) Part 4 clause4.2.3(2) and
(c) Parth, claus&.3.10(2)

which, for the avoidnce of doubt, may
be a negative number;

hasthe meaning specified jrfor the
purpose of

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

has the meamq specified in clause
3.1.38)(f):

has the meaningpecified in clause

has the meaning specified in clause

3.1.38)());
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reversalandreverse have the same meanings as under
GAAP;

S

selection rationale 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

services has thesamemeaningas definedn s 2
of the Act;
standard depreciatiormethod means in respect of an asset whose

remaining asset lifeés the term
remaining of itgphysical asset lifat the
commencement of thalisclosure year
in question,method specified inclause
5.3.7excludng anymethodreferred to
in the whole clauses to whiclelause
5.3.7is subject;

standarderror means estimated standard deviation;

standard physical asset life meanslife for an asset as specified in
Schedule A

supply has thesamemeaningas definedn s 2

of the Act, andsuppliedmustbe
construed accordingly

T

tax depreciation rules means thetax rulesthat relate to the
determination of depreciation
allowances for tax purposes

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

tax rules means the rulespplicable toa GTBfor

determining income taypayablein the
Income Tax Act 2007 (as amended from
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temporary differences

term credit spread difference

term credit spread differential

term credit spread differential allowance

total depreciation

total opening RAB value

total revaluation

2655759

time to time, and any equivalent
preceding legislation, or arsubsequent
legislation that supplements or replaces
that Act),

means theamountdetermined in
accordance withfor the purpose of

(@) Part2 clause2.3.5 and
(b) Part 2 clauses.3.16

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

(a) Part 2and Part 5clause

2.4.91); and
(b) Part 4, clause 4.4(9);

a)—Part 2 clause2.4.10-and

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

(a)

Part 2and Part 5clause

2.4.9(3):and

(b) Part4, clause 4.4.8\1

~for the purposeof-

(@) Part 2 andPart5, meanghe
sum ofterm credit spread
differentials; and

(b)  Part 4 meansthe amount
determined in accordance with
clause4.4.79(2);

means for the purpose of

(@) Part 2 and Part 3he sum of
depreciationfor all assets; and

(b)  Part 4, the value determineith

accordance witltlause4.2.2

~for the purpose of
(a)

Part 4,the amountdetermined
in accordance with clause
4.2.1(1) and

Part 5,has themeaning

specified in clausb.3.6(7)

(b)

means for the purpose of
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transitional pricing methodology

trigger event

unallocated closing RAB value

unallocated depreciation

unallocated initial RAB value

unallocated opening RAB value

unallocated revaluation

unduly deterred
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(@) Part 2and Part 5the sumof
revaluationfor all assets; and

(b)  Part 4, the valueleterminedin
accordance witttlause4.2.3

has the meaimg specified in clause
5.4.1(3)

has the meaningpecifiedin clause
5.7.3(3)

meansvalue determined in accordance
with, for the purpose of

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

means, in relation to disclosure year

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

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

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

meansvalue determined in accordance
with, for the purpose of

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

meansamount determined in
accordance withfor the purpose of

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

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

(@) operating costsnot directly
attributable; and

(b) regulated service asset valuemt
directly attributable,
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unforeseen project

unregulatedservice

value modified asset

value of commissioned asset

valueof found asset

valuer

2655759

Vv

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

(c) discontinued; or
(d)  not provided,

and unduly deter must be construed
accordingly

has the meaningpecifiedin clause
5.7.4

meansany good or servicsuppliedby
the GTBthat is notaregulatedservice
utilised tax lossegneansthe amount
determined in accordance witHor the
purpose of

(@) Part2clause2.3.2
(b) Part4, clausd.3.2(1) and
(c) Part5clauses.3.14

means an asset which, as a result of the

asset adjustment processs designated
as'value modifiedtype;

meansthe value determined in
accordance with claus2.2.11;

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

means an individual who

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

(b)  holds a current practising
certificate issued by

(1 the Property Institute of
New Zealand; or

(i)  the New Zealand
Institute of Valuers;
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vanillaNZ$ denominated bonds

verification report

verifier

vested asset

WACC
WACC change

wash-up account

wash-up amount

working day
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(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 witlfschedule &

means
(a) apersonwho-

0] iIsindependent and

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

(b)  adesignated individuabf a
persondescribed in paragraph

()

meansan asset associated with the
supplyof gas transmissiorservices
received by &5TB

(@)  without provision of
consideration; or

(b)  with provision of nominal
consideration;

meansweightedaverage cost of capital;

means an event described in clause
5.7.7(4),

means a memorandum account
maintained by a5TBto recordeach
item specified in clausex1.3F)(b)-(d);

has the meaning specified alause

3.1.38)(a);

has thesamemeaningas definedn s 2
of the Act; and
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worksunder construction
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means arasset or a collection ofassets
that-

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

(b)  has not beercommissioned
and

(c) the GTBintends tocommission
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PART 2 INPUT METHODOLOGH3R INFORMATION
DISCLOSURE

SUBPART Tost allocation

2.1.1 Cost allocation process
(1)  Any

(a) operating costsand
(b) regulated serviceasset values

that aredirectly attributable to gastransmission servicesuppliedby the GTBmust
be allocated tgyas transmission services

(2) Any
(a) operating costsand
(b) regulated service asset values

that aredirectly attributable to anyother regulated servicesuppliedby the GTB
must be allocated to thether regulated servicéo which they aredirectly
attributable.

(3) Anyoperating costsandregulated service assetaluesthat are not allocated in
accordance with subclausél) and(2) mustbe allocated tagas transmission
servicesandother regulatedservicesusing, at the supplier's electien

(a) ABAAor
(b) OVABAA

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

(a) _operating costghat may be allocated tgas transmission servicesd
other regulated servicesn aggregatemust not exceed the total value
of operating costsand

(b) _requlated servicaasset valueghat may be allocated tgas
transmission serviceandother regulated servicesn aggregatemust
not exceed the totatequlated servicaasset values

that would be allocated tgas transmission servicemdother requlated servicesin
aggregate, usindCAMin accordance with clause 2.1.5

2.1.2 Allocation constraints
(1) For the avoidance of doubt, all allocations of

(a) operating costsand
(b) reqgulated serviceasset values

not directly attributable to other requlated servicesuppliedby the GTBmust be
consistent with allocations made in accordance viithut methodologiesrelating to
cost allocation applying to thosgher requlated services

(2)  Where theOVABAAS applied to botloperating costaot directly attributable and
requlated serviceasset valueshot directly attributable, the combined amount of
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such costs and valudbat is reallocatedin accordance with clause 2.15) must not
exceed the amount required to ensure that tharequlated services notunduly
deterred.

(3) __ For the avoidance of dibt, after application of thiSubpart, notwithstanding
anything else that may suggest otherwise, eachegulated servicanust bear at
least the totat

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

directly attributable to that unrequlated service

2655759
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2.1.3 Accountingbased allocation approadABAA)

(1) Cost allocatorsnust be usedo allocateoperating costsnot directly attributable,
lessanyarm's-length deduction, to-

(&) gas transmission serviceand
(b) other regulated services

(2) Asset allocatorsnust be used to allocateegulated serviceasset valuesot directly

attributable, lessanyarm's-length deduction, to-
(&) gas transmission serviceand
(b) other regulated servics.

(3)  Where aGTBuses groxy cost allocatoifor the purposes of subclause (1) opi@xy
asset allocatorfor the purposes of subclause (2), t88B must, in accordance with
the requirements in the relevardlD determination explain why aausal relationship
cannot be established.

(4)  Where aGTBuses groxy cost allocatoifor the purposes of subclause (1), tBdB
must, in accordance with the requirements in the relevidtdetermination explain
the rationale forthe quantifiable measureisedfor that proxy @st allocator.

(5) Where aGTBuses aproxy asset allocatofor the purposes of subclause (2), t&adB

must, in accordance with the requirements in the relevihtdetermination explain
the rationale forthe quantifiable measureisedfor that proxy assetallocator.
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2152.1.4  Optional variation to accountingased allocatiompproach(OVABAA)

(1)

(2)

3)

(4)

()

(6)

This clauseappliesto the allocation of

(&) onlyoperating costsot directly attributable;

(b) onlyregulated serviceasset valuesiot directly attributable; or

(c) operating costanot directly attributable andregulated serviceasset
valuesnot directly attributable.;

Operating costanot directly attributable less anyarm's-length deductionmust be
initially allocated te

(@) gas transmission services
(b) other regulated servicesand
(c) eachunregulatedservice

usingcost allocators

Regulated servicaasset valuesiot directly attributable less anyarm's-length
deductionmust beinitially allocated te

(@) gas transmission services
(b) other regulated servics, and
(c) eachunregulated service

usingassetallocators

Where, after application obubclauses (2)(c), (3)(c) or both,@regulated service
would-

{a)—subclause)(c)
{b)—subclause(3)(c)-or
{e)—subclaused2)c)ane(3)e}

anunregulated servicavould-
{eh(a)be unduly deterred subclaus€5) applies and
fe)Xb)not beunduly deterred the allocation ofeither or both of

(i) operating cost:ot directly attributable; and
(i) regulated servicaasset valuesiot directly attributable

as-the-case-may-baust remain as carried ouh accordance witleither
or both ofsubclauss (2)(c)and (3)(c)as-the-case-may-he

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)}as-the-case-may-bmaybe

reduced to the amount at whicthe unregulated servicavould no longer beinduly
deterred.

For the avoidance of doubt, thedjusted amountsletermined in accordance with
subclausd5) must betreated as the share of either or both, as the case may be, of
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(&) operating costsand
(b) regulated serviceasset values

not directly attributable to be borne by tle unregulated servicen question

(7)  The adjusted amounts determined in accordance with subel@l)smust be
deducted from either or both the

(@) operating costsnot directly attributable; and
(b) regulated serviceasset valuesot directly attributable,

as-the-case-may-btn which subclaus€?) or (3) applied after anyarm's-length

deductionwasmade,and the remainingosts orvalues reallocated between

(c) gas transmission services
(d) otherregulated servics; and
(e) each remaininginregulated service

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

(&) operating costsand
(b) regulated serviceasset values

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
(@) Subclausg5)to anotherunregulated servicethe starting values ef

(i) operating costsand
(i) regulated serviceasset values

not directly attributable allocatedto that unregulated servicenust be
the valuesobtained in relation to thatinregulated serviceas a result of
the previous application of subclaué®; and

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

(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 dhoseservicesbeingunduly deterred

(11) For the avoidance of doubt, the reallocation undertaken in accordance with
subclausd7)is carried out by grossing up allocatipercentages used to make

allocations togas transmission servicesther regulated serviceand each remaining

unregulated servicdased on the sameost allocatorsor asset allocatorsas the
case may bgusedundersubclause$2) and(3), to take into acount theomission of
the allocaton percentagesor the unregulated servicgo which allocation has
already been made under subclau$g.
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2.1.5 Avoidable cost allocation methodology (ACAM)

(1)

In respect of

(2)

(a) operating costsand
(b) requlated service asset values

not directly attributable, less anyrm's-length deduction an assessment must be
made as to the proportion of each that would be ramoidable were th&sTBnot to
supplyunrequlated services

The amounts of nomavoidable

(3)

(a) operating costsor
(b) requlated sevice asset values

not directly attributable, assessed in accordance with subclause (1), must be
allocated torequlated servicesn aggregate.

Where theGTBsuppliesother requlated serviceshe amountsallocated in

accordance with subclause @ust be dlocatedto eachrequlated service supplied
by the GTBusing theABAA

21 6-Allocation-constraints

4 Forthe avoidance of doubt,allallocations of
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SUBPART 2sset valuation

2.2.1 Asset adjustment proceger setting initialRAB
(1) Asset adjustment process meatige process of assets

(&) beingdesignated as one of the following asset types:

() ‘'excluded:

@i)  'included’; or

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

(2)  Subject to subclausd8)to (6), under the asset adjustment processGTBmay elect
to undertake none, some or af the followingthings

(@) modify the value ofin asset owned by NGC Holdings Limited or a
subsidiary company thereof, which assetlesignatedas of 'value
modified’ type

(b) designateanasset exceptone ofthose described in subclaugé), used
by a GTBto supplygas transmission serviceas of 'included’ typgand

(c) correct thefollowingtypes oferror found ina GTBs asset register
where the error relatsto 2009 disclosd assets

() assets omitted in error, which assets atesignatedas of 'included'
type;

(i) assets included in erravhich assets are designated as of 'excluded

type; and

(i) assets allocated to the incorreasset categoryor given an
estimation of quantity, age, category or location now known to be
incorrect, which assets aaesignatedas of 'value modified' type;

(3) The modified value of an asset to which subcla{@éa)is applied igletermined by
adjusting itsvalue

(@) inrespect of an asset identifietd whichsubclaus€?2)(b)or (2)(c)was
appliedand valued pursuant to subclaués) or (6), as the case may be
or

(b) where neither subclaus@)(b)or (2)(c)was appliedincluded in ‘Nonr
Current Assets' in th2009disclosure financial statements

to the value it would have had as of the last day of disclosure year 2008ad

it been revalued to take account of changes in the consumer price index since

the first day of thedisclosure yeaR006 consistent with the ethod used by the
Commissionn its 'Gas Control Model' for the purposeanithorising thesupply

of services to which clause 5 of the Commerce (Control of Natural Gas Services)

Order 200%applies
(4) For the purpose of subclau¢2)(b) the assets are
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(@) 2009disclosed assets

(b) assets that were eligible to #009 disclosed assets;
(c) easementlandand

(d) intangible assetsunless they are

(i) finance leasesor
(i) identifiable nonrmonetary assets

(5) The included value of an asset to which subcla@3)is applied is

(a) its depreciated historic cost determined by applyagAPas of the last
day of thedisclosure yeaf009; or

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

(6) Theincluded valueor modified value as the case may be, of an asset to which
subclausg?)(c)is applied isletermined by

(a) taking its valuesubject to subclausg), that resulted, or for an omitted
asset, would have resulted, from application of tBas (Information
Disclosure) Regulations 198% ofthe date-

(i) the asset wadirst commissionedor

(i) that fixed assets wereost recently revaluedther than for the
sole purpose of accounting for inflatioanderthe Gas
(Information Disclosure) Regulati®i997

whichever is the later

(b) implemening the corrections or modificatiomrequired to account for
the mattersspecifiedin subclausg€2)(c)as the case may band

(c) adjusting that value to the value astbie last day of thalisclosure year
2009by taking account ef

() unallocated depreciatiorin accordance with thetandard
depreciation method where the total asset life used for the
purpose of that method is the total asset life used for the purpose
of the 2009 disclosure reportsaand

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

(7)  Where subclauséb)(a)(iiapplies, the value must be obtainedingthe revaluation
methodology that was appliedor would have been appliedh respect of that asset
as of the date in question.

2.2.2 Composition ofnitial RAB
Initial RABneans

(@) 2009 disclosed assetand
(b) included assets

less
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(c) excluded asseg
(d) intangible assetsunlesghey are

(i) finance leasesor
(i) identifiable nonrmonetary assetsand

(e) works under construction

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

(@) anincluded assebr value modified assetis itsincluded valueor
modified valug as the case may be
(b) any other assetis in the case of

(i) Maui Development Limited, its value used for the calculation of the
'‘Accounting Return on Total Assets' measlrethe 2009
disclosure financial statementsand

(i) any otherGTBits value included in 'Nofurrent Assets' in the
2009 disclosure financial statements

(2) For the purpose of subclaugg), where an asset ssedby aGTBin the supplyof-

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

where at least one of thoseegulated servicess agas transmission servigehe
unallocated initial RAB value is the value of the asset had no allocation of asset
valuerelevant to regulatory disclosurdgeen undertaken.

(3) Theinitial RAB valuef an assets determinedas the value allocated tgas
transmission serviceas a result of

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

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

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

(2) Unallocated closing RAB value meanthe case of

(@) afound assetitsvalueof found asset

(b) adisposed assetnil;

(c) alost assefnil;

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

unallocated opening RAB valuainallocated depreciationt
unallocated revaluationand

(e) any otherassethaving acommissioring datein the disclosure yeain
question itsvalue of commissioned asset
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®3)

(4)

2.2.5
(1)

(2)

3)

2.2.6

2.2.7

Opening RAB valuim respect ofan asset, is, for

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

Josing RAB valuyénrespect of an assets determinedas the value allocated tgas
transmission serviceas a result of

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

Depreciation

Unallocated @preciation, in the case of an asseth anunallocatedopening RAB
value, isdetermined subject tosubclausg€3) andclauses2.2.6and?2.2.7, in
accordance with the formuta

[1 +remaining asset lif¢ x unallocatedopening RABralue.

Depreciation, in the case of an assvith anopening RAB valugsdetermined
subject tosubclausg3)and clause.2.6 in accordance with the formula

[1 +remaining asset lif¢ x opening RAB value
For the purposeof subclauss(1)and(2)
(@) unallocated depreciation andepreciationarenil in the case of
() land;
(i) aneasementother than afixed life easementand

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

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

() unallocated depreciation ithe asset'sunallocated opening RAB
value; and
(i) depreciation ighe asset'opening RAB value

Depreciation alternativedeprecation method

Where,undera CPRin accordance with claude 3.8 analternative depreciation
method is applied to an assetinallocateddepreciationand depreciationfor that
asset, in respect of eaatisclosure yeaof the CPP regulatory perigdare
determined in accordance with thalternative depreciation method subject tq in
the case ofinallocated depreciatiorglause2.2.7.

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
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() intheinitial RAB its unallocatedinitial RAB valueor
(i) notin theinitial RAB, its value of commissioned assetr value of
found asset

2.2.8 Physical sset life
(1) Physical sset life meanssubject to subclausg2)anrd{4), in the case of

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

(b) an extended life assetr a refurbished asseits physical service life
potential asdetermined by theGTB

(c) areduced life assetts physical serge life potential asletermined by
anengineer, subject to subclaused);

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

(e) anonnetwork asset, its asset life as determined und@AAP

() an assebcquired or transferred from sequlatedsupplier, the asset
life that the vendor would have assigned to the asset at the end of its
disclosure yeahad the asset not been transferred;

(a) an assebcquired or transferred fromraentity other than aegulated

supplier.

() where a similar asset existhe asset lifeassignedo the similar
asset or

(i) where a similar asset does not exite physical service life
potential determined by amngineer, suhect to subclausé3);

fe)Yh)an assenot referred to inparagraphga)-(gd)-

(i) intheinitial RABand anincluded assetor
(i) notin theinitial RAB

and

(i) having astandard physical asset lifets standard physical asset
life;

(iv) not having astandard physicahsset life the asset lifeapplying to
an asset with amnallocated opening RAB valugat is similarin
terms of asset typgorand

(v) in all other casegtsthe physical servicéfe potential determined
by anengineer, subject to subclausg);

(i) anasset(other than a composite asset) not referred to in paragraphs
(a)(he), its remaining physical service life potente on the last day of
the disclosure yeaR009 as determineth accordance with the method
used to determine an allowance fdepreciationin the caseof-

() Maui Developmentimited for the calculation of the '"Accounting
Return on Total Assets' measdrie the 2009 disclosure financial
statements and

(i) all otherGTBsfor the purpose of th&2009 disclosure financial
statements
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fgX1) a compositeasset, the average asset life of the assets comprising it
determined in accordance with paragrapfac(if), with the
modification that each such asset life must be weighted with respect to
the proportion of its respectivepening RAB valuto the sum of he
opening RAB valuesf the components in the earlieslisclosure year
in which all component assets were held by (B€B

(2) For the purpose of subclaugt), physical asset life means, in the case of a dedicated
assetwhich is not expected to be used by tBd Bto providegas transmission
servicesbeyond the term of the fixed term agreement relating to the asset between
the GTBand theconsumer at the GTB'slection the term of that agreement instead
of the physicahsset life that would otherwise apply under that subclause.

| (3) For the purpose of subclauség(c)and (1)(he)(v), a determination made in
accordance with this clause by engineerof physical service life potential

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

(b) must be evidenced by a report written by tleagneerin question that
includes an acknowledgement by tbagineerthat the reportmay be
publicly disclosed by @TBpursuant to anD determination

{5)(4) In this clause

(@) ‘'dedicated asset' means an asset operated for the benefit of a particular
consumerpursuant to a fixed term agreement for ttsipply of gas
transmission servicebetweenthe GTBin questionand thatconsumer

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

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

(d) 'reduced life asset' means an asset determined by@iBto have a
physical service &fpotential shorter than itstandard physical asset
life; and

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

2.2.9 Revaluation

(1) Unallocated revaluation ihe amountdetermined, subject to subclausé€3), in
accordance with the formuta

unallocatedopening RAB valu& revaluation rate

(2) Revaluation ishe amountdetermined,subject to subclausé3), in accordance with
the formula
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opening RAB value revaluation rate
(3) For thepurposes of subclaus€$) and(2), where

(@) the asset'sphysicalasset lifeat the end of thedisclosure yeain
questionis 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*meansCPffor the quarterthat coincides with the end of the
precedingdisclosure year

2.2.10Revaluationtreated as income
Revaluation for the purpose of determining profitabilitynust be treated as income.

2.2.11Value of commissioned assets

(1) Value of commissioned assét relation to anasset (includingn assetn respect of
whichcapital contributionswere receivecr avested assef, ismeansthe cost of the
asset toa GTBdeterminedby applyingGAAPto the asset as on itsommissioning
date, except that subject to subclaus@), the cost of

(@) anintangible assetunless it is

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

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

(c) easement lands nil;
(d) anetwork spare

()  which is not requiredin light of the historical reliabilitgnd
numberof the assets it is held to replager

(i)  whose cost is not treated/holly asor part of the cost of an asset
under GAAR

is nil;
(e) anasset
() acquired from anotheregulated supplierand
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(i) used by thatregulated supplierin the supplyof regulated goods or
services

is limited to theunallocatedclosingperingRAB valuef the assetthat
would have appliedor the other regulated supplier had the asset not
beenacquiredby the GTBin the disclosure yeaof the requlated supplier

when the asset was transferress-onthe-the-day-before-the
commissioning-datdas 'unallocateatlosingpeningRAB value' is defined
in theinput methodologiesapplying to thesupplyof regulated goods or

services—supphedby theregulated supplie);

() anassetthat was previously used &/GTBin itssupplyof other
regulatedservicess limited to theunallocated opening RAB valoé
the assetin relation to thoseother regulated servicegs on the day
before thecommissioning dat€as 'unallocated opening RAB value' is
defined in theinput methodologiesapplying to theregulated goods or
services suppliedy theGTB;

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

(h) an asset in respect of whidapital contributionswere receivedvhere
such contributionslo not reduce the cost of the asseten applying
GAAR is the cost of the asset by agpig GAAPreduced by the amount
of the capital contributions and

(i) 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 theGTB

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

(@) applicable only in respect of the period commencomgthe date the
asset becomes waorks under constructiorandterminating onits
commissioning dateand

{by—calculatedusinga rate not greater than th6&TR) @eighted average of
borrowing costs for each applicaldésclosure yeak-subjectto

(3)  For the purposes of subclause(@)theW¢g SAIKGSR | gSNJF IS 27F
calculated for alisclosure yeausing principles set out iBAAPwhere

(a) the cost of financing rate is the weighted average of the costs
applicable to borrowings in respect chpexthat are outstanding
during thedisclosure year
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(b)

the total costs applicable to borrowings outstanding used in

(c)

calculating the weighted averageaust include costs of borrowings
made specifically for the purpose of any particudar

() capexprojects, or

(i) capexprogrammes and

the amount of borrowing costs capitalised during theclosure year

(d)

must not exceed the amount of borrowing costs incurredidarthe
disclosure year
if acapital contributionis received by &1B, the relevant asset

(e)

becomesworks under constructiorfor the purposes of calculatgthe
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 (gj,the value ofworks under constructions

(s))]

negative in accordance with subclau@) the cost of financing for the
period ending on theommissioning datewvill be negative
if the cost of financing an asset whichnierks under constructions

(h)

negative under subclause (f), it will reduce the vabfithe relevant
assetor assetdy that negative amount where such a reduction is not
otherwise made undeGAAP

for the purpose of subclausd)( works under constructiorincludes

(i)

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

constructionand ishoth-

() negative; and

(i) included in regulatory income under &b determination

it will not reduce thevalueof the relevant asset or assets whesach

reduction isnot otherwisemade undeiGAAP.
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(4) For the avoidance of doubt

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

(b) where expenditue on an assevhich forms part of the cost of that
asset undelGAARSs incurred by &TBafter that asset was
commissioned such expenditure is treated as relating to a separate
asset.

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

(@) the price paid by th&TB for the asset, where the cost of all assets
acquired from the related party firslommissionedn that disclosure
yearis less thag

(i) one percent of the sum ajpening RAB value®r the GTB for that
disclosure yearor

(i)  20% of the cost of all assets first commissioned byGARin that
disclosure year

(b) the price paid by th&sTB for the asset, where

() atleast50% of theelated partyQa al f Sa 2F | aasdia |1
parties, and third parties may purchase the same or substantially
similar assets from theelated partyon substantially the same
terms and conditions, including price; or

(i)  that price is submntially the same as the price paid for
substantially similar assets (including any adjustments for inflation
using CPI or other appropriate input price index) in the preceding 3
disclosure yeas from a party other than eelated party;

(c) the price paid byhe GTBto the related partyfollowing a competitive
tender process, provided that

(i) the price is no more than 5% higher than the price of the lowest
conforming tender received,

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

(i) at least one other qualifying proposal was received; and

(iv) the GTBretains for a period of 7 years following the closing date of
tender proposals a record of the tender and tender process,
including requestdr information and/or proposal, the criteria used
for the assessment of proposals, reasons for acceptance or
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rejection of proposals, and all proposals and requests for
information on the tender for the purposes of making proposals;

(d) its depreciated historicost on the day before the acquisition by the
GB determinedin accordance witlGAAPR

(e) itsinventory valuen the day before the acqutgn by theGTB
determined in accordance witBAAP

() its market value as at isommissioning dateas determined by a
valuer;

(g) its directly attributable cost as would be incurred by the group to which
the GTBandrelated partyare a part, determined in accordance with
GAAR as if the consolidated group was t&aB;

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

(i) the price cannot otherwise be determined under paragraphs;(a)
(9), and
(i)  no fewer than Airectorsof the GTB provide a written certification
that they are satisfied that the price of any assets determined in
accordance with this paragraph reflect the pricepoices for those
FaasSida GKIFG ¢2dz Rledgh ravdB@GAo@SR Ay |
(i) nil
2.2.12Value of found assets
(1) Found asset means, in relation talesclosure yearan asset

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

() afinance kase or
(i) anidentifiable nonr-monetary asset

(c) not having acommissioning daten the disclosure yeain question;
(d) the value of which

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

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

(e) first determined bythe GTBin the disclosure yeain questionto havea
commissioniry dateafter the disclosure yea2009.

(2) The value of found asset foffaund assetis-

(@) thefound asset'scost calculatedonsistently withGAAP or
(b) wheresufficient records do not exist to establidgie found asset'scost
for the purposes oGAAR

() wherean assewith anunallocatedopening RAB valuéor that
disclosure yeais similar (in terms of asset type and age)he
found assefthe unallocatedopening RAB valuef the similar
asset;and
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(i) in all other casests market value as determined byaluerasat
the date that the assetvasfirst determined to have been
commissionedn a priordisclosure yeaafter thedisclosure year
2009

SUBPART Jreatment of taxation

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

(&) nil or a positive number, theax effectof regulatory net taxable
income and
(b) a negativenumber, nil.

(2) Regulatory net taxable incomernsgulatory taxable incomdessutilised tax losses
(3) Regulatory taxable income is determined in accordance withdhadila

regulatory profit / (loss) before tax+ permanent differencest temporary
differences- notional deductible interest

(4) Regulatory profit / (loss) before tax means tmount of regulatory profit / (loss)
before tax' as determined in accordance withl&ndetermination

(5) For the purpose of subclau$g), 'notional deductible interest' means the amount
determined in accordance with the formula

((regulatory investment valugleveragex cost of deb) +term credit spread
differential allowance / v 1 + cost of debt.
(6) For the purpose of subclaugg)> WNXB 3 dzf | 412NB Ay @SaldySyid oI ¢
WNB Jdzf  §2NB Ay @SadyYSyid @I f diBdeterRiSaidNY Ay SR
applicable to thalisclosure yeaand theregulated good or servicen question.

2.3.2 Tax losses

(1) Utilised tax losses means opening tax lossabject to subclausg?).

(2) For the purpose of subclaugg), utilised tax losses may not exceexjulatory
taxable income

(3) Inthis clause, 'pening tax lossedn relation to adisclosure yeathat commenced

(@) in2009 isnil; and
(b) after 2009 isclosing tax losse®r the precedinglisclosure year

(4) For the purpose of subclaugg)(b) ‘closing tax lossesheans the amount
determined in accordance with the following formuia,whicheach term is an
absolute value

opening tax lossescurrent period tax losseautilised tax losses

(5) For the purpose of subclau$é), ‘current period tax lossess, whereregulatory
taxable incomeis-

(@) nil or a positive number, niand
(b) a negativenumber, regulatory taxable income
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2.3.3 Permanent differences
(1) Permanent differences is tr@mount determined in accordance with the formula

positive permanent differencesiegative permnent differences.
(2) For the purpose of subclaugg), ‘positive permanent differencegieans the sum of
(@) all amounts of income

(i) treated as taxable were th&ax rulesapplied to determine income
tax payable in respect ¢fie GTBs supplyof gas transmission
services and

(i)  not included as amounts of income in determiniegulatory
profit / (loss) before tax and

(b) all amounts of expenditure or loss

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

(i) not treatedas deductions were thtax rulesapplied to determine
income tax payable in respect tbfe GTBs supplyof gas
transmission services

if the difference in treatment of amounts of

(c) income under paragraph®)(i)and paragrapt{a)(ii} or

(d) expenditure or lossinder paragrapl{b)(i)and paragraptfb)(ii),
is a difference that

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

()  will notreversein a subsequendisclosure year
(3) For the purpose of subclaugg), 'negativepermanent differences' means the sum of
(@) all amounts of income

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

(i) not treated as taxable were thax rulesapplied to determine
income tax payable in respect ibfe GTBs supply ofgas
transmission servicesand

(b) all amounts of expenditure or loss

(i) treated as deductions were thax rulesapplied to determine
income tax payable in respect ibife GTBs supplyof gas
transmission servicesand

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

if there are differences between the values in

(c) paragraphga)(i)and paragraptfa)(iiy and
(d) paragraphgb)(i)and paragraplb)(ii),

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

(4) For the purpose of subclau¢g), negative permanent differences exclid@amounts
that are-

(@) expenditure or loss determined in accordance with the rulesthat is-
(i) interest; or
(i) incurred in borrowing money; and

(b) any

() taxlossesor
(i)  subvention payment made or received byaB

2.3.4 Deferred tax
Deferred taxin relation to anydisclosure yeais nil.

2.3.5 Temporary differences
(1) Temporary differences is thremountdetermined in @cordance with the formula

depreciation temporary differences + positive temporary differennegative
temporary differences

(2) For the purpose of this clausegpreciation temporary differences’ meatstal
depreciationless tax depreciation.

(3) For thepurpose of subclaus@) 'tax depreciation' means the sum of the amounts
determined by application of theax depreciation ruledo the regulatory tax asset
valueof each asset

(4) For the purpose of subclaugg), 'positive temporary differencesheans the sm of

(@) all amounts of income

() treated as taxable if théax ruleswere applied to determine
income tax payable in respect thfe GTBs supplyof gas
transmission servicesand

(i)  not included as amounts of income in determiniregulatory
profit / (loss) before tax and

(b) all amounts of expenditure or loss

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

(i) not treated as deductions were thtax rulesapplied to determine
income tax payable in respect tbfe GTBs supplyof gas
transmission services

less any amount that are depreciation temporary differendethere are
differences between the values-in

(c) paragraphga)(i)and(a)(iiy and
(d) paragraphgb)(i)and (b)(ii),
and such differences
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(5)

(e) are thereversalof a difference in a priodisclosure yeayror
() will reversein a subsequendlisclosure year

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

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

(i) not treated as taxable were thi@x rulesapplied to determine
income tax payable in respect ibfe GTBs supplyof gas
transmission servicesand

(b) all amounts of expenditure or loss

(i) treated as deductions weréne tax rulesapplied to determine
income tax payable in respect thfe GTBs supplyof gas
transmission servicesand

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

less any amount that are depreciatitemporary differencesif there are
differences between the values-in

(c) paragraphga)(i)and(a)(iiy and
(d) paragraphgb)(i)and (b)(ii),
and such differences

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

2.3.6 Regulatory tax asset value

(1)

(2)

)

Regulatory tax asset value, in relation to an asset, means the value determined in
accordance with the formuta

tax asset valué result ofasset allocation ratio
For the purpose of subclaugg), 'tax asset valugheans,in respect of
(&) an asset

(i) intheinitial RABwhere, in thedisclosure yeaP010, the sum of
unallocatedinitial RAB valuess less than the sum of thedjusted
tax valuesof all assets in theitial RAB

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

(i) acquired or transferred from eelated party,

the value of the asset determined by applying tlag depreciation rules
to its notional tax asset valyand

(b) any other assets adjusted taxvalue.

'‘Notional tax asset value' means, for the purpose of
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(@) subclausg2)(a) adjusted tax valueof the asset in thelisclosure year
2010adjusted 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 thtax depreciation ruleso
the tax asset value (as 'tax asset value' is defined innjet
methodologiesapplying to theregulated goods or ervicesin questior)
in respect of thedisclosure 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 theax rules and

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

(4) For the purpose of subclaugg), result ofasset allocation ratio' means, where an
asset or group of assets maintained under the rules

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

opening RAB valuer sum ofopening RAB valuess the case may
be

unallocated opening RAB valuw sum ofunallocated opening RAB
values as the case may be

applying the formulan respect of the asset or smallest group of assets
maintained for the purpose ddubpart Zhat 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 ofSubpart 2 the value of the asset allocated to teapply of
gas transmission servicegere clause2.1.1to apply to the asset or
group of assets.

SUBPART <£€ost of capital

2.4.1 Methodology for estimating theveighted averageost of capital
(1) TheCommissiorwill determinemid-point estimates of vanillaWACGor eachGTB

for the-disclesureyeal0llandeachdisclosure yearthereafter

(@) inrespect othe 5yearscommencing on the first day of traisclosure
yearin question
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(b) subjectto-subelaus)-within 1 month of the start of thelisclosure

yearin question; and
(c) in accordance with the formufa

raL+re(1-L).

(2) TheCommissionwill calculatemid-point estimates of posttax WACJor eachGTB

for the-diseclosureyveal0ll andeachdisclosure yeathereafter

(@) inrespect othe 5 years commencing on the first day of thieclosure
yearin question

(b) subjectio-subelausE)-within 1 month of the start of thelisclosure
yearin question; and

(c) in accordance with the formuia

rg(1-ToL+re(1-1).

4)(3) In this clause

L isleverage

rq i1s 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
r(l-T)b <TAMRP

T. is theaverage corporat¢éax 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.

{5)(4) For the purpose of this clause

(a) theaveragenvestor 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 clause?.4.2 and

(b) theriskfree ratemust be estimated in accdance with claus@.4.3

2.4.2 Fixed WACC parameters

| (1) Leveragds4442%
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| (2) FheaQverageinvestor tax rat€lsthe average of the investor tax ratésat, as at the
date that the estimation is made, wapply toeach of thedisclosure yearsn the 5
year period commencing on the first day of ttiisclosure yeain question

(3) For the purpose of subclaug®), 'investor tax ratéis, for eachdisclosure yearthe
maximumprescribed investor rateapplicable at the start of thadisclosure yeato
an individual who s

{eh(b)an investor in anulti-rate PIE

(4) FheaQverage corporate tax rafdsthe average of theorporate tax rateghat, as at
the date that the estimation is made, will aplyring the 5 year period commencing
on the first day of thalisclosure yeain question.

(5) FheeQduity beta(ls 0.690-79.

(6) Fhe-dlébtissuance cosfare 0235%.

H—TFheQakadjusted market risk premiufis, for a 5 yeaperiod commencing on the
first day ofadisclosure year7.0%.

(7)) a4 69

2.4.3 Methodology for estimatingisk-free rate
TheCommissionwill estimate arisk-free rate-

(@) for eachdisclosure yearand

| (b) subjectto-claus@4-1(3)within 1 month of the start of thelisclosure

yearin question,

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

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

{e}—calculating the urweighted arithmetic average of thaaily annualised
interpolated bid yields to maturity.

(e)
2.4.4 Methodology for estimatingveragedebt premium
(1) TheCommissionwill determine an estimate of an amount for tlaeerage debt
premium-
(a) for eachdisclosure yearand
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(b) within 1 month of eachlisclosure year
2) C2NJ 6KS LJzN1lJ2aS 2F &adzoOfl dzaS omuoI Wl gSNI 3
arithmetic average of the fivdebt premiumvalues estimated in @ordance with
subclauss (4), (5) and ©) for:

(a) the currentdebt premium reference yearand
(b) the four previousdebt premium reference years

8) C2NJ KS LJzN1)2aS 2F &dzoOfl dzaS 6HUOOF 0T WwWOdzN
the debt premium reference yeathat contains the start of thelisclosure year
(4)  For thedebt premium reference yeaP0Q17or earlier, the followingdebt premium

valuesapply

(a) 2013 =1.90%
(b) 2014 =2.34%
(c) 2015 = 184%
(d) 2016 =1.6% and
(e) 2017 =1.8%

45) Debt premiummeansthe spread between

(@) the bid yield to maturity orvanilla NZ$ denominated bondthat-

(i) areissued by GPBor anEDB
(i) are publicly traded;
(i) have agualifying ratingof gradeBBB+and
(iv) have aremaining term to maturity of 5 years; and
(b) the contemporaneous interpolated bid yield to maturityrodtional

benchmark New Zealand governmesw¢w Zealand dollaslenominated
nominalbonds having a remaining term to maturity of 5 years.

£3)(6) For the purposes of subclaugg), tthe amount of thedebt premiumwill be

estimatedby-

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

() investment grade credit ratedand
(i) of atype described in the paragraphs of subcla{rg;

(b) inrespect of each bond identified in accordance with paragréph

() obtainingits wholesale markeannualisedid yield to maturity;
and

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

overnotionalbenchmak New Zealand government New Zealand

dollar denominated nominal bondsith 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 yeaghisclosure-year

(c) calculating, for each such bomdentified in accordance with paragraph

(a), the unweightedartihmeticaverageof the daily spreadidentified
in accordance with paragragb)(iii); and

(d) subject to subclausg/4), estimating, by taking account of the average

spreads identified in accordance with paragrgphand having regard
to the debt premium estimated from applyirije NelsonSiegyek
Svensson approaclthe average spread that would reasonably be
expected to apply t@ vanilla NZ$ denominated bonthat-

(i) isissued bya GPBor anEDBthat is neitherl00%mnajerity owned by
the Crown nor docal authority;

(i) ispublicly traded,;

(i) hasa qualifying ratingof gradeBBB+and

(iv) hasa remaining term to maturity of 5 years.

4Y(7) For the purpose of subclausé6)(a) anq63)(d), the Commissiorwill have regard,
subject to subclausg@5)-and{(5)}e) to the spreads observed on the following types
of vanilla NZ$ denominated bondissued by aualifying issuer
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(@) those that

() bhave agualifying ratingof gradeBBB+and
(i) are issued by GPBor anEDBthat is neitherl00%najority owned
by the Crown nor #ocalauthority;

(b) those that

() bhave agualifying ratingof gradeBBB+and
(i) areissued by an entity other thanGPBor anEDBthat is neither
100%majority owned by the Crown nor lacal authority;

(c) those that

() have agualifying ratingof a grade different taBB+ and
(i) areissued by GPBor anEDBthat is neither100%najority owned
by the Crown nor #calauthority;

(d) those that

() have agualifying ratingof a grade different td8BB+ and
(i) areissued by an entity, other thanGPBor anEDBthat is neither
100%majerity owned by the Crown nor lcal authority; and
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(e) those that are

() investment grade credit ratedand
(i) issued by an entity that 500%najerity owned by the Crown or a
localauthority.

{5)8) For the purpose of subclaugés)-

(@) progressively lesser regavdll ordinarilybe given to the spreads
observed on the bond typesesecribed-in-subelaudd}in accordance
with the order in which the bond types are describedsubclause74);

(b) the spread on any bond of the type describedubclaus€74) that has
a remaining term to maturity of less than 5 years will ordinarily be
considered to be the minimum spread that would reasonably be
expected to apply onraequivalently crediated bond issued by the
same entity with a remaining tert@ maturity of 5 years; and

(c) the Commissiorwill adjustspreads observed on bonds described under
subclauseg¢74)(b)to (74)(e)to approximate the spread that is likely to
have been observed had the bonds in question been of the type
described in subclaugg4)(a).

6)—For the purpose of subclause (6)(#RelsonSiegelSvensson approa€lneans a
method for modelling yield curves and term structures of interest rates which
establishes a relationship between term to maturity and thebt premium, and
where acurve is generated by changing the parameters of a yield curve functional
form to minimise the squared deviation between estimated and observed values.

———Standard-errorof debt premium
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2445 Methodology for estimating th®/ACQCangeand the 67th percentile ahe

(1)

(2)
®3)

WACC
TheCommissiorwill determine aWACC rangr eachmid-point estimate of WACE

(@) for eachdisclosure yearand

(b) subjectto-claus@4-1(3)within 1 month of the start of thelisclosure

yearin question

For the purpose of subclaugg), WACC rangeneans 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 WACC0.6743 standard error,
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where standard-errokmeansthe standard errorof the relevantmid-point
estimate of WACG 0.0105-as-determined-ir-accordance-with-clause
2.4.6(2)r2.4-6(3)asthe case-may-be

(4) TheCommissionwill, commencing witldisclosure yea2018,determine a 67th
| percentile estimate of vanill&VACCanda 67" percentile estimate oposttax WACC

C

(@) for eachdisclosure yearand
(b) within 1 month of the start of the disclosure year in question.

(5) For the purpose of subclause {4)

(@) the mid-point estimateof WACGnust be treated as the 50th
percentile; and
(b) the 67th percentile must be determined in accordance with the
formula
mid-point estimate of WACG 0.440 x standard error,
where ‘standard-error-meanthe standard errorof the relevantmid-point estimate

of WACGs 0.0105-as-determinedin-accordance-with-clause 2.4-6(2)0r2.4-6(3), as
the case-may-he
24-72.4.6 Publication of estimates

TheCommissionwill publish alldeterminationsand estimates that it is required to
make by thisubpart-

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

248247 Interpretation of terms relating to term credit spread differential
(1) ‘Qualifying debfmeans a line of debt

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

(2) Qualifying suppliemeans aegulated suppliewhose debt portfolio, as at the date
of that supplier's most recently published audited financial statements, has a
Welghted average orlglnal tenor greater than 5 years.

24-P2.4.8  Term credit spreadlifference
(1) Term credit spread differends determinedn accordance with the formuia
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TxU,
where-
(@) 'T'is the amount determined in accordance with the formula
0.00075x (original tenor of theyualifying debtc 5 A4,
exceptthatwhere thatamountis

—lessthan0.0015, T s 0.0015:and
{h—more than-0.006, Tis0.006-and

(b) 'U'is the book value in New Zealand dollars ofd@lifying debtat its

date of issue

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

(@) tenor of thequalifying debt or
(b) period from thequalifying debt'sdate of issue to the earliest date on
which itsrepayment is or may be required,

whichever is the shorter.

241® 49 Methodology for estimating term credit spread differential

(1)

(@)
)

This clause applies to the determination of the amount of temgn credit spread
differential in respect of ayualifying debtfor the purpose of disclosure pursuant to
an|D determinationof a-

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

Disclosure to which this clause applies may only be madegonalifying suppliet
Term credit spread &ferential is the amount determined in accordance with the
formula

(A+B)xCxD,
where-

fa)—'A"is the sum of théerm credit spread differenceand ;-
X Y i e

2655759 74



: .

{dh(a)debt issuance cose-adjustment

{e)b)'B' is the book value of thgualifying supplier'stotal interestbearing
debt as at thebalancedate ofte-whichthe supplier's financial
statements audited and published in tlksclosure yeain question
relate;

#H(c) 'C' isleverage and

{gYd)'D'is, in relation to thegualifying suppliet the average of

(i) the sum ofopening RAB valuesand
(i)  the sum ofclosingRAB values

| (4) For the purpose of subclau$g)(af, 'debt issuance cost radjustment isthe
amountdetermined in accordance with the formula

| (0.01#5 + original tenor of thequalifying debt- 0.0235) x book value in New
Zealand dollars of thqualifying debtat its date of issue

which amount, for the avoidance of doubt, will be a negative number.

SUBPART Pricing methodologies

2.5.1 Disclosure of pricing methodologies
For the purpose of any requirement in #d determinationto disclose

(@) an explanation of the extent of consistency aB&Bs pricing
methodology with thepricing principles or

(b) reasons for any inconsistency betweeGaBs pricing methodology
with the pricing principles;

nciol heoricinasrinciol

2.5.2 Pricing principles
(1) Prices are to signal the economic costs of service provisien, by

(@) being subsidy free, thas, equal to or greater than incremental costs
and less than or equal to standalone costs, except where subsidies arise
from compliance with legislation and/or other regulation;
(b) having regard, to the extent practicable, to the level of available service
capacity; and
(c) signalling, to the extent practicable, tledfect of additional usage on
future investment costs.
(2) 2KSNB LINAOSa ol aSR 2y WSTT axcav&yliovwed A Yy ONBY S
revenues, the shortfall is made up by prices being set in a nrahaéhas regard to
O 2 y & dzifedhadlill @sponsiveness, to the extent practicable.
(3) Provided that prices satisfiL) above, prices are responsive to the requirements and
circumstances ofonsumersn order to-

(@) discourage uneconomic bypass; and
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(b) allow negotiaton to better reflect the economic value of services and
enableconsumergo make price/quality tradeoffs or nonstandard
arrangements for services.

(4) Development of prices is transparent, promotes price stability and certainty for
consumers and changes tprices have regard to theffect on consumers

2655759
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PART 3 INPUT METHODOLOGH3R BOTH DEFAULT AND
CUSTOMISED PRIQBALITYATHS

SUBPART Bpecificationof price

3.1.1 Specificatiorand definition ofprices

(1) For the purpose of s 53M(1)(a) of the&t, the maximum revenues that may be
recovered by & TBwill be specified in ®PP determinatioror CPRletermination as
a revenue capwherebyforecast revenue fronpricesmust not exceedorecast
allowable revenuefor eachpricing yearof the requlatory peiod.

(2) _ For the purpose of setting the maximum revenues under subclause (1), the
Commissiormay specify in ®PP determinatioror CPP determinatioran annual
maximum percentagecrease irforecast allowable revenueas a functionof
demandfor apricing year

(3) __ For the purpose of this subpaMprecast revenue fronprice<tor apricing year
means the forecast revenue used bgaBto setprices whereforecast revenue is
the total of eachprice multiplied by each forecagjuantity.

(4) _ For the purpose dfissulpart, ¥ NS O 4G | f { ZsspedifiedSn ddDBPO S y dzS Q
determination or CPRietermination includes

(a) __forecast net allowable revenug

(b) _forecastpassthrough costs

(c) forecastrecoverable costsexcludinganyrevenue washup draw down
amount under clause3.1.3(1)) for the pricing yearreferred to in
subclause (1)and

(d) _the balance of thevashrup accountavailable for draw down

(5) C2NJ G§KS 1JdzN1J2 aS & Alovialehrdvendedza fudictii® ¥ REFNF RR
is theforecastallowable revenuefor the pricing yearexpressed aa function of one
or more units ofdemandthat aredeterminedby the Commissiorin aDPP
determination or CPRletermination.

(6)  For the purpose of this subpatprecast net allowable reven@#or the firstpricing
year of aDPPor CPRequlatory periodwill be specified by th€ommissiorat the
start of theregulatory periodin aDPP determinatioror CPP determination

(7) ___For eaclpricingyear of the DPPor CPRequlatory periodafter thefirst pricingyear,
WYTF2NB O &G NBSAS VI deS 2 ébya@pplihet O dzf + G SR

(a) _the forecast net allowable revenudor the precedingricingyear;
(b) the forecast CPlas specified in subclause @)d
(c) anyX factor applicable to th&TB.

{—Forthe purpose of s 53M{La)-of thet-the maxdmum
(a)—priceorpricesthat-may-be charged:or
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(8) ‘PorecastCP{imeans

2655759

(a)

for a quarter prior to the quarter for which the vaniNdACGCapplicable

(b)

to the relevantDPPrequlatory periodor CPP regulatory period/as
determined,CPIF & LJSNJ LJ N} INJ LK oo 2F (GKS
excluding any adjustments made under paragraphof theCPI

definition arising as a result of an event that occurs after the issue of

the Monetary Policy Statement referred to in paragraphkelow;

for each later quarter for which a forecast of the change in headlié

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 relevanDPPrequlatory peiod or CPP

regulatory periodwas determined, theCPllast applying under

paragraph (a) extended by the forecast change; and
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(c) _in respect of later quarters, the forecast last applying under paragraph
(b) adjusted such that an equal increment or decrement enathat
forecast for each of the following three years results in the forecast for
the last of those years being equal to the target midpoint for the
change in headlin€Plset out in the Monetary Policy Statement
referred to in paragraph (b).

6)9) ‘Pricesimeans

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

in nominal termsexclusive ofcSTror the supplyof agas transmissiorservice
and does not include any tariff, fee or charge Isgta capacity auctian

(10) in-thisclause'gQuantityies meansthe amountssupplied{etherthanforecas)-of gas
transmission servicesorresponding to the extent practicable prices expressed in
units of GJ, km, day or other unit applicable to ssghply.

3.1.2 Passghrough costs
(1) Subject to subclaus@), a passhrough cost is

(&) a costlisted in subclaus€); or
{by—subject to subclausg), a costother than one listed in subclause (2%
specifiedin aDPP determinatioror CPP determination
: : , iy ¢
(o) —alevy EI thes “EHII GIIE|IS[€E|E| "' s&_;lgsl_ah:sez) Specitied-by-way-0
@yb) : 4 . . fiod.i

(2) For the purpose of subclaugt)(a) the costs are

(@) rates on system fixed assets paid or payable @y Bto alocal
authority under theLocal Government (Rating) Act 2002; and
(b) leviespayable

() under regulations made under s 53ZE of Aut;

(i) under regulations made under the Gas Act 1,982

(i) by all members of the Electricity and Gas Complaiusimissiorr
Scheme by virte of their membership

(3) For the purpose of subclaugt)(b) the lexarar-cost in question must
(@ be-

() associated with thesupplyof gas transmission services

(i) outside the control othe GTB

(ii) __not arecoverable costand

@ih(iv)  appropriate to be passed through tmnsumers and

#(v)one in respect of whicprovision for its recoveris notmade
explicitly or implicitly in thédPPor, where applicableCPPand

{by—come into effect during ®PP regulatory periodr, where applicable,
CPP regulatory periogand
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(4) For the purpose of subclaugt), where a cost relates to botbas transmission
servicesand other servicesuppliedby the GTB only the propotion of the cost
attributable to thesupplyof gas transmission servicdas determined in accordance
with clause2.1.1), may bea passthrough cost

3.1.3 Recoverable costs
(1) Arecoverable cosis a cost that is

{b)(a)claw-back applied by th€ommissiorunder section®5F(2), 55F(4r
53ZB(3) of thé\ct;

{ey—any cost, credit or chargebjectto-therequirementspecified in

subelausd2)-a-cost-ora-credjtincluding a casbut, arising froma

balancing regime specified in a transmission access code that is in effect
for aGTB including costs, credits and charges for imha&s, mismatch

and peakinthe GFB-gpurchase-orsale-of balancing-gas-that-has not

H(c) a standard application fee for@PP proposainder 53Q(2)(c), subject
to the provisospecified in subclausg?);

{gYd)a feenotified by the Commissioras payable by th&TBin respect of
the Commissiorassessing &PP proposand determining &PHn
accordance with s 53Y of tht, subject to theprovisospecified in
subclausg23);

{h)(e)a fee payable to aerifier, subject to the requirement specified in
subclausg34);

()(f) _any auditor's cost incurredor the purpose of meetinglauses.1.4o0r
5.6.3 subject to the requirement specified subclaus€34); o«

(g) afee payable to amngineerfor the purpose of meeting a requirement
of clause5.5.10(4)be), subject to the requirement specified in
subclausg34);

(h) anurgent projectallowance as determined by th€ommissiorunder
subclause4);

(i) the amount calculated for &TBin accordance with the following
formula for eactdisclosureyea? 0 KSNJ G KIFy GKS FANROG W
requlatory periodfor which the starting prices were determined by the
Commissionn aDPP determinatioror CPP determination

(capex wash-up adjustment

y+0.5
—m )x(l +71)

wherec
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| is the number oflisclosure yearsn theregulatory period

r__is the 67th percentile for the pogax mid-point estimate of WACC
applying to the pricegquality path for theregulatory period

y _is the number oflisclosure yearpreceding thalisclosure yeain
qguestion in theregulatory period and

m_is

(i) for aGTBwith adisclosure yeaending on 30 September or 31
December, the value 1; or

(i) for aGTBwith adisclosure yeaending on 31 March or 30 June, the
value 2

() ___acatastrophic event allowanceas specified in BPP determinatioror
CPP determination

(k) a compressor fuel gas cascurred with respect to the Mokau
compressor a the Maui pipeline or

$() arevenue washup draw down amountas specified in subclaug)()).

3)2) For the purpossof subclausegl)(cXe)and (1)(d)e), the proviso is that th€PP
proposalis not discontinued by th€ommissiorunder s 53S of thAct.

| (3)  For the purposes of subclaus@y(e)$ ¢ (1) a)¥h), therequirement is thathe
amount thatmaybe recoveredn respect of a particulaGTBmust be specified by the
Commissiorin aCPRletermination.

(4)  Wigent projectl  f 2 gnhegh® tBetallowance determined by tl®mmissiorin a

CPP determinationn respect of additional net costs where these cests

(a) exceed those already provided for irD&#P determinatioror CPP
determination;

(b) _ will not otherwisebe recovered by theéTB and

(c) _ will be prudently incurred byhe GTB before commencement of the
resultingCPP regulatory periodh responding to an urgergroject that
occurred in the time between the submission c€EBP proposand
determination of the resultindCPP _determinatiorby the Commission

(5) _ Forthe purpose ofulclause 3.1.3(1)§ = G KS Ydald LISFE2 dad BKSYy 1 Q A &
amount equal to the present value of the difference in the serig®@cast net
allowable revenuefor the pricingyearsof the DPP requlatory periodr CPP
regulatory periodin guestion subject to subclause (6fpm adopting;

(a) the sum ofvalue of commissioned asseis the building bloclk
allowable revenue before taor eachdisclosure yeathat follows the
base yeaiin the precedinddPPregulatory periodor CPP regulatory

period,
instead ot
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(b)

the forecast aggregate value of commissioned assg¢termined by

the Commissiornin respect of each of thosgisclosure yearsvhen

determining prices in accordance widlDPP determinatioror CPP

determination, or an amendment thereof

(6)  For the purpose of subclausg)¢

2655759

(a)

the present value must be determined by discounting $leeies of

(b)

building block allowable revenue before taxising a discount rate

equal to theWACCpplied by theCommissionn setting prices for the

DPP requlatory periodr CPP regulatory perioth question to-

(i)

where thecapex waskup adjustmentis applied fora DPP

(i)

reqgulatory period the end of the precedin®PP regulatory period
where thecapex waskup adjustmentis applied for &CPP

requlatory period the point in the precedindPP requlatory
period where theCPP requlatory periobegan

the series ofuilding block allowable revenue before taor the DPP

(c)

requlatory periodare those usedvhenreseting starting prices based

on the current and projected profitability of ea¢hlB and must

(i)

be calculated using theamemethodology that wasapplied by the

(i)

Commissionn setting starting prices for th&1B for the DPP
subject to subparagraphs (ii) and (i)
for the purpose of subparagraph (i), adopt the sundepreciation

(iii)

calculated under Part 2 in respect of eatibclosure yeathat
follows thebase yeaiin the precedingrequlatory periodfor assets
having acommissioning daten any of thosedisclosure yearsand
for the purpose of subparagraph (@doptthe same values for all

other inputs to the calculation dfuilding block allowable revenue
before tax

the building blocks allowable revenudefore taxfor the CPP

requlatory periodare those usedvhen setting the series ahaximum

allowable revenue after tavin accordance with clause 5.3.4(1) and

must-

(i)

be calculated using theamebuilding blocksnethodology that was

(ii)

applied by theCommissionvhen setting theGTB forecast net
allowable revenuefor the CPPsubject to subparagraphs (ii) and

for the purpose of subparagraph (i), adopt the sundepreciation

(iii)

calculated under Part 2 in respect of eatibclosure yeathat
follows thebase yeaiin the precedingDPP regulatory periodor
assets having edmmissioning dateén any of thosadisclosure

years and
for the purpose of subparagraph (@doptthe same values for all

other inputs to the calculatio of building blocks allowable
revenuebefore tax
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(d)

wherethe series obuilding block allowable revenue before tafxom

(e)

adopting the sum ofalue of commissioned assetxceed theseries of

building block allowable revenue before taixom using theforecast

aggregate value of commissioned assdisen the difference is a

positive amount of capex waslp adjustment

wherethe series obuilding block allowable revenue before tafxom

()

adopting the sum o¥alue of commissioned asseis less than the

series ofuilding block allowable revenue before tafxom using the

forecast aggregate value of commissioned asséhien the difference

is a negative amount afapex waskup adjustment; and

where aCPPapplies in respect of disclosure yeaduring theDPP

reqgulatory period then the amount of capex washp adjustment for

that disclosure yeaand each subsequemlisclosure yeaof the DPP

requlatory periodwill be specified by th€ommissionn the relevant

CPP determinationtakingaccount thepartial recovery of thecapex

washup adjustment in priodisclosure year®f that DPP requlatory

period.

(7)  For the purpose of subclause (L)a&GTBmust for eachoricingyearc

(8)

(a)

perform a revenue washp calculation as specified inCPP

(b)

determination or C

PRdetermination:;

record in thewash-up accountthe resultingwash-up amounts

(c)

calculatedin accordance with subclausg)(a);

recordin the wash-up accountanyrevenue washup draw down

(d)

amount; and

record a time value of money adjustment in ttvash-up account

() using a rate equal to thé&7th percentileestimate of WACCand

(i) calculated bvapplying the method as specified irDéP

determination

or CPP determination

For the purpose of subclaus&)¢

2655759

(a)

Ygl a K dzLJ

' Y2dzy 1 Q Y Sgand (c)adeale SOG G 2

(b)

allowable revenudessactual revenudessrevenue foregondor a

pricing year

if the revenue reduction percentagexceeds 20%, an amount of

(c)

revenue foregoneshall be calculated in accordance with subclause (f);

if the revenue reduction percentads less than or equal to 20%, the

(d)

amount ofrevenue foregoneshall be nil;

Wi O dzi f

| £t €261 0f Pricinenbafiatrdudt YSI yas 7z

calculated in accordance with@PPdetermination or CPP

determination that

includes

(i) actual net allowable revenug

(i)  passthrough costs and

(iii) recoverable costsincluding anyevenue washup draw down

amount;
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(e) WI O dzl fOmesids Brayritisy year the revenue amount

calculated in accordance withBPP determinatioror CPP
determination that includes

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

) WNBEGPSydzS F2NBEI2ySQ YS anfaanerdsyecifie 2 dzy i (

in a DPP determinatioror CPP determinatiorby applying

(i) therevenue reduction percentadg® a net allowable revenue

amount, less
(i)  20% of a net allowableevenueamount
where-

(i) net allowable revenue is specifiédr eachof (i) and (iiyn the DPP
determination or CPP determination

(@) WI Ofedklfff 2 g | 0 f BeahsPoASVirdrSriGing yearof the

requlatory period, the forecastnet allowable revenuefor that pricing
yearas specified iclause 3.1.1(6)
(h) WI Ofetklfff 2 6 6 f SeahsFEicimidng yearof the

regulatory periodafter the firstpricing year an amounitcalculatedin
accordance with ® PP determinatioror CPP determinatiorby
applying
() the actual netallowable revenuefor the precedingricing year
(i) the CPIin place of thdorecast CPlo the extent thatforecast CPI
was applied in settingricesfor the pricingyearin accordance with
clause 3.1.19); and
(iii) _the X factor that was used when tli@erecast net allowable
revenuewas originally determined for #hpricing yearin
accordance with clause 3.17;

() WNBOASYydzS NBERdAzOGA 2y plidddWeBtfeli I 3SQ YSI y:

percentage reduction in revenue calculated in accordance wibiPR
determination or CPP determinatiorby comparing the actual revenue
from priceswith forecast revenue fronpricesfor the pricing year
) WNBEGSyarA) RINAK R26Y | Y dun/dalcilatédoy ya |y

the GTBin 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 tonsumers the amount shall equal
that balanceand

(k) where apassthrough costor recoverable costs incurred by theéGTB

prior to arequlatory periodand an amount of the cost is not otherwise
able to be recovered by th€ TB the amount plus any related time
value of money adjustment made in accordance wilbRP
determination shall be included in thevash-up account
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SUBPART 2malgamations

3.2.1 Treatment of amalgamations

(1)
(2)
®3)
(4)

(5)
(6)

(7)

(8)

2655759

TheDPPof GTB subject toDPPghat haveamalgamatedmust be aggregated from
the start of thedisclosure yeafollowing theamalgamation

A DPPfor an amalgamate®@TBformed froma GTBsubject to aDPPanda GTB
subject to aCPRapplies at the end of thexistingCPP

A DPPfor an amalgamate@TBformed from 2GTB each subject to £PPRapplies at
the end of the existingPPs

Nothing insubclause$2) and(3)

(@) precludesa CPPRapplying to the amalgamate@TBat the end of the
existingCPPRor CPPsas the case may baor

(b) derogates from the application of@BPPto gas transmission services
that are-

(i) suppliedby the amalgamate®TB and
(i)  not specified services

pendingexpiry of anyDPPor CPPapplying to thespecified services

A CPHor an amalgamate@TBmay not apply before 8isclosure yearef eachCPP
applying to theGTBdrom which it was formedhave been completed

Upon the deternmation of aCPHor an amalgamate®TB the termination dateof
any CPRo which the amalgamate®@TBis subject pursuant to subclausg®) and(3),
is treated as amended to the day befdtes day on which theCPHor the
amalgamatedGTBwill apply.

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

(@) for the purpose of s 54K; or
(b) when making, upon application and in accordance with this clause, a
CPP determinatiorior the amalgamatedsTB

For the purposseof this clause 'specified services' meansgulated goods or
servicessuppliedby the amalgamate&TBthat, at the time of amalgamation, were
subject to aDPPor aCPP

85



HCPI+CP}+CPL+ CP) = CPI™* + CPI* + CPI™ + CPI ™)} -1,

sabeoz s 2tdocs potanbtothasoperomorinlcaanges
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PART 4 INPUT METHODOLOGH3R DEFAULT PRQEALITY

PATHS

SUBPART Tost allocation

4.1.1 Allocation of operating costs and asset costs

(1) Operating expenditue forecastfor aGTBmust be determined by th€ommission
consistentwith the allocation by th&sTBof operating costgo gas transmission
servicedfor the base yealin accordance with clausgl.l

(2) Capital expenditurdorecast to be thdorecast aggregate value of commissioned
assetswill be included in theggregate closing RAB for additional assdisit only to
the extent that theforecast value of commissioned asseassconsistent with the
value found after application of claugel.l

SUBPART 2sset valuation

4.2.1 RAB values and roll forward

(1) Total openindRAB value for disclosure yeameans the sum of

(a) aggregate opening RAB valder existing assetgalculated under
subclausg?2); and

(b) aggregateopening RAB value for additional assetalculated under
subclaus€4) for thoseadditional assetswvhich have dorecast
aggregate value of commissned assetgsletermined for a prior
disclosure yeanccurring after thebase year

(2) Aggregateopening RAB value for existing assets means, for

(@) the base yearthe sumof each ‘opening RAB value' for all assets
calculated in accordance with Part 2 for tlisclosure yearand

(b) eachdisclosure yeathereafter, theaggregate closing RAB value for
existing assets$or the precedinglisclosure year

(3) Aggregateclosing RAB value for existing assets means, for

(@) the base yearthe sum of each 'closing RAB value' for all assets
calculated in accordance with Part 2 for thisclosure yearand
(b) eachdisclosure yeathereafter, the value determinedh accordance
with the formula
aggregate opening RAB value for existing assetepreciationfor
existing assets revaluationfor existing assets forecast aggregate
value of disposed assets

(4) Aggregateopening RAB value for additional assets maaesaggregate closing RAB
value for additional asset$or the precedinglisclosure yar.

(5) Aggregateclosing RAB value for additional assets means, for

(@) additional assetsn respect of thalisclosure yeafor which their
forecast aggregate value of commissioned assistdetermined, the
forecast aggregate value of commissioned assetsd
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(b) additional assetsfor adisclosure yeafollowing that for whichtheir
forecast aggregate value of commissioned assistdetermined, the
value determinedor thoseadditional assetdn accordance with the
formula-

aggregate opening RAB value for additioressets- depreciation
for additional assetst+ revaluationfor additional assets

4.2.2 Total depreciation

(1) Totaldepreciation means the sum of depreciation &xisting asset&ndadditional
assetscalculated undesubclausg?).

(2) Forthe purpose of subclausgl), ‘depreciation' means, subject to subclay8g in
the case of

(@) existing asset®f the GTB for-

() the base yearthe sum of all amounts of ‘depreciation’ determined
in accordance with Part 2 for éihdisclosure yearand

(i) eachdisclosure yeathereafter, thevalue determined in
accordance with the formuta

[1 +remaining asset life for existing asgetsaggregate opening RAB
value for existing assetsand

(b) additional assetf the GTB the valuedetermined in accordance with
the formula

[1 +remaining asset life for additional assptsaggregate opening
RAB value for additional assets

(3) For the purpose of subclaug2)

(@) 'remaining asset life for existing assets' fatisclosure yeameans the
value determined in accordance with the formula

aggregate opening RAB value for existing asdetshe base year +
total depreciationfor the base year,

less the mmber ofdisclosure yeargrom the base yeaito the
disclosure yeain question and

(b) 'remaining asset life for additional assets' fadiaclosure yeameans
45 years less the number disclosure yeargrom the disclosure year
for which theforecast aggregate value of commissioned assktsthe
relevantadditional assetds determined to thealisclosure yeain
guestion.

4.2.3 Total revaluation

(1) Total revaluation means the sum i@valuationfor existing asset&nd additional
assetscalculated undesubclausd?).

(2) For the purpose of subclaugg), 'revaluation' means, subject to subclay8g in the
case of

(a) existing assetsthe value determined in accordance with the formula
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(aggregate opening RAB value for existing asse&999- forecast
aggregate value of disposed assgtsrevaluation rate and

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

aggregate opening RAB value for additional assetgvduation
rate.

(3) For the purpose of subclau¢®), 'revaluation rate' means, in respect otisclosure
year, the amount determined in accordance tvithe formula

(CPJ=CPI™* -1,
where-

CPJ meansforecast CPior DPP revaluatiorfor the quarter that coincides
with the end of thedisclosure yearand

CPJ“*meansforecast CPlor DPP revaluatiorfor the quarterthat
coincides with the end dhe precedingdisclosure year

(4) C2NJ GKS 1JzN1J2asS 27T frderétveludicd YsI0yia WF2NBO!

(a) __for a quarter prior to the quarter for which the vaniNHACGapplicable
to the relevantDPP regulatory perioadvas determinedCPlasper
LJ- NJ INJ LK o0l 0 2F exclkidihg aby adjusfnerRsSridey A 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 laer quarter for which a forecast of the change in headlGiel
has been included in the Monetary Policy Statement last issued by the
Reserve Bank of New Zealand prior to the date for which the vanilla
WACGpplicable to the relevanDPP requlatoryeriod 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 athe following three years results in the forecast for
the last of those years being equal to the target midpoint for the change
in_ headlineCPlset out in the Monetary Policy Statement referred to in

paragraph (b).

4.2.4 Revaluation treated as income
Total revalation, for the purpose of determining profitability, must be treated as
income.

4.2.5 Forecast aggregate value of commissioned assets

Forecast aggregate value of commissioned assets means the forecast cost of
additional assetsf GAAPwere to be applied to determine the cost of the assets to

2655759 89



the GTBin thedisclosure yeain question, and is equal to forecastpital
expenditurefor the relevantdisclosure yearas determined by th€ommission

4.2.6 Forecast aggregate value of disposed &sse

Forecast aggregate value of disposed assets means the value of assets forecast to be
disposedof by aGTBin the disclosure yeain question, and is equal to the portion of

the forecastaggregate opening RAB value for existing asgetating to assets

forecast to bedisposedof for the disclosure yeain question as determined by the
Commission

SUBPART Jreatment of taxation

4.3.1 Regulatorytax allowance
(1) Regulatorytax allowance is, where regulatory net taxable incaosie

(@) nil or a positive number, theax effectof regulatory net taxable
income; and
(b) anegativenumber, nil

(2) For the purpose of subclaugg), 'regulatory net taxable income' means, subject to
subclausg3), regulatory taxable income less utilised tax losses

(3) For the purpose of subclau¢®) 'regulatory taxable income' means, subject to
subclausd4), the amount determinedn accordance with the formuta

regulatory profit / (loss) before tax depreciation temporary differences
- notional deductible interest

(4) For the purpose of subclaug¢g), ‘'regulatory profit / (loss) before tax' is the amount
determinedin accordance with the following formula

allowable revenue before tax other regulated income operating
expenditure- total depreciation

4.3.2 Taxlosses

(1) Utilisedtax losses means opening tax losses, subject to subc{@lse

(2) For thepurposeof subclaus€l), utilised tax losses may not exceezjulatory
taxable income

(3) Inthisclause

(@) ‘'openingtax losses' for disclosure yeameans closing tax losses for
the precedinglisclosure yearand
(b) ‘closing tadossesmeans, for

(i) the base yeaythe ‘closing tax 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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(4)

opening tax losses current period tax lossesutilised tax losses

For the purpose of sudbause(3)(b)(ii) ‘current period tax losses' is, wheregulatory
taxable incomes-

(@ nil or apositivenumber, ni] and
(b) a negative numbemegulatory taxable income

4.3.3 Depreciationtemporary differences

(1)

(2)

3)

Depreciation temporary differences means, subjecstbclausg?), the amount
determined in accordance with the formula

total depreciation- tax depreciation
For the purpose of subclaugg), 'tax depreciation’ for alisclosure yeameans, fof

(a) the base yearthe 'taxdepreciation'determined in accordance with
Part2 for thatdisclosure yearand

(b) eachdisclosure yeathereafter, subject to subclaug®), determined in
accordance with the formuta

total opening regulatory tax asset value x average DV rate.
For the purpose of subclaugg)

(@) ‘'total opening regulatory tax asset value' fodisclosure yeameans,
for-

() the base yearthe sum of each 'regatory tax asset value'
determined in accordance with Part 2 for thdisclosure yearand

(i) eachdisclosure yeathereafter, the total closing regulatory tax
asset value for the precedimdisclosure year

(b) ‘average DV rate' is the amount determined in accom@awith the
formula-

tax depreciatiorfor the base year- total opening regulatory tax
asset value for thbase year and

(c) ‘'total closing regulatory tax asset valueeans the amount determined
in accordance with the formula

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

4.3.4 Notionaldeductible interest

(1)

(2)

Notionaldeductible interest means the amount determined in accordance with the
formula-

((opening investment valueleveragex cost of deb) +term credit spread
differential allowance / v'1 + cost of debt.

For the purpose of subclaugg), ‘'opening investment value' means thatal opening
RAB value
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SUBPART £ostof capital

4.4.1 Methodoloqy for estimating theveighted averageost of capital

(1) TheCommissionwill determinea mid-point estimate of vanillAVACEC

(@)

(b)
(€)

(d)

as of the firsbbusiness dayf the month 7 monthsprior to the startof
eachDPP regulatory period

in respect ofa 5 year periogl

no later than 6 monthgrior to the startof eachDPP regulatory period
and

in accordance with the formula

raL+re(1-L).

(2) The Commissiorwill determinea mid-point estimate of postax WACQ:

(a)

as of the firstbusiness dayf the month 7 months prior to the start of

(b)

eachDPP reqgulatory period
in respect of a 5 year period;

()]

no later than 6 months prior to the start of eaEiPP requlatory period

(d)

and
in accordance with the formula

£2)(3) In this clause

L isleverage

rq is the cost of debt and is estimated in accordance with the formula
Ti+p+d

re is the cost of equity and is estimated in accordance with the formula
r(l-T)b <TAMRP

T is the average corporat@x rate

r; is therisk-free rate

p is theaveragedebt premium

d is the debt issuance costs;

T; is theaverageanvestor tax rate

I ¢ is theequity betg and

TAMRASs thetax-adjusted market risk premium.
£3)Y(4) For the purpose of this clause

(@)

(b)

2655759

the averagenvestor tax ratethe average corporatéax rate the equity
beta, the debt issuance costsdthe taxadjusted market risk premium
are the amounts specified in or determined in accordance with clause
4.4.2 and

the risk-free ratemust be estimated in accordance with claysé.3
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4.4.2 Fixed WACC parameters

(1) Leveragas4244%.

(2) FheWaverageinvestor tax rat€lsthe average of the investor tax ratésat, as at the
date that the estimation is madevill apply toeach of thedisclosure yearsn the 5
year period commencing on the first day of tb&Pregulatory periodin question

(3) For the pupose of subclausg) the-ihvestor tax raté€ Afgi eachdisclosure yearthe
maximumprescribed investor rateappicableat the start of the requlatory periodto
an individual who is

(@)—to t||e_shsc-:lgsu|e5ea2§11 's’g.g;é&“d . . . '
rate . . ndividual
I E.l'at wil-applyatihe-startohthaldisclosure-yeato-an-ndividua
{eYa)resident in New Zealand; and
{h(b)an investor in anulti-rate PIE

(4) The‘Hdverage corporate tax raf@sthe average of theorporate tax ratesghat, as at
the date that the estimation is made, will apply during the 5 year period commencing
on the first day of thdDPP regulatory periodh guestion.

4)(5) FheWdhuity betalls 0.699-+#9.

(5)(6) Fhe-d)ébt issuance cosfare 0235%.

B8y—Theakadjusted market risk premiufis, for a 5 year period commencing on the
first day ofthe DPP regulatory period7.0%.

{I—rthe disclosure yeaR0l1 7.1% and

4.4.3 Methodology for estimatingisk-free rate
TheCommissionwill estimate arisk-free rate-

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

(b) inrespect of a 5 year period; and

(c) no later than 6 monthgrior to the startof eachDPP regulatory period

by-

(d) obtaining, fornotional benchmarNew 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 eadfusiness dayn the 3 month period of
8 to 10 monthsprior to the startof the DPP regulatory period

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

H§——calculating the urweighted arithmetic average of the daily annualised
interpolated bidyields to maturity.

o
4.4.4 Methodoloqy for estimatingveragedebt premium

(1) TheCommissionwill determinean estimateof an amount for theaveragedebt
premium-
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(a) for eachDPP requlatory periodand
(b) no later than 6 months prior to the start of eaEiPP regulatoryeriod.

2) C2NJ 6KS LJzN1lJ2aS 2F &adzoOfl dzaS omuI Wl gSNI 3
arithmetic average of the fivdebt premiumvalues estimated in @ordance with
clause 2.4.4) for-

(a) the currentdebt premium reference yearand
(b) the four previousdebt premium reference years

(3)  For thedebt premium reference yeaP017or earlier, the followingdebt premium
valuesapply

(a) 2013 =1.96q4
(b) 2014 =2.3%
(c) 2015=1.8%
(d) 2016 =1.684 and
(e) 2017 =1.5%
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447445 Methodology for estimating th€7th percentileestimateof the-WACC
(1) TheCommissionwill determine a67th percentileestimate ofvanillaWACE

(@) for eachDPP regulatory periodand
(b) no later than 6 monthgrior to the startof eachDPP regulatory period

(2) TheCommissionwill determinea 67" percentile estimate of postax WACC

(a) for eachDPP reqgulatory periodand
(b) no later than 6 months prior to the start of eaEPP regulatory period

&—For the purposeof subclausa{l)or (2
3) ‘

(@) the 67th percentilemust be determined in accordance with the
formula-

mid-point estimate of WACG 04403 standard error

where standard-error-meanthe standard errorof the mid-point
estimate of WACds 0.0105as-determined-r-accordance-with-clause
4-4-6(b) and

(b) therelevantmid-point estimate of WACGn accordance with clause
4.4.1(1) and (2nust be treated as the 50th percentile

44.84.4.6 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 having made them.

| 44047  Application of cost of capital methodology

(1) Where theCommissiortakes into account the cost of capital in makinQRP
determination, the Commissiorwill use the67th percentileestimate of WAC
‘ determinedin accordance with clause 4.4.5(1) amdst recently published in
accordance with claus&.468.
(2) Term credit spread differential allowanctr adisclosure yeaand aGTBis the
maximum of nil and the amount determined in accordance with the formula
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axb-+c,
where-

ameans theéterm credit spread differential allowancealculatedin
accordance witltlauses 4.4 .8.4.1Rart-2-for the baseyear;

b means thetotal opening RAB valuéor the disclosure yeain question
and

c means theaggregateopening RAB value for existing assdts the base
year

| (3)  Where aqualifying supplierdisclosesaterm credit spread differentiakallowance

pursuant toan ID determination the Commissionfor the purpose of assessing the
qualifying supplier'sprofitability pursuantto its powers relating to default price
guality regulationin s 53P of théct, will treat suchan allowanceas an expensm

the disclosure yeain respect ofwhich that allowancewasdisclosed
4.4.8 Methodoloqy for estimating term credit spread differential
(1) Term credit spread differentiad the amount determinedor aqualifying supplierin
accordance with the formuta
(A+B)xCxD,
where-
(a) 'A'isthe sum ofthe term credit spread differenceand debt issuance
cost readjustment
(b) 'B'is the book value of theualifying supplier'stotal interestbearing
debt as at thébalancedate of the supplier's financial statements
audited and published in thdisclosure yeain question relate;
(c) 'C'isleverage and
(d) 'D'is, in relation to theyualifying supplier the average of
()  the sum ofopening RAB valuesnd
(i)  the sum ofclosingRAB values
(2)  For the purpose of subclause (1)(a), 'debt issuance cestljiesstment' is theamount
determined in accordance with the formula
(0.01+ original tenor of thequalifying debt- 0.002 x book value in New
Zealand dollars of thaualifying debtat its date of issue
which amount, for the avoidance of doubt, will be a negative number.
4.4.9 Term credit spread difference
(1) Term credit spread differends determined in accordance with the formula
TxU,
where-
(a) 'T'is the amount determined in accordance with the formula
0.00075x (original tenor of theualifying debtc 5)
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(b)

'U'is the book value in New Zealand dollars ofdii@lifying debtat its

date of issue

(2)  For the purpose of this clause, where thealifying debtis issued to aelated party,

‘original tenorof the qualifying debt means the

(a)

tenor of thequalifying debt; or

(b)

period from thequalifying debt'sdate of issue to the earliest date on

which its repayment is or may be required,

whichever is the shorter.

4.4.10Interpretation of terms relating to term credit spread differential

(1) Wvdzad t AFEAYI RSo6GQ YSIkya  tAyS 2F RSol

(a)

with an original tenor greater than 5 years; and

(b)

issued by aualifying supplier

(2)  Wualifying suppligdneans aequlated suppliemwhose debt portfolio, as at the date

of that supplier's most recently published audited financial statements, has a

weighted average original tenor greater than 5 years.

SUBPART Teconsideration of the default pricguality path

4 5.1 Catastrophic Event

Catastrophic event means an event

(@)
(b)

(©)
(d)

beyond the reasonable control of theTB

in relation to which expenditure is not explicitly or implicitly provided
for in theDPP

that could not have been reasonably foreseen at the timefrPwas
determined; and

in respect of which

(i)

(ii)

(i)
(iv)

4.5.2 Changesvent
Change event meags

2655759

action required to rectify its adverse consequences canmot b
delayed until a futureegulatory periodwithout quality standards
being breached;

remediation requires either or both afapital expenditureor
operatingexpenditureduring theregulatory period

the full remediation costs are not provided for in tB&P; and

in respect of &5TBsubject to aDPR the cost of remediation net of
any insurance or compensatory entitlementsuidhas had or will
have an impact on the price path over tesclosure year®f the
DPPremaining on and after the first date at whielvemediation
cost is proposed to be or has been incurred, by an ametigast
equivalent toat least1% of the aggregatefrecastnet allowable
netionalrevenuefor the disclosure year®f the DPPin which the
cost was or will be incurred.
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(@) changein a; or

(b) anew,
legislative or regulatory requirement applying t@&d Bsubject to aDPPthe
effect of whiclt

(c) must take place during the currentégulatory period

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

either-

(e) __necessitats incurring additional reasonable costs in responding to the
change or new requirement that hdsd or will havean impact on the
price path of thedisclosure yearef the DPP regulatory perioth which
the change or new requirement agpes of at least 1% of the aggregate
amount of theforecastnet allowable revenuefor the disclosure years
in which the net costs are or will be incurred; or

{e)f) causes aninput methodologyto become incapable of being appliedH

necessitate-incursion-of costs-inresponse which-costs.over the

4.5.3 Errorevent

(1) ‘ErrorS @ Siyieard subject to subclause (2), a clearly unintended circumstance
identified by theCommissionwhere theDPPwas detemined or amended based on
an error, including where:

(a) incorrect data was used in setting the price path or the quality
standard; or

(b) data was incorrectly applied in setting the price path or quality
standards.

(2)  For the purposes of subclause (1), an erroatiab to-

(a) __the price path will not constitute aarror eventunless the error has an
impact on the price path of an amount equivalent to at least 1% of the
aggreqgateorecastnet allowable revenuefor the affecteddisclosure
yearsof the DPP and

(b) the metrics by which quality standards are specified in@rPwill not
constitute anerror eventunless it is an error in the value of the metric.
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4.5.4 Major transaction

Wal 22 NJ (NI WSl yGal Al 2 whebher voatingerit ar 20f, where
consumersare acquiredor no longersuppliedby the GTBandthat transaction

(a) 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
GT Q& 2 LISV A vidthedisclosurgyeat oflzZ8quisition:

(b) has resulted in, or will result ithe disposal of, or an agreement to
dispose of, assets of tHeTB with a value of more than 10% of the
opening RAB valu@ the disclosure yeaof disposal

(c) _has, oris likely to have, the effect dfede GTB acquiring rights or
interests with a value which is equivalent to more than 10% of the
opening RAB valua the disclosure yeaof acquisition; or

(d) has, oris likely to have, the effect of tl&B incurring obligations or
liabilities or contingent &bilities, excluding loans or borrowing costs in
respect of assets, with a value which is equivalent to more than 10% of
the opening RAB valu@ the disclosure yeanof incurring the

obligation
45455 When pricequality paths may be reconsidered
(1) AGFBsDPPmay be reconsidered by theéommissiorif-

(@) the Commissiorconsiders or the GTBapplies to theCommissiorand
satisfies theCommissionthat-
By g : : isfies it lication.
that-

(1) subject to subclause (2),catastrophic eventas occurredes
(i) achange evenhas occurred

(iii) _there has beeranerror event; er

@h(iviamajor transactionhas occurredor

¢d)—false or misleading informatiorhas been provideshibelausd3).

applies-or
(V) aehahgo-ovonhasecchirod
(2) For the purpose of subclaug#)({e)(i), where the costs to rectify the adverse
consequences of theatastrophic eventare fully covered by

(@) the DPP(e.g.through anoperational expenditureallowance for se#
insurance); or
(b) commercial insurance held by ti&TB
the Commissiorwill only reconsider the quality standards of tB®P

8 C2NJ GKS 1JzN1J2 &S 2F &dzo Of  dzda S 6 mMOBRSO 6 GO X W
subclause-applies-if
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(a) false or misleading information relating to the makimgamendingof a
DPP determinatiorhas been knowingly

(i) provided bya GTBor its agentdo the Commission or
(i) disclosed pursuant tthe Gas (Information Disclosure) Regulations
1997 or anD determinationy and

(b) the Commissiorrelied on that information in makingr amendinga
DPP determinabn.

4551.5.6  Amending priceguality path after reconsideration

(1) Whereg after reconsidering ®PR the Commissiordetermines that theDPPshould
be amended, th&€ommissiormay amend either or both of the price path or the
quality standards specified in tH2PP detemination, subject to the rest of this
clause.

(2) TheCommissiorwill not amend the

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

(i) the catastrophic event

(i) thechange event

(i) the error event;

@i(v)  the major transaction or

(v)the provision offalse or misleading information

on price; or

(b) quality standards more than are reasonably necessary to mitigate the
effect of-

(i) the catastrophic event

(i) the change event

(ii) the error event,

@g)(iv) _ the major transaction or

(v)ithe provision offalse ormisleading information

on quality.

SUBPART dreatment of periods that are not 12 month periods

4.6.1 Treatment of periods that are not 12 month periods

Where thestart orend date of anydisclosure yeais not aligned with thestart orend
date of aDPPregulatory periad, the Commissiomrmayapplythe input
methodologiesmodifiedto the extent necessarp allow any allowance, amount,
cost, sum or value for thatisclosure yeato be calculated or determined in a way
commensurate with the change in the length of ttisclosure yeato a period other
than 12 months.
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SUBPART Availability of Information

4.7.1 Availability of information

(1) Wherea GTBhas not disclosethe information necessary to calculatay allowance,
amount, cost, sunor value referred tan this Partiin accordancavith Part 2for a
base yearor a laterdisclosure yearthen the information may instead be determined
by the Commissiorusing information disclosed by ti@&TBin accordance with atD
determination, prior information disclosure requirements or a requést
information by theCommissiorunder s 53ZD of thAct.

(2) Any information determined in accordance with subcla(lsanust be determined in
accordancewith 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 nature of the information available.
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PART 5 INPUT METHODOLOGH3XR CUSTOMISED PRICE
QUALITY PATHS

SUBPART ZTontents ofa CPPapplication

5.1.1 Applying for a CPP
(1) AGTBseeking &PHn accordance with s 53Q of tect must provide the
Commissiorwith a CHP application

(2) CPP applicatiomears an application containing, in all material respects, the
information specifiedin-

(@) thissubpart and
(b) Subpart 5
5.1.2 Evidence of consumer consultation

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

(@) adescription as to how the requirements of clalsé.1were met;

(b) alist of respondents to the consultation required by that clause;

(c) adescription of all issues raised by consumers in response GRie
applicant'sintended CPP proposal;

(d) asummary of the arguments raised in respect of each issue described in
accordance wittparagraph(c), and

(e) inrespect of the issues described in accordance with paragi@pan
explanation as to whether it€PP propodaaccommodates 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

(@) averification report, and

(b) any informationrelating to theCPP proposalother than information
requiredto be included in PP proposdly Subpart Sprovided to the
verifier by or on behalf of th&€PP applicantpursuant to clause
5.6.2(3Ja)(c) ands5.6.2(3je);

Examples: instructions as tow to interpret information provided to the
verifier; details as to the source of the informatj@md

(c) any other information relied upon by theerifier relating to theCPP
proposalpursuant to clause 5.6.2(3)(d); and

{e)d) subject to subclausg), a certificate signed by theerifier stating that
the relevant parts of theCPP proposakere verified andverification
report was prepared in accordance wi8thedule G
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(2) For the purpose o$ubclausg1)(c) the CPP applicaninust ensure that the
certificaterequired by thatsubclause relates taerification of the relevant parts of
the CPP proposas submitted to theCommission

5.1.4 Auditand assuranceeports

(1) For the purpose of clauge1.1(2)(a)inrespect of audibr assurace, the specified
information isa report written by arauditor and signed by thaauditor (either inan
individual'sown name or that of firm) in respect of an audiir assurance
engagemenundertaken of the matters specified atause5.6.3 stating

(@) the work done by thewditor;
| (b) the scope and limitations of the audit assurance engagement

(c) the existence of any relationships (other than thatefitor) 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 audit assurance engagemerand,
if not-

(i) details of the information and explanations not obtained; and
(i) any reasons provied by theCPP aplpcantfor its or their non
provision;

(e) theauditor's opinion of the matters in respect of which the audit
assurance engagemewasundertaken.

(2) AForthe-aveidance-of-doubtpnauditreportin respectof an auditor assurance
engagemenundertaken other than expressty meetforthe requirementgpurpese
of clauses.6.3may be considered is-aa auditrepoert-complysrg with subclausdl)
to the extent thatif-the reportin respect of that othaewelateste-araudit or assurance
engagemenfully or partially meet8ling the requirements of clausg.6.3

(3) TheCPPapplicantmust ensure thathe-auditreportsrequired by this clause relate
to the CPP proposas submitted to theaCommission

(4) For the avoidance of doubt, thesditreportsrequired by this clause need not be

(@) prepared in advance of theerifier undertaking verification of th€PP
proposal nor
(b) provided to theverifier.

| (5) If, notwithstanding subclaus@), aa auditreport prepared in accordance with this
clause is provided tthe verifier, subclausg3) continues to apply.

5.1.5 Ceriification

(1) Forthe purpose of clauge1.1(2)(a)inrespect of certification, the specified
information isthe certificatesrecording the certifications specified clauses.6.4

(2) For the avoidance of doubt, one physidakcumentmay contain more than onef
the certifications specifiedin clauses.6.4

5.1.6 Modification or exemption of CPP application requirements

(1) TheCommissiommay approve a modification to, or exemption from, any
requirement set out in

2655759 105



(@) this subpart;

(b) Subparts;

(c) Subpart6; or

(d) schedules relating to subparts identified in paragraphs (a) to (c) above

(2) A modification or exemption may be approved where, in@@nmissio®a 2 LAY AZ2Y Z
the modification or exemption will not dedict, to an extent that is more than minor,
fromt

(@) theCommissio® & S @I f dzERPAppbsal T (1 K S

(b) theCommissio®d RSGSNYGPPaNdAZ2Y 2F |

(c) the ability of interested persons to consider and provide their views on
the CPP proposal

(3) __ When considering whettr a modification or exemption is likely to detract, to an
extent that is more than minor, from the processes listed in subclauses-(2)(dhe
CommissiommayK I #S NB I NR (G2 GKS &A1l S 2F G(KS &adzL
£3)X4) A modification or exemption will only apply for the purposes of assessing compliance
of aCPP applicatiominder s 53S(1) of thactt

(a) if the Commissiorhas previously approved a request bBP
applicantfor the modification or exemption in accordance wilause
51.7;

(b) in respect of theCPP applicarand theCPP applicatiomndentified in the
Commissio®a I LIINB @I f T | yR

(c) if the CPP applicantlects to apply the modification or exemption by:

()  meeting all conditions and requirements specified in the approval
that relates to the modification or exemption; and

(i)  providing the relevant information specified in clause 5.1.8 as part
of its CPP application

5.1.7 Process for obtaining a modification or exemption

(1) Atany time prior to providing th€ommissiorwith a CPRapplication, aCPP
applicantmay request modifications or exemptions to the requirements listed in
clause 5.1.6(1) as alternatives to those requirements.

(2) Arequest by £PP applicantnustt

(@) be in writing;
(b) include the following information:

() the CPP applicaih @@me and contact details;

(i) a brief description of the key features of its intendé®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 modificatiors exemptions 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 sengtiv
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(3) Sulparagraph(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 isubclause.1.6(2) are met.

(4) In considering whether to ggove a request for modification or exemptions, the
Commissiomrmay seek, and have regardtto

(@) views of interested persons within any time frames and processes set
by the Commissionand

(b) views of any person thEommissiorconsiders has expertise on a
relevart 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 are approved; and
(b) the approval of any modification or exemption is subject to conditions
or requirements that must be met by tHéPP applicant

5.1.8 Information on modification or exemption of information reguirements

Where aCPP applicantlects to apply a modification or exetign approved by the
Commissiorin accordance with clause 5.1.7, it must include as part @R
applicatiornt

(@) acopy ofthecCommissio®a | LILINR @ £ T

(b) alist of the approved modifications or exemptions which @P
applicanthas elected to apply in itSPPapplication;

(c) evidence that any conditions or requirements of the approval have
been met; and

(d) anindication, at the relevant locations within the document or
documents comprising th€PP applicationas to where the
modifications or exemptions have beenmied.

SUBPART Zommission assessment @fcustomised pricequality path
proposal

5.2.1 Bvaluation criteria

TheCommissiorwill use the following evaluation criteria to assesshCPP
proposal

(@) whether theCPP proposak consistent with thénput methodologies
specified inPart 5

(b) the extent to which &CPHn accordance with th€PP proposakould
promote the purpose of Part 4 of th&ct;

(c) whetherdata, analysis, and assumptions underpinning @P
proposalare fit for the purpose of th€ommissiordetermininga CPP
under s 53Vincluding consideration as to the accuracy and reliability of
data and the reasonableness of assumptions and other matters of
judgement;
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(d) whether proposectapital expenditureandoperating expenditure
meet theexpenditure objective and
(e) the extent to which

(i) the CPP applicanttas consulted witltonsumerson its CPP
proposal and
(i) the CPP proposat supported byronsumers where relevant.

SUBPART B®etermination of customised pricequality paths

SECTION 1 Determinationof annual allowable revenues

5.3.1 Annual albwable revenues

Amountsfor-

(@) controllable opexXor the CPRegulatory period

(b) building blocksallowable revenue before tafor the next period;

(c) building blocksallowable revenue after taxor the next period

(d) maximum allowable revenue before tasor the CPP regulatory periad
and

(e) maximum allowable revenue after tator the CPP regulatory period

will be determined

5.3.2 Building blocksllowable revenue before tax

| (1) ‘Building blocks allowable revenue before f#or eachdisclosure yeaof the next
period is, subject to subclausg), determined in accordance with the formula

(regulatory investment valuex cost of capitaktotal value of commissioned
assetsx (Tkca- 1) +term credit spread differential allowance TF- total
revaluation) + (Tke, - corporate tax ratex TH

+ total depreciationx (1¢ corporate tax ratex TH

+forecast operating expenditure< TFx (1¢ corporate tax rate
~stherregutateddncomes Thx {1c corporatetaxrald

+ (permanent differencest positive temporary differences negative

temporary differences tax depreciation- notional deductible interest-
utilised tax lossey xcorporate tax ratex TF + (Tke, - corporate tax ratex TH).

(2) For the purpose of subclaugt), where regulatory net taxable incormeterminedin
accordance witltlause5.3.13(2) is negativeusing for the purpose of clause
5.3.13(4) the amount ofbuilding blocks allowable revenue before tadetermined in
accordance witlsubclausg1), building blocks allowable revenue before tais
determined in accordance with the formula

2655759

(regulatory investment valuex cost of capitaktotal value of commissioned
assetsx (TRca- 1) +term credit spread differential allowance XF- total
revaluation +total depreciation + They

+forecast operating expenditurex TF+ Tk,
- other regulated incomex TF + The..
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(3) ‘Regulatory investment valéeanstotal opening RAB value

(4)  For the purpose of subclauses (1) and@§i 2 G+ t @ £ dzS 2F O2YYA&aa
means, in relation to disclosure yearthe sum ofclosing RAB valudsr all
commissoned assets calculated in accordance with clabs26(3)(b)

(5) For the purpose of subclauses (1) and {2),

(@) TFis determined in accordance with the formula
(1 + cost of capita)-82%>
(b) TReyvis determined in accordance with the formula
(1 + cost of capitaf-*3%>
(¢) TFRscals determined iraccordance with the formuta
PWcax (1+ cost of capitdl ~total value of commissioned assg&nd

(d) PWcameans the sum of the present valueabsing RAB value®sr
commissionedassets calculated in accordance with clabs26(3)(b)
where each present value is determined by discounting eda$ing
RAB valudby thecost of capitafrom the relevantcommissioning date
to the commencement of the relevautisclosure year

(6) For the purpose ollhls clause cost of capltalhas themeannq specmedn clause

(7) Porecast operating expenditu@neans in relation to aCPP proposal

(a) that has not been assessed by tBemmissionthe amount of
operating expenditurefor the relevantdisclosure yeaincluded by the
CPP applicann itsopex forecast or

(b) undergoing assessment llye Commissionthe amount ofoperating
expendituredeterminedfor the relevantdisclosure yeaby the
Commissiorafter assessment of the amount in paragrajhagainst
the expenditure objective

£9)(8) For the purpose of this clause, all val@gl amounts are expressed in nominal terms
unless otherwise specified

5.3.3 Building blocksllowable revenue after tax

| (1) ‘Building blocksllowable revenue after t&bis building blocksallowable revenue
before taxlessforecastregulatory tax allowance
(2) For thepurpose of this clause, all values and amounts are expressed in nominal
terms.
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5.3.4 Price path

(1)

(2)

3)

(4)

| (5)

| (6)

The present value of the series of valuesnaiximum allowable revenueafter tax
must equathe present value of the series btiilding blocks allowable revenue
after tax lessadjusted foranythe presentvalue ofanyclawback for theCPP
regulatory period where present values are determined in accordance with
subclausd3).

In subclausél)-

(a) the reference to clawback is a reference to clalack determined by
the Commissiompursuant to $£3V(2)(b)in the case of £PP
determination made

() ___inresponse to &PP proposahade in accordance with provisions
in aDPP determinatiorrelating to the submission @PP proposals
in response to &atastrophic eventor

(i) as a result of a reconsideration of tpeice-quality pathin
accordance with clause 5.71j and an amendment made to the
price-quality pathafter reconsideration under clause 5.718;and

(b) each reference to a series of values is a reference to the value
determined in respect of eadtisclosure yeaof the CPRegulatory
period.

For the purpose of subclaugg), the present value of each series must be

determined usmqhe cost of capltal as specmed in clause 5. a—di&eeum—Fate-eqHal
ion

For the avoidance of doubt]awbackin subclause (1) refers the amountxit-enly

be determined in respect of thperiod between the date of theatastrophic event
and the date theCPP determinationvill come into effect

For the purpose of this subpafithe Yhaximum allowable revenue before @wor the
first disclosure yearof the CPP regulatory periot the amount of maximum
allowable revenue before tar thefirst disclosure yeaof the CPP regulatory period
required forsubclause1)to be satisfied.

For the purpose of this subparffie thaximum allowableevenue before tasfor
eachdisclosure yeaof the CPP regulatory periodxcept the firsimust equal

MAR.1® (1 +0CP)® (1-X)3+1+50),

where-

MAR,.; is themaximum allowable revenue before tai the preceding
disclosure yeay

LOCPIs the CPHnNflation rate; and

Xisanyhe X factor_gnge,t to the GTB-beingthe-same-value-ineachyear of
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£8)7) Waximum allowable revenue after tals maximum allowable revenue before tax
lessforecast regulatory tax allowance
{9)(8) For the purpose of subclaugés), 'forecast regulatory tax allowance' means

(@) whereopening tax losseare nil in evenydisclosure yeaof the next
period, forecast regulatory tax allowanceand

(b) in all other caseghe amount calculated in accordance with clause
5.3.13 with the modification that the reference iolause5.3.13(4)o
'building blocks allowable revenue before tax' is substituted with
'maximum allowable revenue before tax

(9) WY/ tnflatioi ratemeansthe amount determined in accordance with the formula
[(CP}]+CPj+CP{+CPJ) + CPJ*+CPy* +CP{* + CPJ™] -1,
where-

CPl meansforecastCPlfor the nth quarter of thedisclosure yeain question
and

CP{* meansforecastCPlfor the equivalent quartein the precedinglisclosure
year.

SECTION 2 Costallocationand asset valuation

5.3.5 Allocating forecast values of operating costs not directly attributable

(1) Forecasts obperating costan eachdisclosure yeaof the next periodmust,in the
case of aroperating costfor which disclosure pursuant to 4B determinationhas

(@) been made for theastdisclosure yeaof the current period be
consistent with theoperating costallocatedto gas transmission
servicesn that disclosure; and

(b) not beensomade,be consistent with an allocation afperating costs
to gas transmission servicesarried out in respect of thenostiast
recentdisclosuremadeyear foref the current periodin accordance with

clause2.1.1
(2) Where a sale of the assets usedsupplygas transmission servicemnd either or
both-
(@) another regulated serviceand
(b) anunregulated service
is-

2655759 111



(c) completad between the start of theassessment perio@nd the time
the CPP applicatioiis made or
(d) highly probable

operating costsattributable to gas transmission servicem respect of each
operatingcostnot directly attributable affected by the saldgs determinedas the
value allocated t@as transmission servicess a result oapplyingclause2.1.1in
respect of thelastdisclosure yeaof the assessment period

5.3.6 RAB roll forward
(1) The opening RAB valoé an asset in relation to

(@) thedisclosure yeaR01Q is theinitial RAB valugand
(b) adisclosure yeathereatter, is, where thelisclosure year

(i) followsadisclosure yeain respect of which disclosure pursuant to
an D determinationrelating to that asset has been madeath
asset's disclosedosing RAB value

(i) is thefirst disclosure yeaof the next periodfor whichdisclosure
pursuant to anD determinationrelating to that asset for the
precedingdisclosure yeahas not been madejetermined in
accordance with subclaugg), or

(i) is any othedisclosure yearthe closing RAB valuir the
precedingdisclosure year

(2) For the purpose of subclaugg)(b)(ii) the opening RAB value of an assewhich
this subclause applies is determinas the value allocated tgas transmission
servicesas a result oapplyingclause2.1.1to its unallocated closing RAB valder
the precedinglisclosure year

(3) dosing RAB valumeans subject to subclausét), for an asset

(@) with anopening RAB valughe value determinedn accordance with
the formula

opening RAB valuedepreciation+ revaluation;

(b) having orforecast tohave acommissionng datein that disclosure
year, where the asset

() bhas beercommissionedby the date theCPP applicatioiis made,
its value of commissioned assgbr

(i)  has not beercommissionedby the date theCPP applicatiois
made, itsforecastvalue of commissioned assgt

but onlyto the extent that the value would be includéal the closing RAB
valueconsistent with application of claugel.l or

(c) thatis oris forecast to be disposed assetnil.

(4) For the purpose of subclau¢g), where a sale of the assets usedsiapplygas
transmission serviceand either or both

(@) another regulated serviceand
(b) anunregulated service
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is-
(c) completed between the start of theassessment perio@nd the time

the CPP applicatiois made; or
(d) highly probable

closing RAB valua respect of eaclassetnot directly attributable affected by the
sale is determineas the value allocated tgas transmission servicess a result of
applyingclause2.1.1in respectof its unallocated ¢osing RAB valuef the last
disclosure yeapof the assessment period

(5) The unallocated opening RABlIwe of any asset in relation to

(@) thedisclosure yeaR010,is theunallocatedinitial RAB value
(b) adisclosure yeathereatfter, is where thedisclosure year

(i) follows adisclosure yeain respect of which disclosure pursuant to
anID determinationrelating to that asset has been made, that
asset's disclosednallocated closing RAB valuand

(i) is any othedisclosure yearits unallocatedclosing RAB valum
the precedinglisclosure year

(6) Unallocated closing RAB valeneans,in relation to

(@) an assethatis or is forecast to be disposed assetnil;
(b) any other assetvith anunallocated opening RAB valyéhe value
determinedin accordance with the formufa

unallocated opening RAB valuaunallocated depreciationt
unallocatedrevaluation; and

(c) anyother asset

() that has acommissioning datebetween the commencement dhe
disclosure yeain which theCPP applicatiofis madeand the
application'ssubmissionits value of commissioned assgor

(i) forecast tohave acommissiornng datethereafter, itsforecast
value of commissioned asset

(7)  The total opening RAB value in relation to

(@) thedisclosure yeaR010Q is the sum of alhitial RAB valuesand
(b) anydisclosure yeathereafter, is the total closing RAB valuthe
precedingdisclosure year

(8) For thepurpose of sublause(7), 'total closing RAB value' means, in relation to a
disclosure yearthe sum ofclosing RAB valudsr all assets

5.3.7 Depreciation

(1) Unallocated depreciation, in the case of an asset witlhiaalocatedopening RAB
value, isdetermined subject to subclausg)and clause$.3.8and5.3.9 in
accordance with the formuta
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[1 +remaining asset lif¢x unallocatedopening RAB value

(2) Depreciation, in the case of an asset withagening RAB valugsdetermined
subject tosubclaus€3) andclause5.3.8 in accordance with the formula

[1 +remaining asset lif¢x opening RAB value
(3) For the purpossof subclause(1)and(2)
(@) unallocated depreciation andepreciationarenil in the case of

() land;and

(i) aneasementother than afixed life easement and

(i) network sparein respect of the period before which depreciation
for the network sparein question commences und€GAAP and

(b) in all other cases, wherithe asset'sphysicalasset lifeof an asset at the
end of thedisclosure yeais nit

() unallocated depreciation ithe asset'sunallocated opening RAB
value; and
(i) depreciation ighe asset'opening RAB value

5.3.8 Depreciation alternativedepreciationmethod

(1) Depreciationand, subject to claus®.3.9 unallocated depreciatiomay be
determinedin respect of &CPP regulatory periodsing aralternative depreciation
method-te-thestandard-depreciationmethod, provided theCommissiornis satisfied
that the resultof applying thealternative depreciationmethod would better
promotethe purpose of Part 4 thatihe result ofapplyingthe standard depreciation
method.

(2) For the avoidance of doubt, subclaudg does not apply to the determination of
depreciationor unallocated depreciatiom the assessment period

5.3.9 Unallocated @preciation constraint

For the purpossof clauses.3.7and5.3.8 the sum ofunallocateddepreciationof
an asset calculated over igsset lifemay not exceed the sum of

(@) allunallocatedrevaluationsapplying to that asset in allisclosure
years and
(b) inthe case of an asset

() intheinitial RAB its unallocatedinitial RAB valueand
(i) notin theinitial RAB its value of commissioned asseir forecast
value of commissioned assgéas the case may be.

5.3.10Revaluation

(1) Unallocated revaluationsubject to subclase(3), is determined in accordance with
the formula

unallocated openingRAB valuex revaluation rate
(2) Revaluation,subject to subclaus€), is determined in accordance with the formula

openingRAB valuex revaluation rate
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(3) For the purposes asubclause$l)and(2), where

(@) the asset'physical asset lifat the end of thedisclosure yeain
question is nilor
(b) the assetisa

(i) disposed assetor
(i) lost asset

unallocated revaluation and revaluation are nil.

(4) Revaluation rate means, in respect afliaclosure yearthe amount determined in
accordance with the formuta

(CPy+CP%) -1,
where-

CPJ meansforecast CPior CPP revaluatiorfior the quarter that coincides with
the end of thedisclosure yearand

CPJ*meansforecast CPlor CPP revaluatioffor the quarterthat coincides with
the end of theprecedingdisclosure year

(5) Forecast CRbr CPP revaluatiomeans, for the purpose of subclause (4), when
calculating theevaluation rate-

(a) _in the CPRegulatory periodand up to the end of th®PP requlatory
period, as forforecast CPI for DPP revaluatiom accordance with clause
4.2.3(4)a), 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
WACGpplicable to the relevanDPP regulatory periogvas determined,
the CPllast applying under paragraph (a) extid 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 lag of those years being equal to the target midpoint for the change
in_headlineCPlIset out in the Monetary Policy Statement referred to in

paragraph (b).

5.3.11Forecast glue of @mmissioned assets

| (1) ‘Porecast valuef commissioned ass@in relation to an assedor whichcapital
expenditureis included in forecast capital expendituiacludingan assein respect
of whichcapital contributionsare orare forecast to be receivedr avested assel

| meanssthe forecast cost of thasset toa GTBdetermined by applyin@GAAPo the
asset as on its forecasbmmissioning dateexcept thaf subject to subclaus«?2)
and(3), the cost of

2655759 115



(2)

2655759

(@) anintangible assetunless it is

() afinance leaseor
(i) anidentifiable nonrmonetary asset

is nil;
(b) aneasementis limited to its forecast market value as on its forecast
commissioning dateas determined by &aluer,

(c) easement lands nil;
(d) anetwork spare

(i)  which is not required, in light of the historical reliability and
number of the assets it is held to replace;

(i)  whose cost is not treateds the cost of an asset undéAAR
whetherwholly orin part,

is nil;
(e) anasset

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

is limited to its value determined in accordance witput methodologies
applicable tathe servicessuppliedby that other regulated supplieras on
the forecastcommissioning date

() anassetthat was previously used yGTBin its supplyof other
regulatedservicess limited to its value determined in accordance with
input methodologiesapplicable to thos@ther regulated servicess on
the day before thforecastcommissioning date

(g) an assebr assets, or components of assets, forecast tabgiired
from arelated party,and forecast to beommissionedduring any
disclosure yeanof the CPP regulatory periodther than assets to which
paragraphge)or (f) apply, arethe forecast values as determined by the
GTB supported by a written certification kiyo fewer than 2irectors
of the GTBthat they are reasonably satisfied that tlasset valueare
consistent withvalues determined in accordance wihbclausg7)é);

(h) an asset in respect of whidapital contribuions are or are forecast to
be receivedwhere such contributionsare not taken into account when
applyingGAAR is the cost of the asset by applyiBfAPreduced by
the amount of thecapital contributions and

() avested assetn respect of which its fair value is or would be treated as
its cost undeiGAAR must exclude any amount of the fair value of the
asset determined undeGBAAPhat exceeds the amount of
consideration provided or forecast to be provided by (B€B

For thepurpose of subclaus@l), where anassetforecast to becommissioneds
forecast to be used tsupplyeither or bothan other regulated serviceand an
unregulated serviceitsregulated service asset valusorne byregulated servicesin
aggregate
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(@) maynot exceed the total value of the asset that would be allocated to
regulated servicesin aggregate, usirgCAM and

(b) must be based only on forecast changes in@WBs business of
supplying gas transmission services

(3) When applyingGAAPfor the purpose osubclausg1l), the cost of financing s

(@) applicable only in respect of the period commencing on the date the
asset becomes or is forecast to becomeaks under construction
and terminating on iteommissioning dateor forecastcommissioning

0 £ oHhat-gate;the-most
recently-published-estimatealculated using a rate not greater than the
GT. (arecast weighted average of borrowing costs for each applicable
disclosure year
(4 C2NJ 0KS LJzN1lJ2&aS3 2F &dzoOfl dzaS 6000060 Z
O22aiaQ Aa ddclos@azedusing RrinchRNskt but iBAAP taking into
account:

@t
A
(0p])

(a) __the cost of financing rate is the forecast weighted average of the costs
applicable to borrowings in respect oapexthat are forecast to be
outstanding during thalisclosure year

(b) the total costs applicable to borrowings outstanding as used in
calculating the weighted average must include costs of borrowings
made or forecast tdoe made specifically for the purpose of any

particularg

() capex projectsor
(i) capex programmesand

(c) __the amount of borrowing costs forecast to be capitalised during the
disclosure yeamust not exceed the amount of borrowing costs
forecast to be incurred dumg thedisclosure year

(d) where acapital contributionis received by &1B, the relevant asset
will becomeworks under constructiorfor the purposes of calculating
the cost of financing;

(e) subject to subclause (i),aapital contributionwill reduce the cost of
works under constructionfor the purpose of the calculation of the
finance cost, even if the resulting valuevadrks under constructions
negative;

(f) _ subject to subclause (g), where the valuevoirks under construction
will be neative in accordance with subclause (e), the cost of financing
for the period ending on the forecasbmmissioning datewill be

negative;
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(0) where the cost of financing an asset whickvirks under construction
is negative under subclause (f), it will redube forecast value of the
relevant asset or assets by that negative amount where such a
reduction is not otherwise made und&AAP

(h) __for the purpose of subclause (dyorks under constructiorincludes
assets that are forecast to be enhanced or acquired; and

() where the cost of financing is forecast to be derived as income in
relation toworks underconstructionand is

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

it will not reduce the forecast value of the relevant asset or asasbEre
such reduction would not otherwise be made undeAAP
{4)5) For the avoidance of doubt

(&) revenue derived or forecast to be derivadrelation toworks under
constructionthat is not included in regulatory income under Hh
determination erprecedingrgulatoryinformation-diselosure
reguirementsreduces the cost of an asset by the amount of the
revenue where such reduction is not otherwise made ur@&AP and

(b) where expenditure on an assethich forms or is forecast to form part
of the cost of that asset und€sAARs incurredor forecast to be
incurred by aGTBafter that asset ifommissionedor forecast to be
commissioned such expenditure is treated as relating to a separate
asset.

{5)(6) In this clause, ‘forecast capital expenditure' means, in relation @& proposal

(@) that has not been assessed by tiemmissionthe amount ofcapital
expenditurefor the relevantdisclosure yeaof the next period
included by theCPP applicanin its cgpexforecast and

(b) undergoing assessment by tlB®mmissionthe amount ofcapital
expendituredetermined for the relevantlisclosure yeaof the next
period by the Commissiorafter assessment of the amount in
paragraph(a) against theexpenditure objective

| {6)(7) Forthe purpose of paragraph.3.11(1)(g)the forecast value of any assets, or
components of assets, must lbensistent with values determined in accordance with
one of the followingg

(@) the forecast price to be paid by thH@TBfor the asset, where the
forecast cost of all assets to be acquired from tekted partyand first
commissionedn anydisclosure yeanof the CPP regulatory periodwill
be less tharg

(i) one percent of the sum ajpening RAB value®r the GTBfor that
disclosure yearor

(i)  20% of the cost of all assets to be ficsimmissionedoy the GTBIn
that disclosure year

(b) the forecast price to be paid by tH@TBfor the asset, where
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(€)

(d)
(e)
(f)
(9)

(h)

(i) itis reasonably expected that at least 50% of thkated partyQ a
sales of assetsilWbe to third parties in thalisclosure yeain
which the asset is firsiommissioned and third parties may
purchase the same or substantially similar assets fronreteted
party on substantially the same terms and conditions, including
price; or

(i)  that forecast price is substantially the same as the price paid for
substantially similar assets (including any adjustments for inflation
using CPI or an appropriate input price index) in the preceding 3
disclosure yeas from a party other than eelated party;,

the price to be paid by th&TBto the related partyfor an asset to be
commissionedn adisclosure yeain the CPP regulatory periotias
been determined following a completed competitive tender process,
provided that

(i) the price is no more than 5%gher than the price of the lowest
conforming tender received;

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

(i) at least one other qualifying proposal was received; and

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

its forecast depreciated historic cost on the day before the forecast
acquisition by theé5TBdeterminedin accordance wittGAAP

its forecast inventory value on the day before the forecast acquisition
by the GTBdetermined in accordance witBAAP

its forecast market value as at temmissioning dateas determined by
avaluer,

its forecast directly attributable cost as would be incurred by the group
to which theGTBandrelated partyare a part, determined in
accordance wittGAAR as if the consolidated group was t@a B

the forecast price to be paid by tH@TBfor the asset rélects the price
2NJ LINAOSa GKIF G ¢ AamithRransastion,Jbrévieed A y
the price cannot otherwise be determined under paragraph<; (@).

5.3.12Works under construction

(1) Opening works under constructioneans, in respect of

(@)
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the firstdisclosureyear of the next periodwhere that year is
consecutive to alisclosure yeain respect of which disclosure pursuant
to anID 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 th® determinatiory and

(b) any year other than the firdisclosure yeaof the next period, closing
works under constructiorof the precedinglisclosure year

(2) For the purpose of subclaug#)(a)(i) ‘initial works undeiconstructiort means
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 clauseo "forecastcommissioning daté are substiuted with
"forecast date that expenditure is incurred".

(3) dosing works under constructiasthe amountdetermined in accordance with the
formula

opening works under constructiofr sum ofcapital expenditure- (sum ofvalue
of commissioned assstt+ sum offorecast value of commisened assets

where-

(@) the sum ofvalue of commissioned assetmly includes value® the
extent that they are included iolosing RAB valuedisclosed pursuant
to anID determination and

(b) the sum offorecast value of commissioned assaisly includes values
to the extent that they are included in the sumabsing RAB values
provided pursuant to clause.5.904d)(ii).

SECTION 3 Treatment of taxation

5.3.13Forecast requlatory tax allowance

(1) Forecast regulatory tax allowant® where forecastegulatory net taxable income
is-

(@) nil or a positive number, thtax effectof forecastregulatory net
taxable income and
(b) a negativenumber, nil.

(2) ‘Regulatory net taxable incomimeansregulatory taxableincomelessutilised tax
losses
(3) ‘Regulatory taxable incom@s determined in accordance with the formula

regulatory profit / (loss) before tax+ permanent differences+temporary
differences- notional deductible interest

(4) ‘Regulatory profit / (loss) befe taxXdineans the value determined in accordance with
the formula

building blocks allowable revenue before taxethert+egulated-income

operatingexpenditure- total depreciation

(5) WNotional deductible intere€imneans the amount determined in accordance with the
formula

(((regulatory investment value+r RAB proportionate investment leveragex
cost of deb) +term credit spread differential allowancl/ v 1 + cost of debt.
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(6) RAB proportionate investmefiineans the sum of theroportionate valueof each
asset forecast to beommissionedess the sum of theroportionate valueof each
disposedasset

(7)  ‘Proportionate valu€means for

(@) an asset forecast to beommissioned itsforecast value of
commissioned aset multiplied by the proportion of thatisclosure
yearin question from the forecastommissioning datdo the end of
that disclosure yeaout of the wholedisclosure yearand

(b) adisposed assetitsopening RAB valueultiplied by the proportiorof
that disclosure yeafrom the date of sale or transfer to the end of that
disclosure yeaout of the wholedisclosure year

5.3.14Tax losses

(1) Utilised tax losses meampening tax lossesubject to subclausg).

(2) For the purpose of subclaugg), utilised tax losses may not excesgjulatory
taxable income

(3) Opening tax lossem relation to

(@) the firstdisclosure yeaof the next period, is nil, subject to subclause
(4), and

(b) subsequendisclosure year®f the next period, isclosing tax losse®r
the precedinglisclosure year

(4) For the purpose of subclau¢®g)(a) if the Commissioris satisfied that & TBwill
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 lossesheans the amount
determined in accordance with the following formula,whicheach term is an
absolute value

opening tax losses current period tax losseautilised tax losses

(6) Inthis claus€current period taxossesis, whereforecastregulatory taxable income
is-

(@ nil or a positive number, niand
(b) a negativenumber, regulatory taxable income

5.3.15Permanent differences
(1) Permanent differences is tremount determined in accordance with the formula

positive permanendifferences negative permanent differences.
(2) For the purpose of subclaugt), ‘positive permanent differencésneansthe sum of
(@) all amounts of income

(i) treated as taxable were theax rulesapplied to determine income
tax payable in respect ¢fie GTBs supplyof gas transmission
services and

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

() included as amounts of expenditure or lasdetermining
regulatory profit / (losg before tax and

(i) not treated as deductions were thtax rulesapplied to determine
income tax payable in respect tbfe GTBs supplyof gas
transmission services

if the difference in treatment of amounts of

(c) income under paragrapfa)(i)and paragraplfa)(ii); or
(d) expenditure or loss under paragrag)(i)and paragraplfb)(ii),
is a difference thais not

(e) areversalor partialreversalof a difference for a priodisclosure yeay
and
() forecast toreversein a subsequendisclosure year

(3) For the purposef subclaus€l), 'negative permanent differencémeans subject to
subclaus€4),the sum of

(@) all amounts of income

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

(i) not treated as taxable were thax rulesapplied to determine
income tax payable in respect ibfe GTBs supplyof gas
transmission servicesand

(b) all amounts of expenditure or loss

(i) treated as deductions were thax rulesapplied to determine
income tax payable in respect tbfe GTBs supplyof gas
transmission servicesand

(i) not included 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 paragraph{a)(iiy and
(d) paragraph(b)(i)and paragraptgb)(ii),

and such differenceare not

(e) thereversalof a difference in a priodisclosure yearand
() forecast toreversein a subsequendisclosure year

(4) Forthe purpose of subclau¢g), negative permanent differences exclsny
amounts that are

(@) experditure or loss determined in accordance with ttax rulesthat is-

(i) interest; or
(i) forecast to be incurred in borrowing money; and

(b) any
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() taxlossesand
(i) subvention payment made or received byaB

5.3.16Temporary differences
(1) Temporary differences is tremountdetermined in accordance with the formula

depreciation temporary differencegesitive temporary differences negative
temporary differences

(2) For the purpose of this clausegpreciation temporary differencegheanstotal
depreciationless tax depreciation.

(3) For the purpose of subclau¢®) 'tax depreciationmeansthe sum of the amounts
determined by application of theax depreciation rulego the regulatory tax asset
value of each asset.

(4) Positive temporary differencesieans the sumf

(@) all amounts of income

(i) treated as taxable if théax ruleswere applied to determine
income tax payable in respect thfe GTBs supplyof gas
transmission servicesand

(i)  notincluded as amounts of income in determinnegulatory
profit / (loss) before &ax;, and

(b) all amounts of expenditure or loss

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

(i) not treated as deductions were theax rulesapplied to determine
income tax payable in respect tbfe GTBs supplyof gas
transmission services

less any amount that is depreciation temporary differendethere are
differences between the values-in

(c) paragraph(@)(i)and paragraphfa)(iiy and
(d) paragraph(b)(i)and paragraptfb)(ii),

and such differences

(e) are thereversalof a difference in a priodisclosure yearor
(f) are forecast taeversein a subsequendisclosure year

(5) Negative temporary differences means the sum of
(@) all amounts of income

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

(i) not treated as taxable were thax rulesapplied to determine
income tax payable in respect tbfe GTBs supplyof gas
transmission servicesand

(b) all amounts of expenditure or loss
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(i) treated as deductions were thax rulesappied to determine
income tax payable in respect ibfe GTBs supplyof gas
transmission servicesand

(i)  not included as amounts of expenditure or loss in determining
regulatory profit / (loss) before tax

less any amount that is depreciation temporary diffeces,if there are
differences between the values-in

(c) paragraph(@)(i)and paragrapltfa)(iiy and
(d) paragraph(b)(i)}b)}Hand paragraplfb)(ii),

and such differences

(e) are thereversalof a difference in a priodisclosure yeayror

(f)

are forecast taeversein a subsequendlisclosure year

5.3.17Requlatory tax asset value

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

tax asset valué result ofasset allocation ratio

(2) For the purpose of subclaugg) 'tax asset valugheans,in respect of

(@)

an asset

(i) intheinitial RABwhere, in thedisclosure yeaP010, the sum of
unallocatedinitial RAB valuess less than the sum of thedjusted
tax valuesof all assets in theitial RAB

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

(i) acquired or transferred from eelated party,

the value of the asset determined by applying th& depreciation rulego its
notional tax asset valyeand

(b)

in respect of any other asset, its forecasljusted tax value

(3) 'Notional tax asset value' means, for the purpose of

(@)

(b)

(€)

2655759

Qbclausg2)(a)(i) adjusted tax valueof the asset in thelisclosure
year2010adjusted 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

subclausg?2)(a)(ii) value after applying thtax depreciation rulegso
the tax asset value (as 'tax asset value' is defined innet
methodologiesapplying to theregulated goods or servicaa questior)
in respect of thalisclosure yeain which the asset was acquired; and
subclausg?2)(a)(iii) value in respect ote disclosure yeain which the
asset was acquired or transferred that
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(4)

(i) consistent with theax rules and

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

For the purpose of subclae$l), result ofasset allocation ratio’ meansvhere 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 Zhe valueobtained in accordance with the formula

opening RAB valuer sum ofopening RAB valuess the case may
be

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

applyingthe formula in respect of the asset or smallest group of assets
maintained for thepurpose ofPart 2 Subpart that has a matching asset
or group of assets maintained under theex rules and

(b) does not have a matching asset or group of assets maintained for the
purpose ofPart 2 Subpart Zhe value of the asset allocated to the
supplyof gas transmission servicegere clause?.1.1to apply to the
asset or group of assets

SECTION 4 Cost of capital

5.3.18Methodology for estimating the weighted average cost of capital

(1)

Where theCommissiortakes into account the cost of capital in makinGRP

(2)

determination, the Commissionwill use the67th percentileestimate of WACGhat
was used for thé&dPPapplying at the start of th€ PP regulatory perioth accordance
with clause 4.4.7(1

Where there has been WACC changé¢he cost of capital for th€ PRs theDPP

WACGQeferenced in clause B.7(4)(a) which has effect in the remaining years of the
CPP reqgulatory periad
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SECTION 5 Alternative methodologies with equivalent effect

532%.3.19 Alternative methodologies with equivalent effect

(1) ACPP applicantin making &PP applicationmay apply an alternative methodology
to that specified for

(@) cost allocation and asset valuationSection 2;

(b) treatment of taxation in Section 3;

(c) the estimation ofterm credit spread differentialsn Sectiord; or
(d) pricing methodologies in Subpart 4

(2) TheCommissionin evaluating £PP proposand in determining &£PHor aGTB
may apply the alternatie methodology elected by theéPP applicant

(3) An alternative methodologgpplied by either & TBor the Commissionn
accordance with this clausaust:

(&) produce an equivalent effect within théPP regulatory periotb the
methodology that would otherwise ajyg and
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(b) not detract from the promotion of the purpose of Part 4 of thet.

SUBPART #ricing methodologies

5.4.1
(1)

(2)

3)

5.4.2
1)

)

Determination of pricing methodology

TheCommissiorwill determine a pricing methodology for@TBin aCPP
determination if the Commissionin its most recensummary and analysis made
pursuant to $53B(2)(b) of theAct prior to submission of th€PP applicatiorhas
identified that theGTBin question would be required to submit its pricing
methodology for approval were it to apply folGPP

Any pricing methodologgodetermined

(@) mustbe

(i) consistent with theoricing principles or
(i) atransitional pricing methodology and

(b) must be specified in PP determination
Transitional pricing methodologymeans

(@) a pricing methodology inconsistent withe pricing principlesfor a
term no longer than th€CPP regulatory perigdand

(b) a plan providing for th&TBto transition to a pricing methodology
consistent with thepricing principlesin a reasonable period.

Pricing methodology information during the ERegulatory period

This clause applies t8TBsn respect of whom a pricing methodology has been
specified in &PP determination

In eachdisclosure yeaof a CPP regulatory periodave the lasta GTBmust, by the
date specified in the applicabféPRletermination-

(@) provide theCommissiorwith the same type of information as is
required byclause5.5.289, modified in that the relevant period to
which the information relates is thgtart of thenextdisclosure yeaof
the CPP regulatory periotb the erd of the CPP regulatory perigdand

(b) state whether or not the information so providedveals the proposed
use of a pricing methodologlifferent to the pricing methodology
specified in it<CPP determination

(c) describeand give reasons fany such differencesind

(d) explain whether, and if so how, the proposed changes better meet the
purpose of Part 4

5.4.3 Amendments to a pricing methodology

(1)

Subject to subclaus@), after considering the most recent information provided in
accordance with clause 4.2 the Commissiormay only

(@) amend the pricing methodologgpecified in the relevantPP
determination; or

(b) substitute a new pricing methodolodgr that specified in the relevant
CPP determination
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otherwise than in accordance with the information provided by @iEBwhere the
Commissiorconsiders that the information reveals the proposed use of a pricing
methodology materially different to that specified in the relev&®P determination

(2) For the pupose of subclausgl), any amended or substituted pricing methodology
must be

(@) consistent with thepricing principles or
(b) atransitional pricing methodology

(3) The Commissionwill not make any amendment or substitutigrermitted by this
clausemore than orte in anydisclosure yeaof the CPP regulatory period

SUBPART nformation required in aCPP proposal
SECTION 1 Generalmatters

5.5.1 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), Section Dnly appliedo a GTBif the Commission
in its most recent summary and analysis made pursuant3®B{2)(b) of thé\ct prior
to submission of th€PP applicatiorhasidentified that theGTBin question would
be required to submia pricing methodology for approval were it to apply foE®P

5.5.2 Reasons for the proposal
A CPP proposahust containa-

(@) detailed description of th&€€PP applicars rationale forseekinga CPP
and
(b) summary of the key evidence in the proposal supporting that rationale.

5.5.3 Durationof regulatory period
Where aCPP applicanseeks &CPRof 3 years' or 4 years' duratien

(@) the duration of theCPPsought must be stated in théPP proposaknd
(b) the CPRoroposalmustcontainan explanation as to whiynat duration
better meets the purpose of Part 4 of tiectthan 5 years.

SECTION 2 Price pathinformation

5.5.4 Interpretation

(1) Inthissection,the meanings of defined ternthat are value®r amountsto be
determined by theCommissiorwhen making &PP determinatiorare modifiedto
mean the values or amoungoposed by theCPP applicansubject toany other
provision to the contrary.

(2) Anyvalues and amounts usdry aCPP applicantio determinethe quantum of
allowances, amounts, sums or valueguiredby this sectiormust be consistent with
other information provided in accordance with tipart.

5.5.5 Proposed building blocks allowable revenue
(1) ACPP proposahust containamountsfor-
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(@) building blocksallowable revenue before tafor eachdisclosure year

of the next period, and
(b) building blocks allowable revenue after tafor eachdisclosure yeaof

the next period

| (2) Subject to subclause YA CPP proposahust containall data, information,
calculations and assumptions useddeterminethe amountsrequired by subclause
(1), including but not limited te

(@) amounts orforecasts of

(i) regulatory investment value

(i)  total value of commissioned asseksterminedin accordance with
clauses.3.2(4)

(iif)  total depreciation;

(iv) total revaluation;, and

(v) regulatory tax allowanceand

Loy sthertogalatodneome

(b) all data,information, calculations and assumptions ugedierive
amounts or forecasts offycaP\WcaTF and TReydetermined in

{eh(c)forecast operating expenditurgand
fe)d)anyproposedterm credit spread differentialallowance

4)(3) All calculationsvaluesandamountsrequired by this clausmust be presentedn a
spreadsheet format which

(@) clearly demonstrates howuilding blocks allowable revenue before
tax andbuilding blocks allowable revenue after tafor eachdisclosure
year of the next periodhave been derived using the formelapecified
in clauss5.3.2 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 specified in subclause (2) is includedG@fPR proposah a
spreadsheet format

(a) the information must be crosseferenced in the text of th&€PP
proposaldocument; and
(b) the spreadsheet(s) must
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(i) provide crosgeferences to angCPHnformation requirementinput
methodologythat the spreadsheet satisfies;

(i) use terms and labels, consistent with the terminology inith@ut
methodologies

(iii) __identify and explain the source inputs, and outputs, of each
spreadsheet;

(iv) _produce all of the intermediate outputs, as set out in Part 5,
Subpart 3 and Part 5, Subpart 5; and

(v) demonstrate links and interdependencies between source inputs,
intermediate calculations and outputs.

5.5.6 Maximum Allowable Revenues
(1) ACPP proposahust containamountsfor-

(@ maximum allowable revenue before tafor eachdisclosure yeaof the
CPP regulatoryperiod; and

(b) maximum allowable revenue after tafor 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.

(3) For the purpose o$ubclausg2)the X factorsthat defined inthe CPP applicant's
DPP determinationsubject to subclausét).
| (4) For the purpose of subclau¢g), adifferent X factoror factorsmay be usedprovided
that the CPP proposatontainsan explanation and supporting evidence as to why
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£A(5) All calculations and values required by this clamsestbe presentedn a spreadsheet
format which clearly demonstrates homwaximum allowable revenuéefore 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.5.5
| £8)(6) For the purpose of subclaugg?), 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 clauSe%.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 3 Cost allocation information
5.5.7 (ostallocation information
(1) Where aCPP applicant

(@) makesallocaions ofoperating costaot directly attributable pursuant
to clauses.3.5(1) or
(b) determinesopeningRAB valuegpursuant to claus®.3.6(1)(b)(ii)

the CPP proposahustcontainthe information specified in subclaug2).

(2) For the purpose of subclaugt), the nformationis that specifiedn the applicable
tables inScheduleBb, subject to subclausét), whichtables comprise

() Tablel: Allocation of asset valueselating-to-allocation-ofhe
woatocalocnlal D AR walre

(i) Table2: Report supporting allocatiortd asset values (hepublic)
relating-toallocationofthe whallocated-closing RABvalle

(i) Table 3 Allocation of operating costselating-toallocation-of

. T lcabl

(iv) Table 4 Report supporting allocation of operating co§ien

public)}relating-toarmstengihdeductionsiromregalated sarvice
luod I I L closi Lit!

lastdiselosaravearof the currentpenod and

(v) Table 5 Rationale for selecting proxy allocateelating-toarn-s-
lopgihdodicloncriom aparalng cocls

(3) Subject to subclause (An respect of

(&) operating costsnot directly attributable allocated togas transmission
servicesin accordance with clauge3.5(2) or
(b) closing RAB valuedetermined in accordanceith clauseb.3.6(4)

the CPP proposahust contain the inbrmation specified irBchedule Csubject
to subclaus€4), which tables comprise
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(c) Tablel: Revised allocation of requlated asset vajuekating-to
" : 1l m Lclosi e

(d) Table 2 Report supportlnq revised allocatlons of asset values-(non

()

() Table 4 Report supporting revised allocation of operating costs-(nhon

public) and
(q) Table 5 Rationale for selecting proxy allocateelating-toarm-s-tlength
dedusctionsirom-operating-costs

(4) For the purpose of this clause

(@) the information specified in the tables of tteeheduleseferred to
must be provided on spreadsheetsd
(b) where data haveen computed or derived from other values on the
spreadsheet through the use of formulae, all underlying formulae must
be accessible
(c) the information specified in Table 2 and Table 4 of Schedule B and Table
2 and Table 4 of Schedule C maypbavidedby way of nonpublic
disclosure to theCommission and
(d) the information in Schedule B must be provided
(i)  for the disclosure yeaprior to submitting theCPP proposadf it has
not been disclosed in accordance with l@hdetermination and
(i) for the next periodwherea value in units in aallocator metrichas
beenchangea by at least 5%rom the value used in thdisclosure
yearreferred to in (i)

(5)  Where theCPP applicanbas used @roxy cost allocatoito provide theinformation
specified in subclauses (2) @), theCPP applicantnust explain in theCPP proposal
for eachproxy cost allocatoused

(a) whyacausal relationshigcannot be established; and
(b) the rationale forthe quantifiable measureisedfor that proxy cost
allocator.

(6) Where theCPP applicanhas used @roxy asset allocatoto provide theinformation
specified in subclauses (2) or (3), BBP applicanmust explain in theCPP propoda
for eachproxy asset allocatotsed

(a) why acausal relationshigcannot be established; and
(b) the rationale forthe quantifiable measureisedfor that proxy aset
allocator.

(7)  The information in Schedule C is not required where the value of the assets to be sold

asspecified in clause 5.3.6(#)less than 5% dhe unallocated closing RAB valder
the lastdisclosure yeaof the assessment period
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5.5.8 Certification requirements

(1) Where anyarm's-length deductionwasappliedfor the purpose of this Sectiothe
CPP proposahust contain certification by no fewer than 2 of tk&l'Bs directorsin
the following termswhere words in bold bear the meanings specified in this
determination:

"I, [insert name]director of [insert name oSupplierof servicesregulated under
Part 4 of the Commerce Ackrtify that, having made all reasonable enquiry, my
belief is that hawng had regard to the attached informatiomformation

required byclause5.5.7(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]

(2) Where,in relation toregulated service asset value® VABAAvas appliedor the
purpose of thilausein accordance wittsubpat 3 Section 2the CPP proposahust
containcertification by no fewer than 2 of th@ TBs directorsin respect ofits
application in the following termsvhere words in bold bear the meanings specified
in this determination

"I, [insert namé, director of [insert name of Supplier servicesregulated under
Part 4 of the Commerce Ackrtify that, having made all reasonable enquimy
beliefisthat having had regard to the attached informati@imeing information
required byclause5.5.7(2) for the purpose of thesupplier'sCPP proposal

(@) the attached information is accurate;

(b) the OVABAAwas applicable in accordance with clais#.2 and

(c) the followingunregulated servicesvould beunduly deterredhad
adjustments to allocationef regulatedservice asset value@n
accordance with claus2 154) not been madellist relevant
unregulated serviceg"

(3) Whereg in relation tooperating costgrovided in aCPP proposah accordance with
subclause.5.6(1)and Schedule the OVABAAwvasapplied the CPP proposahust
containcertificationby no fewer than 2 of th&TBs directorsin respect of
application of theOVABAAN the following terms:

"I, [insert namé, director of [insert name of Supplier servicesregulated under
Part 4 of the Commerce Acertify that, having made all reasonable enquiry, my
belief is that having had regard to the attached informatibrig information
required by claus&.5.7(2) for the purpose of the supplierGPP proposal

(a) the attached information is accurate;

(b) the OVABAAwas applicable in accordance with cla@sg.2 and

(c) the followingunregulated servicesvould beunduly deterredhad
adjustments to allocations afperating costgin accordance with clause
2.154) not been madeflist relevantunregulated servicel"

2655759 141



SECTION 4 Asset valuationmformation

5.5.9 RAB roll forward information
Inrespesctdforeachdisclosure yearcemmencingfter -

-under anlD determination_untite the lastdisclosure yeaof the next period,
provide values, in accordance wiBubpart 3 Section, Zor the-

(a) total opening RAB valueand
(b) sum of eaclof the following things

(i) forecastvalue of commissioned assetand
(i) closing RAB values

5.5.10Depreciation information
(1) Inrespect of eaclisclosure yeanf the CPP regulatory periadhe CPP applicant

mustprovide the information specified in this clause.
(2) The sum oflepreciationfor eachtype of asset

(@) for which the proposed method of determinirgpreciation ighe
standard depreciatiormethod; and

(b) for which the proposed method of determinirgpreciationis
something other tharthe standard depreciatiomrmethod.

(3) For each type of asset to which siduse(2)(b)applies

(@) a description of type of asset;

(b) a description of the proposedepreciation method;

(c) where the proposedasset lifeis different to thephysical asset lifethe
proposedasset lifefor the type of asset

(d) where the proposed asset lifer the type of asseis different to the
physical asset lifethe proposedremainingasset life

(e) forecastdepreciationover theassetlife for the type of asset, including
details of all assumptions made;

(f) forecastdepreciationover theassetlife for the type of asset
determined in accordance witthe standard depreciation method

(g) evidene 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 tietthan
the standarddepreciationmethod; and

(h) a description of any consultation undertaken wdbnsumerson the
proposed depreciation method, including

(i) the extent of anyconsumer disagreement; and
(i) the GTBsview in response.
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(4) For each asset or type of as$et whicha differentphysical asset liféo the
standard physical asset lifis proposed

(@) a description of the assets or types of asset;

(b) to whichclause.2.8(1)(cand2.2.8(1)he)(v)apply, anengineer's
report addressing the suitability of the proposptysicalasset life and

(c) any otherevidence to demonstrate that the requirements of clause
2.2.8in respect of the particular type of asset are met

5.5.11Revaluation information
(—].-)—In—Fespeet—e?ioreachdlsclosure yealreemmenangafter-

“4)1) te-the lastdisclosure yeanf the next period, provide the followinghings

(@) sumof opening RAB values

(b) forecastCPlior CPP revaluatioffor the last quarter of thealisclosure
year,

(c) forecastCPIlfor CPP revaluatioffor the last quarter ofthe preceding
disclosure yearand

(d) revaluation rate

5.5.12Commissioned assets information
élg—ln—FespeetQiForeachdlsclosure yea:reemmenan@fter-

£3)1) te-the lastdisclosure yeanof the next period, providethe-

(@) sumvalue ofcommissioned assat and
(b) sumforecast value of commissioned assets

in respect of each of thibllowinggroups of assets:

(c) assets
() acquired or intended to be acquired fronrelated partycempany,
or
(i) transferred from a part of th& TBthat suppliesunregulated
services
(d) assets

() acquiredor intended to be acquired froranotherregulated
supplierand used by thategulated suppliernin the supplyof
regulated servicesor

(i) transferred or intended to be transferred frompart of the GTB
that suppliesother regulated services
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(e) network sparesand
() all otherassetshaving acommissionng dateor forecast tohave a
commissionng datein that period

4)2) In respect of each value providedancordance with subclaugé), provide

(@) all data, information, calculations and assumptions used to derive it
from relevant data provided in theapex forecastand

(b) wherecapital contributionsare takenmto account in any value
disclosed pursuant to subclaugk-

(i) the amount of sucltapital contributions with respect to asset
types and quantities; and
(i) policies relevant to sucbapital contributions

| 5)3) In respect of each asset to whishhclause(1)(e)applies, provide

(@) the name of therelevantpersonor other part of theGTB as the case
may be;and
(b) where theacquisitionwasor is intended to be from aelated
| partysempany, adescription of the relationship between t@TBand
that person

| £6)(4) In respect of the likely vendor eachasset to whictsubclause(1)(f)applies, provide

(@) the name of the vendor;

(b) a description of each asset likely to be acquired from that vendor; and

(c) the forecastclosing RAB valuef each asset in the vendorsgulatory
asset baséor the disclosure yeain which the acquisition ismitended

5.5.13Asset disposals information
(—Q—I-H—Fespeet—eﬁioreachdlsclosure yeqreemmenemgafter-

£3)1) te-the lastdisclosure yeanof the next period, in respect of each of the following
groupsof assets

(@) assets likely to be

| () sold to arelated partycempany or
(i) transferred to another part of th&TB and

(b) all otherdisposed assets
provide the

(c) sum ofunallocatedopening RAB valuesand
(d) sum ofopening RAB values

| 4)(2) In respect of each assti whichthe values provided for the purpose of subclaug)
relate, provide-
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(@) the name of therelevant persoror other part of theGTB as the case
may be; and

(b) where the disposal is proposed to be toedated partycempany, a
description of the relationship between t@TBand that person.

5.5.14Works under constructiomformation
InrespectofForeachdisclosure yearcemmencingfter -

to-the lastdisclosure yeaof the next period, provide-

{b)(a)opening works under construction

{eYb) sum ofcapital expenditure

{eh(c)sum ofvalue ofcommissionedassetsbut onlyto the extent that values
are included irclosing RAB valuedisclosed pursuant to aid
determination;

{e)Xd)sum offorecastvalue ofcommissionedassetsbut onlyto the extent
that values are included in the sumabsing RAB valugsrovided
pursuart to clauses.5.90d)(ii); and

H(e) sum ofclosing works under constructian

SECTION 5 Tax information

5.5.15Interpretation

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.

5.5.16Period in respect of whiclmiormation to be provided

A CPP proposahust containthe information specified in thisectionin+respect-of
for -eachdisclosureyear, commencingafter -

jon-the last disclosure

untilte the lastdisclosure yeaof the next period, in accordance witSubpart 3
Section 3

5.5.17Requlatory tax allowance information

(1) forecastregulatory tax allowanceand particulars of how it was calculated

(2) other regulated income

(3) notional deductible interestandthe cost of debtassumptions relied upon in its
calculation
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5.5.18Tax losses information

(1) amount ofopening tax losseéif any) and particulars of how it was calculated

(2) information describing the nature and amounts of significant items giving rise to any
openingtax losses

(3) information demonstrating that angpening tax lossearose from thesupplyof gas
transmission services

5.5.19Permanent differences information

(1) sum of positive permanent differences
(2) sum of negative permanent differences
(3) amounts and nature of itemgsed to determine

(@) positive permanent differencesind
(b) negative permanent differences

5.5.20Tax depreciation rates

description of the methodology and depreciation ratesasget categoryised to
determine the forecast tax depreciation

5.5.21Requlatory tax asserlue information

(1) sum of tax asset values at the start of tiisclosure year

(2) sum oftax asset values kgsset categonat the start of thedisclosure year

(3) sum ofregulatory tax asset valueat the start of thedisclosure year

(4) sum ofregulatory tax assetaluesby asset categorat the start of thedisclosure
year

(5) weighted average remaining tax life of assets and tax depreciation methodology
employed, byasset category

(6) particulars of the calculation used to derive tregulatory tax asset valueat the
start of the disclosure yeafrom the tax asset values at the start of tisclosure
year

(7) sum ofregulatory tax asset valueat the end of thedisclosure year

(8) reconciliation between the sum oégulatory tax asset valueat the start of the
disclosure yeaand the sum ofegulatory tax asset valueat the end of the
disclosure yearbyasset categoryshowing the values of capital additions, disposals,
tax depreciation and other asset adjustments including cost allocation adjustments

SECTION 6 Costof capitalinformation

5.5.22Information regarding WAC&hd TCSD allowance
(1) ACPP proposahust_subject to subclause (iJentify the67th percentileestimate

of WACQused for the purpose aflause5.5.5(1)
(2) For the purpose of subclaugg), the identified67th percentileestimate of WACC
Ismuyst

(3) Where aterm credit spread differential allowancés proposeda CPP proposahust
containall data, information, calculation8leemberg-printoutsand assumptions
used to determineany proposederm credit spread differential

2655759 146



SECTION 7 Expenditure hformation

5.5.23Capex opex, deman@nd network gualitative information

The information specified i®chedule Dnust be

(@)
(b)

contained ina CPP proposaland
provided in accordance with the requirements of tisahedule.

5.5.24Capex opex, deman@nd network guantitative information

(1) ACPP proposahust 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 withhe instructionsspecifiedin clause5.5.25
(2) ‘Regulatory templateGneans the tablescluded inSchedule Bamed

(&) Table 1Top5;

(b) Table 2CapexSummary

(c) Table 30OpexSummary

(d) Table 4CapexXProjectProgramme

(e) Table 50OpexProjectProgramme

() Table 6:Overheadsand

(g) Table 7Unit rate escalators

—Table 9 Costallocation B

(3) Where data providedh accordance with subclaugt) has been computed or derived
from other amounts or values on the spreadsheet through the use of formulae, the
underlying formulae for theells containing the dateust be accessible.

(4) For the purpose of subclaugt), terms used in theegulatory templatesmust be
interpreted in the same way as those terms are defined for the purpoScbédule

D.

5.5.25Instructions for completion of the requlatory templates

(1) Provide the information specified theTable 4 CapexProjectProgrammeandTable
5: OpexProjectProgrammetables-of the regulatory templatesfor eachproject and
for eachprogramme

(2) For the purpose of specifying the relevarapex categoryr opex categoryin
accordance with subclaug&), where expenditure within eacproject or programme
is relevant to more than oneapex categoryr opex category

(@)
(b)

2655759

select thecapex categoryr opex categorythat is most relevant based
on the nature of the expenditure; or

redefine theproject or programmeinto two or more newprojectsor
programmesand reallocate the expenditure so as to resolve the
overlap
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®3)

(4)

| (5)
| (6)
(7)

(8)

For the purpose of specifying the relevasrvice categoryn accordance with
subclausd1), where expenditure within eacproject or programmeis relevant to
more than oneservice category

(a) select theservice categoryhat 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

For the purpose of subclaugg), the total Project/Programme amounts provided in
the Asset Category stthble must reconcile to the total Project/Programme amounts
provided in the Project Coslsy Source suitable.

Provide the information specified theTable 6 Overheadsable-of the regulatory
templatesin respect ofgeneral managementadministration and overheads opex
Provide the information specified theTable 7Unit rate escalatorsable-of the
regulatory templatesfor each unit rate for which an escalator has been applied.
Provide the informatiorspecifiedin the format specified irfable 1Top 5table-of the
regulatory templates by extending the table as necessary,

(@) for almpespeet—efprOJects or programmesthat form part of theCPP

proposakreeting
Sehedaie—@f—ide%ﬁed—ppegﬁammeand

(b) byusing the information provided in accordance with subcla{ige

Provide theinformation specified iMable 2the-CapexSummaryand Table 3:0Opex
Summarytablesof the regulatory templatesusing the information provided in
accordance Wlth subclauié)
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SECTION 8 Information relevant to prices

5525.5.26 Information on proposed new pasghkrough costs

A CPP proposahustcontaindetails of any cost not specified in claugé.2(2)that is
sought tobe specified as a new paggough cost in accordance with clause
3.1.2(1)(b) including informatioron-

(@) 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 th@ TBwould receive in exchange; and
(e) how the cost meets the criteria specified in cladsg.2(3)

| 5-5-28.5.27 Information on poposedrecoverable cogrelating tocosts of making CPP

application

Where aCPP applicargeeks specification in thePP determinatiorof arecoverable
costto which clause.1.3(1je)H, 3.1.3(1)){g), or3.1.3(1jg)H) applies, it must
provide,in relationto eachauditor, verifier or engineerwho was engaged to provide
an opinion on some aspect of tl&PP proposah accordance with a requirement of
this Part

(@) anydocumentmaking a public or limited circulation request for
proposals to carry out the work;

(b) the terms of reference for the work;

(c) invoices for services undertaken in respect of the work; and

(d) receipts for payment by th€PP applicant

SECTION 9 Pricing methodolog information

552%.5.28 What pricing methodology information must be submitted

(1)

)

®3)

TheCPP proposahust confiinthe same type of information as is required under an
ID determinationin respect of pricing methodologies, subject to subclayggand

(3).

For the purpose of subclaugt), information in respect of pricing methodologies of
the type sought by théD determination is required in respect of thEPP regulatory
period only.

Where pursuant to subclausgl), aCPP applicarproposes dransitional pricing
methodology, the CPP applicantnust also provide

(@) justification for proposing #&ransitional pricing methodologyather
than a pricing methodology consistent with tpecing principles

(b) the duration of the intended transitional period;

(c) an explanation as to why the proposed duration of the transitional
period is reasonable;

(d) a plan denonstrating how theGTBintends to transition to a pricing
methodology consistent with thpricing principlesby the end of the
transitional period; and

(e) an explanation as to why that plan is reasonable.
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SECTION 10 Information relevant toalternative methodologies

| 5530.5.29 Denopnstration that alternative methodologies have equivalent effect

(1) Where aCPP applicandpplies alternative methodologies accordance with clause
| 5.3219, it must provide:

(@) alistand descriptiorof each alternative methodology applied
(b) anindication, at the relevant locations within ti&PP applicatiopas 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 methaatpy complies
| with clause 5.219(3).

(2) Paragraph (1)(d) may be satisfied by submitting a certificate signed by an senior
manager of theCPP applicansetting out thefactual basis on which he or she
| believeseach alternative methodology complies with clalis®.219(3).

SUBPART &onsumer consultationverification, audit andcertification

5.6.1 Consumer consultation

(1) By no later than 4@vorking daysprior to submission of th€PP proposathe CPP
applicantmust have adequately notified itonsumers

(@) thatitintendsto make aCPP proposal

| (b) of the expectedeffect on the revenue and quality of itgas
transmission servicesere theCommissiorto determine aCPP
entirely in accordance with the intend€dPP proposal

{b)(c)of the price versus quality tradeffs made in the exgnditure
alternatives considered in the intend€lPP proposaivhere theseare
directly associated with the rationale for seeking thEP proposal
which arerequired to be disclosed under clause 5;5.2

feYd)whereclause 5.5.28ubpart-5-Section 8pplieste-the- GFB of the
expectedeffect of the CPRon each pipeline charge, were the
Commissiorto determine aCPRentirely in accordance with the

intended CPP proposal

intendedCRP proposal

(e) where and how further information in respect of the intend€&#P
proposalmaybe obtained;ard

{e)(f) of the process for making submissions to tB&€Bin respect of the
intended CPP proposaknd

H(q) of their opportunity to participate in the consultation processjuired
of the Commissiorby s 53T of thé\ct after anyCPP proposak
received and considered compliant by tBemmission

(2) For the purpose of subclaugg)(e) where further information is available in hard
copy only, the applicant must have ensured that any further information was readily
available for inspection ahe statedlocation.
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(3) For the purpose of subclaugt), the CPP applicantnust

(@) provide all réevant information;

(b) provide information in a manner thagromotesconsumerengagement;

(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 wheredo obtain) the
information through a medium or media appropriate to the natures of
the consumerbase.

Examples:

(i) by placing the information on th& TBs website;

(i) by providing the information to groups or organisations that
represent theconsumersrelevantinterests;

(i) by including the information inonsumersorgasNBS G I A f SNEQ 0 A f
and/or

(iv) by placing advertisements in local newspapers.

5.6.2 Verification

(1) ACPP proposahust be verified by &erifier.
(2) Theverifier must be engaged in accordance wibhedule F
(3) TheCPP applicaniustprovide theverifier with-

(@) the materials

(i) required by theverifier to verify theCPP proposah accordance
with the terms of his, her or its engagement aBdhedule Gand
(i)  that it intends to submit to theCommissioras aCPP propoda

(b) subject to paragraplifc), the materials referred to in paragraggh) prior
to the verifier commencing verification in accordance wilchedule G

(c) upon the@ S NJ fEduéshiiie Informationdescribed in clausB7(2),
D7(5), D12(2) and D1 (pertaining toidentified programmesafter the
verifier has notified theCPP 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 claugis(2)(d) and

{8)(e)in advance of th& S NJA FeledddwBidentified programmes

summary information on the forecagrojectsand programmes in the
format specified infable 1 Top 5of the requlaory templates.
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5.6.3 Auditand assurance

(1) ACPRapplicationprepesalmustinclude a repoibe-audited by anauditor that
statesas-towhether or not-

(@)

(b)

(©)

as far as appears from an examination of themgperrecords to

enable thecomplete-and-accurateompilation ofinformation required

by Subpart 5-4-3(3)have been kept by th€PP applicant

in the case o&ctualfinancial informatiorrelating to thecurrent period,
that information has been prepared in all material respects in
accordance witlihe input methodologes set out irthis determination

and that it has been audited in accordance with applicable auditing
standards issuebly the External Reporting Board in accordance with its
functionsunder the Financial Reporting Act 2013amy equivalent
standards thateplace these standargls

in the case oforecastfinancial informatiorrelating to thenext period,

that informationhas beercompiledin all material respects

accordance withihe input methodologies set out ithis determination

and that it has been examined in accordance with applicable assurance
engagement standards issubg the External Reporting Board in
accordance with its functionsnder the Financial ReportinAct 2013r

any equivalent standards that replace these stara$or other

appropriate standardsnd-therecordsexamined-pursuantiparagraph
(&), and

(d) in the case of quantitativeistoricalinformation provided in

(e)

spreadsheets, that information isproperly compiled on the basis of

the relevant underlying source information; sesburatlypresented.

in the case of guantitative forecast information provided in

spreadsheets, the information is properly compiled on the basis of
relevant and reasonable disclosed assumptions.

(2)  For the avoidance of doubt, theuditor must provide an opinion as to whether

(a)

in respect ofbperating costsnot directly attributable, the opex forecast

was provided by th€ PP applicanhs specified in clause 5.3.5; and

{e)(b)in respect ofequlated service asset valuegmt directly attributable, the

forecast value of commissioned asset®re provided by theCPP

applicantin accordance with clause 5.3.6(3)(b) and as specified in clause

5.3.11(2)(b).
5.6.4 Certification

(1) Inthe case oéllinformation of aquantitative nature, other than forecast
information, provided in accordance with thigart, no fewer than Alirectors of the
CPP applicanmustcertify in writing his or herbelief that
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(@)
(b)

the information was derived and is provided in accordance with the
relevant requirements; and

it properly represets the results ofihancial omon-financial operations
as the case may be
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(@)

®3)

(4)

(5)

In the case of alhformation of aqualitativenature, other than forecast information,
provided in accordance with thigart, no fewer than Adirectors of the CPP applicant
must certify in writing his or her belief that

(@) the information is provided in accordance with the relevant
requirements; and

(b) it properly represents the events that occurred during therent
period.

In the case of afbrecastinformation provided in accomhce with thisPart, no fewer
than 2directors of the CPP applicantnustcertify in writing his or her belief that

(@) the information was derived and is provided in accordance with the
relevant requirementsand
(b) the assumptions made are reasonable

No fewer than Qirectors of the CPPapplicantmust certifyin writing-

(a) that, to the best of his or her knowledge, therifier was engaged by
the CPP applicann accordance wittschedule

(b) that, to the best of his or her knowledge, ti@&PP applicanprovided
the verifier with all the information specified in Part 5, including its
schedules, relevant t8chedule F

(c) that, to the best of his or her knowledge, the informatidescribed in

clause5.6.2(3)(eWwas provided to theverifier in advance of the

verifier's selection ofidentified programmes

(d) adescription of any inforation not provided to theverifier following
the verifier's request;

(e) reasons, which, in his or her opinion, justified any fpoavision of such
information;

() that, to the best of his or her knowledgtne-

()  matters theauditor wasengagedo auditincludedthe matters
specified in clausb.6.3 and

(i) auditor was instructed to report on at least the matters described
in clauseb.1.4 and

(g) thatthe-

() audit report provided pursuant to claugel.4
(i)  verification report; and
(i) other certifications required Y this clause,

all relate tothe sameCPMproposal
Where
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(@) adirector has certified a matter of opinion in accordance with this
clause; and

(b) his or her opinion has changed before tiemmissiofs determination
of the CPHN question

that director must notify theCommissioras soon as reasonably practicable.

(6) Where
(@) adirector has certified a matter of fact in accordance with this clause;
and
(b) before theCommissiors determination of theCPHn questionhe or
she

(i) becomes aware that the fact is traoe; or
(i)  bhas 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 madeylbhe same or differendirectors.

SUBPART Tatastrophic events and reconsideration of a customised price
quality path

5.7.1 Catastrophic event
Catastrophic evenmneans an event

(@) beyond the reasonable control tie GTB
(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@or
DPPwasdetermined and
(d) in respect of which

(i) action required to rectify its adverse consequences cannot be
delayed until a futurgegulatory periodwithout quality standards
being breached,;

(i) remediationrequires either or both o€apital expenditureor
operating expenditureduring theregulatory perod,

(i)  the full remediation costare not provided for in theDPPor CPP
and

(iv) irrespectob G Bsubjectto-acPRthe cost ofremediationnet of
any insurance or compensatory entitlementsuidhas had or will
have an impact on the price pativer thedisclosure year®f the
CPRemaining on and after thérst date at whicharemediaion
costis proposed to be or has been incurdegan amountatleast

2655759 154



equivalent toat least1% of the aggregatefbrecastnet allowable
netionalrevenuefor the disclosure year®sf the CPHn which the
cost was or will be incurred

5.7.2 Change event
Change event means

(@) change img; or
(b) anew

legislative or regulatory requirement applyingdds TBsubject to aCPRhe
effect of which

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

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

either-

(e) _necessitats incurring additional reasonable costs in responding to the
change or new requirement that hdésd or will havean impat on the
price path of thedisclosure yearef the CPP regulatory periodn which
the change or new requirement applies of at least 1% of the aggregate
amount of theforecastnet allowable revenuefor the disclosure years
in which the net costs are or Whe incurred; or

{e)f) causesaninput methodologyto become incapable of being appliedH

necessitate-incursion-of costs-inresponsewhich-castsr the

5.7.3 Contingent projects

(1) A contingent project is a project that has been listed as a ‘contingent project’' with an
associatedrigger eventin aCPP determination
(2) For the purpose of subclaugt), aproject may only be so listed if it is@oject-

(@) that the Commissiorconsiders

(i) is reasonablyequired of aGTB and
(i) is one whose associatebsets ardikely to becommissioned

during theCPPRegulatory period

(b) for which a commencement date cannot be forecast with an
appropriate degree of specificity by comparison with otpesposed
projects; and

(c) inrespect of which th€ommissiorconsiders that its requiredapex

and opextal-expenditure-

(i) asdisclosed in @PP proposatxceeds 10% of the value of the
GTB'sannual revenue in thenost recenty completeddisclosure

yearin respect of which-disclosure-has-been-magarsuant-to-the
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Gas-{nformation-Disclosure) Regulations-1993rdD
determination—as-the-case-may-hand

(i)  would be likely, when forecast with reasonable certainty, to meet
the expenditure objective

(3) Wrigger evenfineans subject to subclause (4,condition or eventsubjectto
subelausd4y; that would reasonably cause@TBto incur forecastopexor
forecastndertakecapextal-expenditure of the nature and extent required by an
associatedcontingent project

(4) Forthe purpose of sudause(3), the condition or evenmust

(@) not be within the control of theGTB
(b) be capable of being

(i) specifically defined; and
(i) objectively verified as having occurred; and

(c) be something the occurrence of which t@®mmissiorconsiders is
probable during theCPP regulatory period

(5) For the avoidance of doubt, theéommissiorhas discretion as to

(@) whether to list a project that satisfies subclau@as acontingent
projectin aCPP determinatiopand
(b) the selection and description ¢figger events

5.7.4 Unforeseen projects

| (1) ‘Wnforeseen projecimeansa project or programme subject to subclausg), that, in
respect of the services supplied by t8d Bin question at the time thaGTB
submitted itsCPP proposalvould have been unforeseeable a prudentGTB

(2) For the purpose of subclausgg), the total capexforecastand opexforecastof the
projest'sprojects or programmes-cagtal-expenditure proposed to theCommission
pursuant toclauseb.7.76(8%) mustexceed 10% of the value of tie¢ . aQréual
revenuem the most recently completed|sclosure yeam respect ofwhich

lations

499-7—e¥an ID determlnatlon—as—the-eaee—may—be

5.7.5 Errorevent

(1) ¥rroreventOneans subject to subclause (2), a clearly unintended circumstance
identified by theCommissiorwhere theCPPwas determined or amended based on
an error, including where:

(a) incorrect data was used in setting the price path or the quality
standard; or

(b) data was igorrectly applied in setting the price path or guality
standards.

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

(a) the price path will not constitute aarror eventunless the error has an
impact on the price path of an amount equivalent to ade1% of the
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aggreqgateorecastnet allowable revenuefor the affecteddisclosure
yearsof the GPP_and

(b) the metrics by which quality standards are specified in@rPwill not
constitute anerror eventunless it is an error in the value of the metric.

5.7.6 Major transaction

Wal 22 NJ NI WSl yaal Al 2 whebher voating@iit ar 20f, where
consumersare acquiredor no longersuppliedby the GTBandthat transaction

(a) 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
GT_ Q& 2 LISV A vigthedisclosur@ye&otiz8quisition;

(b) has resulted in, or will result ithe disposal of, or an agreement to
dispose 6, assets of th&€&5TB with a value of more than 10% of the
opening RAB valu@a the disclosure yeaof disposal

(c) _has, oris likely to have, the effect of tl&B acquiring rights or
interests with a value which is equivalent to more than 10% of the
openingRAB valuén the disclosure yeaof acquisition; or

(d) has, oris likely to have, the effect of tl&B incurring obligations or
liabilities or contingent liabilities, excluding loans or borrowing costs in
respect of assets, with a value which is equivalentbre than 10% of
the opening RAB valua the disclosure yeaof incurring the

obligation

5746.7.7 When pricequality paths may be reconsidered
(1) A CPRmay be reconsidered-if

(@) the Commissiorconsiders; or
(b) the GTBin question satisfiethe Commissionupon application,

that subclause(2), or subclausd54) applies.
(2) This subclause applies if

(@) subject to subclausg), acatastrophic eventhas occurred
(b) _achange evenhas occurred;

(c) _there has beeranerror event;

(d) amajor transactionhas occurredor

b)(e)there has been &VACC change
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fo—ochangoovonibasoceosl
(3) For the purpose of subclau¢2)(a) where the costs to rectify the adverse
consequences @ catastrophic eventare fully covered by

(@) the CPRe.g.through anoperational expenditureallowance for sef
insurance); or
(b) commercial insurance held by tl&TB

the Commissionwill only reconsider the quality standards of tG&®P
(4) _ For the purpose of subclaugg)(e),; WACC changg 2 OOdzNA 6 KSYy

(a) arevisedDPP WACG®Bas been determined for a nelPP requlatory

period; and
(b) the newDPP requlatory periodommences within the currerf@PP
requlatory period

{4)5) This subclause applies if

(a) false or misleading information relating to the making @&Z2RP
determination has been kowingly

(i) provided byaGTBany of its agentsr averifier to the
Commissionor

(i) disclosed pursuant tthe Gas (Information Disclosure) Regulations
1997 oranID determination as the case may band

(b) the Commissiorrelied on that information in makingr amendinga
CPP determination

| {5)6) The pricequality path may be reconsidered by t®mmissionf a GTBsatisfies it,
upon application, that

(@) atrigger eventhas occurredind the inbrmation set out irsubclause
(7) has been provided to thEommission or
(b) anunforeseen project

() has commencednd the information set out isubclause(8) has
been provided to th&Commission or

(i) iscommitted during the currentCPP regulatory periodnd the
information set out insubclause(8) has been provided to the
Commisson.

{6)7) TheCommissiomeed not consider an application under subcla(&®(a)unless the
GTBhas provided it with

(@) awritten statement from no fewer than 2 of th@TB'dlirectors
certifying

() thatthetrigger 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
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| (c) any other informationof relevarce to thecontingent projectrequired
by the Commission

| £A(8) TheCommissiomeed not consider an application under subcla(&®(b)unless the
GTBhas provided it with

(@) information demonstrating that thgroject or programmeis an
unforeseen project

(b) detailed cost information relating to proposed expenditure on the
unforeseen projecffor its duration; and

(c) any other informatiorof relevance to lte unforeseen projectrequired
by the Commission

57475.7.8 Amending priceguality path after reconsideration

(1) Whereg ater reconsidering &£PRr-accordance-with-claude 76, the Commission
determines thathe CPR should be amended, th€ommissiomrmay amend either or
both of the price path or the quality standards specified in @fP determination

| subject totherest of this-clause-anslibclauses-76(3).

(2) In determining the extent of any amendment to the price path, @@mmissiormust
take into account thexpenditure objective

(3) TheCommissiommust not amend the

(&) price path more than is reasonably necesgaryake account of the
change in costeet of any insurance or compensatory entitlemerasd
(b) quality standards more than are reasonably necessaryitmate the

effect oftake-into-account-any necessary-change-in-guality,

-

(i) the catastrophicevent

(i) the change event

(ii) the error event,

@g(iv) _ the major transaction

A(v)ithe provision offalse or misleading information

£4(vilthe contingent project ef

(vii) the unforeseen projector

@(viii)  the WACC change

as the case may be.

(4)  Where theCommission'seconsideration of theCPRvas

(@) triggered by acatastrophic eventin determining the extent of the
amendment to the pricajuality path, theCommissiorwill consider the
extent to whicha GTBhas demonstrated that it has reviewed ttapital
expenditureand operating 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 @nunforeseen project

(i) the Commissiomeed not anend theCPRunless the amount of
| requiredcapexand opex determinedby the Commissiorexceeds
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10%of the value of theD ¢ . a@Qraual revenuen therelevant
disclosure yeafor the purpose of clausg.7.4(2) and

(i) any such amendment may not take effect until ttisclosure year
in which assets constructed as part of the relevantoreseen
project are forecast to be&éeommissioned and

(c) _pursuant tothe occurrence oatrigger event anyamendmentto the
CPRmay not take effect until thelisclosureyearin which assets
constructed as part of the relevanbntingent projectare forecast to
be commissioned

(5)  Where theCommission'seconsideration of the pricguality path was triggered by a
WACC changghe Commssionwill for the remaining years of th€PP regulatory
period after the WACC change

(a) determine theseries ofmaximum allowable revenue after tain
accordance with clause 5.374@nd determine any conseguential
changes to thdorecastnet allowable revenuefor the remaining
pricing yearscorresponding to the&EPP requlator period. and

(b) _for the purpose of (alise

() the building blocks allowable revenue before tacalculated in
accordance with clause 5.3.2(1);

(i) the revisedWACUQdn clause 5.3.1@), inclwing where theWACds
used for present value calculatigrsnd for timing factors in clause
5.3.2(4)

(iii) _the forecast CPlor DPP revaluatiorior the new DPP regulatory
period referred to in clause 5.7(%) (), to calculate a revised
revaluation ratein accordance with the method in clause 5.3.10(4);

(iv) the cost of debtfor the new DPP requlatory periodeferred to in
clause 5.7.7(4b), to calculate a revised notional deductible
interest as specified in clause 5.3.13(5);

(v) _ subject to (ii) to (iv)the same input values as applied by the
Commissionn initially determining theCPHor all other nput
values in the calculation dfuilding blocks allowableevenue
before tax and

@(vi)  arevised forecast regulatory taxable income to apply the
changes ibuilding blocks allowable revenue before tasesulting
from (i) to (iii) in a revisetbrecast regulatory tax allowance
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SCHEDULE A STANDARD PHYSICABRELIVES

StandardPhysicalAsset Lives foGTB

ASSET DESCRIPTION UNIT NOTES STANDARD PHYSIC
ASSET LIFE (YEARS

HPPIPELINESvarious diameters m (@) 80
IP PIPELINESuburban, standard ground m (b) 70
conditions, trenched constructior) 50mm to

300mm

MP PIPELINESuburban, standard ground | m (c), (d) 60
conditions)¢ 32mm to 200 mm

IP SERVICES

32 mm(suburban, standard ground m 70
conditions)

Mains connection, riser and valve No. 70
MP SERVICES

20 mm (suburban, standard ground m 60
conditions)

Mains connection, riser and valve No. 60
STATIONS

Site Development and Buildings 50
METER&ubic metres / hour)

0to 25 No. 25
25 to 60 No. 15
Other station equipment: regulators; valves,| No. 35
pipework and fittings; instrumentation and

RTUs; electrical fittings

VALVES (e)

HP Pipeline Valves (includes Pits and Covel No. 80
IPPipeline Valves (includes Pits and Covers| No. 70
MP Pipeline Valves (includes Pits and Cove| No. 60
SCADA / CONTROL SYSTEMS

SCADA Master Station; telecommunicationg No. 10
systems

SPECIAL CROSSINGS No (f)

SPARES (9)

Notes:

01 0 WI high présSureypipelines with operating pressures above 20 barg.

000 WLt Q YSIya AYGSNYSRALFGS LINB&adz2NBE LI
barg.

6000 Wat Q YSIya YSRAdzY LINB&aadz2NBE LIALISE Ay S
(d) For MP pipéhes of PE construction installed prior to 1985, the maximum asset life sH
be 50 years.

(e) Asset lives for valves should correspond to the associated pipeline.

(f) Asset lives for special crossings should correspond to the type of pipeline for which t
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crossing is constructed. Where more than one type uses a single crossing, the asset ty
the longest standard life should be used as reference.
(g9) ares svould be given the same asset lives as the network assets they support.
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SCHEDULE B FRANSHHONALTABIHERCOST ALLOCATION IRMATION

Table 1: Allocation ofhe-Unallecatednitial RAB M ahasset values

Table 1: Allocation of asset values
Value allocated

($000s)
Gas transmission
services
Pipes
Directly attributable
Not directly attributable
Total attributable to regulated service C
Stations
Directly attributable
Not directly attributable
Total attributable to regulated service q
Compressors

Directly attributable
Not directly attributable
Total attributable to regulated service <
Main-line valves
Directly attributable
Not directly attributable
Total attributable to regulated service q
Other network assets
Directly attributable
Not directly attributable
Total attributable to regulated service q
Special crossings
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 q
Regulated service asset value not directly attributable S
Total closing RAB value <
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Table 2:Allecation-of-the-Unallocated-Closing-RAB-/aReport supporting allocationsf asset values (nomublic)

Table 2: Report supporting allocations of asset values (non-public)

Allocator Metric (%) Value allocated ($000) OVABAA
Allocation Gas Non-gas Arm's Gas Non-gas allocation
methodology Allocator | transmission| transmission| length | transmission | transmission| increase
Line Item* type Allocator type services services | deduction|  services services Total ($000)
Pipes
Insert asset description e.g. ABAA |Allocator J[Select onq -]
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator JSelect onq -
Insert asset description e.g. ABAA |Allocator 4Select ond g
Subtotal not directly attributable - - - - ~
Stations
Insert asset description e.g. ABAA |Allocator J[Select onq -
Insert asset description e.g. ABAA |Allocator gSelect ond d
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator 4[Select onq -
Subtotal not directly attributable - -| -| -| -
Compressors
Insert asset description e.g. ABAA |Allocator J[Select ong -
Insert asset description e.g. ABAA |Allocator J[Select onq -]
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator 4[Select onq -

Subtotal not directly attributable - - 4 4 J
Main-line valvs

Insert asset description e.g. ABAA |Allocator J[Select ong -
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator 4[Select ong -

Subtotal not directly attributable E 4 4 4 o
Other network assets

Insert asset description e.g. ABAA |Allocator J[Select ond =)
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator 4[Select ong -

Subtotal not directly attributable E 4 4 4 o

Special crossings

Insert asset description e.g. ABAA |Allocator J[Select ong -
Insert asset description e.g. ABAA |Allocator J[Select ong -
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator 4Select ong -]

Subtotal not directly attributable E 4 4 4 d

Non-network assets

Insert asset description e.g. ABAA |Allocator J[Select ong -
Insert asset description e.g. ABAA |Allocator JSelect ong 5|
Insert asset description e.g. ABAA |Allocator JSelect ong -
Insert asset description e.g. ABAA |Allocator 4Select ong -

Subtotal not directly attributable e 4 4 4 4

Total regulated service asset value not directory attributable - - - - -
*include additional rows if needed
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Table 3: Allocation of operating costs

2655759

Table 3: Allocation of operating costs

Value allocated ($000s)

Arm's
length
deduction

Gas
transmission
services

Non-gas
transmission|
services

Total

OVABAA

allocation
increase
($000s)

Service interruptions and emergencies
Directly attributable

Not directly attributable |

Total attributable to regulated service

Land management and associated activity
Directly attributable

Not directly attributable |

Total attributable to regulated service

Routine and corrective maintenance and inspection
Directly attributable

Not directly attributable |

Total attributable to regulated service

Compressor fuel
Directly attributable

Not directly attributable

Total attributable to regulated service

Asset replacement and renewal
Directly attributable

Not directly attributable

Total attributable to regulated service
System operations
Directly attributable

Not directly attributable

Total attributable to regulated service

Business support
Directly attributable

Not directly attributable

Total attributable to regulated service

Network support
Directly attributable

Not directly attributable

Total attributable to regulated service

Operating costs directly attributable

Operating costs not directly attributable I C

c

C

Operating expenditure
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Table 4:Armslength-Deductionsfrom-Regulated-Servce-AssetMalReport supportingallocation of operating costs (non

public)

2655759

Table 4: Report supporting allocation of operating costs (non-public)

T Alocator ewic G| Valoe alocated (5000) Tovasan
Alocation Gas ongas | Ams | Gas on-gas | allocation
Cost | Allocator ransmission| length increase
Line tiem* tye | alocator | type | services | services |deduction| services | services | Total | (s000)
Service and
insert cost description g ABAA [Alocator Selecton ]
nsert cost description 0 ABAA [Allocator {Selectond 7
Insert cost description g ABAA [Allocator §Selecton ]
nsert cost description g ABAA [Allocator fSelecton B
Not directly atrbutable ] ] ] ] ]
Land and associated activity
Insert cost description g ABAA [Alocator selecton ]
Insert cost description g ABAA [Allocator Selecton g
Insert cost description g ABAA [Allocator §Selecton ]
nsert cost description g ABAA [Allocator Selecton ]
Not drecly atrbutable ] 7 ] 7 g
Routine and corrective maintenance and inspection
insert cost description g ABAA [AiTocator Selecton ]
insert cost description [0 ABAA [Allocator jselecton ]
Insert costdescription [cq ABAA [Alocator Jsslector ]
nsertcost description [ e ABAA [iocator §serecton ]
Not dieclly atrbutable ] ] ] ] g
Compressor
Insert cost description g ABAA [AiTocator Seiecton ]
Insert cost description g ABAA [Allocator §Selecton g
nsert cost description 9 ABAA [Allocator Jselecton ]
nsert cost description g ABAA [Allocator 4Select on g
Not drecly attrbutable g ] ] ] ]
Asset and renewal
insert cost description e.g. ABAA [Allocator Jselect on ]
nsert cost description 9. ABAA [Allocator select on ]
nsert cost description 9. ABAA [Allocator select on }
nsert cost description g A8AA [Aocator dselect on ]
Not diectly attrbutable. ] j i j ]
System operations
Insert cost description g ABAA [Alocator fselecton ]
nsert cost description g ABAA [Allocator 4Selecton B
Insert cost description g ABAA [Allocator §selecton ]
nsert cost description g ABAA [Allocator 4Selecton ]
Not direcly atrbutable g ] ] g ]
Business support
Insert cost description g ABAA [Alocator fselecton ]
nsert cost description g ABAA [Allocator 4Select on B
nsert cost description g ABAA [Allocator §selecton ]
nsert cost description g ABAA [Allocator 4Selecton ]
Not direcly atrbutabe. g ] ] g ]
Network support
insert cost description eg.A8AA [Alocator §select on l
nsert cost description .9 ABAA [Allocator §select on ]
nsert cost description e.g. ABAA [Allocator select on |
insert cost description e.g.A8AA [Aocator dselect on j
Not directly attributable - - - - -
Operating costs not directly attributable [ I
Pass through and recoverable costs
Pass through costs
Insert cost description 9. ABAA [Allocator selecton ]
nsert cost description g ABAA [Allocator 4selecton ]
nsert cost description g ABAA [Allocator selecton ]
nsert cost description g ABAA [Alocator 4selecton ]
Not directly attributable - - - - -
costs
Insert cost description 9. ABAA [Allocator selecton ]
nsert cost description g ABAA [Allocator 4selecton ]
nsert cost description 9. ABAA [Allocator §selectond ]
nsert cost description g ABAA [Allocator 4selecton ]

Not directly attributable
*include additional rows if needed
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Table 5:Armslength-Deductionsfrom-Operating-Codiationale for selecting proxy allocator

Table 5: Rationale for selecting proxy allocator

Tables 5a and Sb must be completd o each e tem where

prowy allocated s used

Table 5a: Rationale for selecting proxy allocator for asset values

2655759

Alocaion
Asset | methodology| Aocator | A% | ationate for selecting proxy allocator
e e
Pipes
mmn why causal relationship cannot b estalished and for using a selecied quanifable mhasur.
and o focied qanifaie rbasure.
Stations
[msertasseta] g ABAR [Alocaor | Causal andfor T HyuanHah\sm}AMum
[msertasseral DQAUAA‘AHacmm‘Sc\ccmndup\auwﬂycausm and for wsing able mpasure.
[Insertasseta{ e ABAA [AiToc ry causal mship cannotbe established and or fecied quantiable mhasure.
[insertasseta{ g ABAR \mwwq:emqup\smm cavsal rfatonship cannotbe seBlshed andor able mhasure.
Siocton]ExHai vy casal relatonship camnot b ssmBlshed and or g & seleod quantiabis Thasue,
w>cn355cvdkxomm Vihy causal relationship cannot be established and for using a selected quanifiable masure.
o andTor
reeraseetal e AgAA [aiochur {Seectondpoiain vy cd g and for vsing a ¢ quanifable npasure.
Main-line valves
e asser o] e /6% [ATocator Gauear and o d quarifabe rpasue.
[Imsentasseto] eo Asaa A 1= cnq[xp\auw'w Causal and for wsing abie mpasure.
[iner asset of_e. A8 Aocat fse \ai vhy causal rlatonship canno e iabished and o usi abionpasure,
Other network assets
insentasset o] e 6P [aTocatr | ]  causal tlafonship cannot e stalshed and o Jecied anitaie rbasure
nsertasser o] e A6 [Alocato Jsdectond e and o ccied qaniftable st
insertassot o] e 84 {Explainuy cavsa ndor abie nbasure,
insert assot o] e, 4844 [Alocator {seect onderplain s an o using a selected quanttiable mpasure.
Special crossings
nsen asset o] e 67 [alocatr Jsdecton] cousal P fabie hasure.
nser assot o] e A8 Alocator fsaectond cousal an for usinga seleted uantable rasure.

insertasset o] e

{
| I
i

why cavsal

and for

e nfasure

insortasseto]_es

hoaa [Alocar |

15 cannot e esablshed and o vsing  selced quaabl rfasure

Non-network assets

insert asoet e ABAA [Niocaior Jseiecton] casal and or cied quaniable rhasure.
insertassot o] ,q,«u,\u,«umm JectondExpaim why causal relagonshi camnot b estalzhed and for abie asure
isertasseco] e ABAA dExpamunyca oo g sl i s
nsert ssser ol e Aaa atecnr 1 y causal

i canno o esablishe and o using a selcted quaniabl asure

Table 5b: Rationale for selecting proxy allocator for operating expenses
ocaton

B methodology| , C%% | A9 | onaie forselecting prowy allocator
descrption atocator | ype
type
Service int d emergencies

[nsert cost de:

1

insertcostoe] e ABAA [Aiocatr JSeisctondExpiain vy ca an o ueing & setecid quaniate rhasure.
insertcost el e ABAA [ATocatr ] J hy causal elatonship camot bo ctablished and o using a slocted quantfabla mhasure.
insert cos el e ABAA [Aiocatr § I  causl elaonship cannot be established andfo Jeced quanufable npasure.
1
{

og A6 [iocator causal ard o using a sfeced quantfiabis rsasure:
Land and associated activity
insertcost e e ABAA [Aiocatr 1 2 i Canotbe eIl Shed and for sing @ SeTSted quantfabl masure
[insert costded eg ABAA [Allocator (s { ny causal nship cannot be established and for able mpasure.
insert cost del e ABAA [Alocatr ] causal and or Jesed quantfabis rhasure.
irsertcost e]_eg ABAA [uiocator {setectond causal anc or abi nasure.
Routine and corrective maintenance and inspectior
insertcost e e ABAA [Aocatr Al relatonship camot o esablshed and o using a sleced quantfabla rhasure.
insert cost del e ABAA [Alocator  casl elaonship cannot be established and fo Jeced quanufable mpasure.
insert cost de_eg ABA [Nlocator cuusal

and fo using a selected quantfable mhasure.

Network support

insert costde] e A8 [Aocator §Setect ondExplain why causal relatonsTp cannotbe etablished an forus abie pasure.
Compressor fuel
insen contae] e ABAA [Aiocar ] I o Casal rlaonship cannotbe stabished and o tocid quantabte mhasre.
nsrtcost el A [ocor § 1 causal and or oo quantfiais rasure.
insertcostae] eg ABAa] JExiain vy cavsar shec and or able nbasure,
isertcost el e ABAA [ATocatr {SelsctondExpiainye s and orusing a seecied quanfante mfasure.
Asset replacement and renewal
insertcos de] e ABAA [ATocaor causal andtar feciod quaniabte rhasure.
insertcostced e ABaA Juocator | cousal an for usinga seleted uantable rasure.
insertcostoed e A8 [Exlain vy cavsal andorus abie pasure
insertcost ce] e ABAA [Aiocatr sl latonship camnotbe stabished and o using a selected quantfable mhasure,
insert cos el e ABAA [ATocatr  causal slatonship cannotbe established andfo tocod quantfiable mpasure.
System operations
nsertcostoe] =19 A8 [Aocator Jetect ondxplaim iy causal reatonshi camnor b etz and o i masure
insertcost e e ABAA [ATocator JSelectondExpiainviy ca s and orusing a setecied quanabte mfasure.
insertcostced e ABAA [Aocatr ny Causal rlatonsip camo b established and forusinga seected auanfable mpasure.
insert cos del e ABAA [ATocator causal and or Jesod quantfable rhasure;
insertcost ced e apaa Juocatr J cousal an o usinga seleted uanabie rasure.
Business support
insercost o] e 782 [Alocator JetectonlExplan why sl el ators camnotbe esablshed and forus bl masure
insertcos el e ABAA [ATocatr ] sl kot ot e o i s ol e
insert cos el e ABAA [ATocator n causl elaonship cannot be established andfo d quanutable mhasure.
insert cos de] e, ABAA [Nlocato 45 causal and or e quantfiabls rasure.
insert costde] e A8 [Aocator §tectondExplain hy cavsal el atonship cannot b etabished andfor abi masure
insert costae] o ABAA [Aocaor ] T ny Cusal relatonsp canot b esablshed and for using  seecied uaniable mhasire.
vt contde] o A oo § { causal and or Jesed quantfiable rhasure.
insercoste] e /6 | d cousal and o able nfasure,
irsercostge] e g A8 [Aocato §select ondExplain iy cavsal eatonsp camnotbecsablshed andforus abie asure
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SCHEDULE C COST ALLOCATION IRMATIONRELAHNG IO FORECASIEFDIVESTHMENTS

Table 1:RevisedAallocation ofrequlated asset valudbe-Unallecated-Clasing-RABMalue

Table 1: Revised allocation of regulated asset values

Revised value

Value allocatec allocated
($000s) ($000s)
Gas Gas
transmission transmission
services services
Pipes
Directly attributable
Not directly attributable
Total attributable to regulated service q G
Stations
Directly attributable
Not directly attributable
Total attributable to regulated service 9 C
Compressors

Directly attributable
Not directly attributable
Total attributable to regulated service q G
Main-line valves
Directly attributable
Not directly attributable
Total attributable to regulated service 4 C
Other network assets
Directly attributable
Not directly attributable
Total attributable to regulated service q q
Special crossings
Directly attributable
Not directly attributable
Total attributable to regulated service q C
Non-network assets
Directly attributable
Not directly attributable

Total attributable to regulated service q G
Regulated service asset value directly attributable S G
Regulated service asset value not directly attributable q C
Total closing RAB value q G
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Table 2:Allecation-of- Operating-Costs-Not-Directh-AttributaliReport supporting revised allocations of asset values (hon
public)

Table 2: Report supporting revised allocations of asset values (non-public)

Previous allocation Revised allocation
Allocator Metric (%) Allocator Metric (%)
Allocation Gas Non-gas Allocation Gas Non-gas
methodology Allocator | transmission| transmission methodology Allocator ission| transmission
Line Item* type. Allocator type services services type Allocator type services services

Pipes

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 3[Select one]

Insert asset description e.g. ABAA |Allocator 4 [Select one]

Subtotal not directly attributable -| - -| -|
Stations

Insert asset description e.g. ABAA |Allocator 1 [Select one]

Insert asset description 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 -| - -| -|
Compressors

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 3 [Select one]

Insert asset description e.g. ABAA |Allocator 4 [Select one]

Subtotal not directly attributable -| - -| -|
Main-line valves

Insert asset description e.g. ABAA |Allocator §[Select one]

Insert asset description e.g. ABAA |Allocator 3 [Select one]

Insert asset description e.g. ABAA |Allocator 3 [Select one]

Insert asset description e.g. ABAA |Allocator 4 [Select one]

Subtotal not directly attributable -| - -| -|
Other network assets

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 3 [Select one]

Insert asset description e.g. ABAA |Allocator 4 [Select one]

Subtotal not directly attributable -| - 4 4
Special crossings

Insert asset description e.g. ABAA |Allocator 1 [Select one]

Insert asset description e.g. ABAA |Allocator 3 [Select one]

Insert asset description e.g. ABAA |Allocator 3 [Select one]

Insert asset description e.g. ABAA |Allocator 4 [Select one]

Subtotal not directly attributable -| - -| -|
Non-network assets

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 3 [Select one]

Insert asset description e.g. ABAA |Allocator 4 [Select one]

Subtotal not directly attributable - - - -

Total regulated service asset value not directory attributable l:l:l l:l:l

*include additional rows if needed
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Table 3:Armmslength-Deductionsfrom-Regulated-Servce-Assetalkesised allocation of operating costs

Table 3: Revised allocation of operating costs

Value allocated ($000s) Revised value allocated ($000s)
OVABAA OVABAA
Arm's Gas Non-gas allocation Arm's Gas Non-gas allocation
length | transmission| transmission| increase length [transmission| transmission| 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 e 9
Land management and associated activity
Directly attributable
Not directly attributable | | |
Total attributable to regulated service 9 4

Routine and corrective maintenance and inspection
Directly attributable

Not directly attributable | I I

Total attributable to regulated service 9 9

Compressor fuel
Directly attributable
Not directly attributable | |
Total attributable to regulated service 9 4

Asset replacement and renewal
Directly attributable
Not directly attributable | |
Total attributable to regulated service 4 [
System operations
Directly attributable
Not directly attributable | |
Total attributable to regulated service q q

Business support
Directly attributable
Not directly attributable | |

Total attributable to regulated service q [

Network support
Directly attributable
Not directly attributable | |

Total attributable to regulated service [ C
Operating costs directly attributable C C
Operating costs not directly attributable ¢ ¢ G < S | | S ¢ ¢ ¢ <
Operating expenditure C C
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Table 4:Arm‘slength-DeductionsfromOperating-GostReport supporting revised allocation of operating costs (rpablic)

Table 4: Report supporting revised allocation of operating costs (non-public)

Previous allocation Revised allocation
Allocator Metric (%) Allocator Metric (%)
Allocation Gas Non-gas Allocation Gas Non-gas
methodology| Cost Allocator ission| transmissi Cost Allocator | transmission| transmission|
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 -| -| -| -|
Land management and associated activity
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 -| - -| -|
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 -| -| -| -|
Compressor fuel
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 -| -| -| -|
System operations
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 2f 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 -| -| -| -|
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 -| - -| -|
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SCHEDULE D CAPITAL AND OPERAGIEXPENDITURE
INFORMATION

D1 Interpretation

In this Subpart, words in bold type bear the following meanings:
actual capexmeans thecapexincurred during thecurrent period
actual opexmeans theopexincured during thecurrent period
asset categoryneans one of the following asset types:
(@) transmission pipelines operating at high pressure;
(b) stations, including:
() gate stationsand
(i) compressor stations;
and in respect of each station:
(i) land;
(iv) site developmentind buildings;
(v) regulators;
(vi) valves, pipework and fittings;
(vii) instrumentation and RTUsnd
(viii) electrical fittings;
(c) valves, meaning valves other than those located at stations;
(d) SCADA / Control systems, including:
(i) master stations;
(i) telecommunications systems;
(e) network sparesand
() other;

asset management plameansany asset management plan required bylBn
determination;

asset relocations capermeanscapexprincipally incurred in relocating assets where the
relocation does not result in the assets having seryiotentiak materially differentto
their service potentiain their original location;

asset replacement and renewal capemeanscapexpredominantly associated with
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(@) the progressive physical deterioration of the conditiometwork assets or
their immediate surrounds; or

(b) expenditure arising as a result of the obsolescenceebivork assets;
base yeameans historical 12 month period;

base year approacimeansforecasting data regarding theupplyof gas transmission
servicesn the future based on data obtained irbaseyear,

capex categorymeans one of the categories in the following list which comprises, for the
purpose of &CPRproposal a classification of the types oapexthat GTE make when
providinggas transmissin servicedo consumers angapex categoriesneans all of the
following categories:

(&) customer connection capex

(b) system growth capex

(c) reliability, safety and environment capex
(d) asset replacement and renewal capex
(e) assetrelocations capexand

()  non-system fked assets capex

connection pointmeans a physical connection point on thetwork with another
pipeline, at which gas is imported into or exported from tietwork, also commonly
referred to as a welded point;

customer connection capermeanscapexpredominantly associated with the
establishment of neveonnection pointsof consumers to th@etwork, or alterations to
existingconnection pointswhere the expenditure relates to connection assets and/or
parts of thenetwork for which the expenditure isecoverable in total, or in part, by a
capital contribution;

deliverability means the extent to which the activities to which tbapex forecasand
opex forecastrelate are likely to be undertaken by ti@&TBduring thenext period
withby reference to theGTR ability to-

(@) source and secure physical resources (such as appropriately skilled personnel
and materials) and planning consents from exterathorities; and

(b) prioritise, manage and undertake the work involved, including the ability to
implement any planned step change from historical levels of investment and
workload;

documentmeans correspondence, notices, circulars, memoranda, minutes, reports,
policies cortracts or agreements in the possession or control of GEB whether in
electronic or paper format;

fault and emergency maintenance opemeansopexprincipally incurred in responding
(by way of undertaking remedial work) to an unplanned instantaneousteban
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impairs the normal operation afetwork assets but does not include expenditure on
work to prevent or mitigate the impact such an event would have should it occur;

general managementadministration and overheads opemeansopexthat is
principallyincurred on administration or which is not directly incurred in the physical
operation and maintenance of theetwork, including expenditure on

(@)
(b)
(©)
(d)
(€)
(f)

(9)
(h)
(i)

()

(k)

accounting;

corporate management;
finance;

human resources;

information technology;
insurance paid to an inser;
legal,

occupational health and safety;
procurement;

property;and

regulation;

key assumptionsneans

(@)

2655759

any significant assumption made BYsTBin the preparation of its proposal,
clearly identified in a manner that makes its significance to the proposal
understandable to th&Commissionincluding

() forecasts of peak demand;
(i) forecasts of weighted average remaining life of assets;
(i) forecasts of gas delivered,;

(iv) forecasts of material changes in gas imports into or exports from the
network;

(v) forecasts ofeceipt and delivery points required lmpnsumers
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(b)

(vi) forecasts opipeline length;

(vii) labour unit rates applied to key items of plant and equipment;
(viii) materials unit rates applied to key items of plant and equipment;
(ix) labour escalators as required blauseD18(2) and

(x) materials escalators as required bauseD18(2) and

a description of tle-

(i) basis on which those assumptions were prepared; and

(i) the principal sources of information from which those assumptions were
derived

non-system fixed assets capawreanscapexincurred in relation to assetsot directly
relatedto the network used in thesupplyof gas trarsmission servicesncluding in

relation to-
(@) information and technology systems;
(b) asset management systems;
(c) office buildingsdepots and workshops;
(d) office furniture and equipment;
(e) motor vehiclesand
() tools, plant, and machery;

obligation means a legally enforceable duty owedd§TB whether arising under
legislation,at common lawor in contract, but excludes a contractual obligation
commencing after this determination takes effect;

opexmeansoperating expenditure

opex categorymeans one of the categories in the following list which comprises, for the
purpose of e&CPP proposahk classification of the types opexthat GTEB make when
providinggas transmission servicée consumersandopex categoriesneans all of the
following categories:

(@)
(b)
(€)
(d)
(e)
(f)

general managementadministration and overheads opex
system management and operations opgex

routine and preventative maintenance opex
refurbishment and renewal maintenance opex

fault and emergency maintenancepex, and

other opex

other opexmeansopexthat is not captured by the othespexcategories
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planningstandardsmeanspoliciesadopted by theGTBwhich relate to the planning of
the network and the forecasting afapexandopexfor that purpose, including in
relation to-

(@) long termnetwork development;
(b) network maintenance; and
(c) system operations

policiesmeans documented andirector or managementpproved shorterm and
longterm policies procedures, strategies, guidelines, idaand approachescluding
thoserelating to

(&) asset management;

(b) asset security;

(c) augmentation and planning;

(d) business cases, including ctinefit analyses;
(e) capex(e.g.capexapproval and replacement);
()  condition monitoring and replacement;

(g) corporate goverance;

(h) disaster recovery;

(i) energysupplyand consumer growth forecasting;
() gas balancing;

(k) gas odorisation;

()  information technology;

(m) internal reviews;

(n) investment decision making and evaluation;
(o) land andeasementacquisition

(p) network spares

(q) prioritisation and options analysis;

()  procurement;

(s) project management;

(t) regulatory compliance;

(u) risk management and assessmeutt;

(v) self insurance;

refurbishmentand renewal maintenance opemeansopexthat is predominantly
associated with the replacemengfurbishment or renewal chissetcomponens,
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reliability, safety and environment capermeanscapexpredominantly associated with
(@) the improvement of reliability or service standards;

(b) maintaining or improving the safety of theetwork for consumers, emplgees
and the publicpr

(c) activities te
() meet new or enhanced legislative requiremernis
(i) achieve enhancements,
relating to the environment;

routine and preventative maintenance opemeansopexthat is predominantly
associated with planned work and

(@) includes

(i) fault rectification work that is undertaken at a time or date subsequent
to any initial fault response and restoration activities;

(i)  routine inspection;
(i) testing;and
(iv) easementinspection and
(b) excludesexpenditure onnitial fault or emergencynaintenance;

servicecategorymeans one of the categories in the following list which comprises, for
the purpose of &PP proposak classification of theerviceshat the CPP applicant
provides to itsconsumers andservicecategoriesmeans all of thedllowing categories:

(&) provide and operatametwork infrastructure betweerconnection pointsand
delivergasthrough thenetwork;

(b) provide connection services, including changesasfection pointcapacity
and/or reliability;

(c) provide for rearrangement afietwork assets at third party request;
(d) provide gas odorisation services;

(e) provide Critical Contingency Operator services;

(f)  provide gas balancing servicesid

(g) provide an additional service (or services if necessary) to those listed in
paragraphga)(f), specified by th&€PPRapplicant,

servicelevel means the magnitude of service measurg

servicemeasuremeans an objectively measurable characteristic or features#raice
category,
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systemfixed assetsmeans all fixed assets owned, provided, maintained, or operated by
a GTBthat aredirectly related to thenetwork andused, or intended to be used, for the
supplyof gas transmission services

systemgrowth capexmeanscapexprincipally incurred in implementing a change in
demand on thenetwork assets, and includes expenditure that is not recoverable (in total
or in part) from theconsumersuppliedat the point of connection to th@etwork who is

the source of the change irechand;and

systemmanagement and operations opexeansopexthat is predominantly associated
with the management and operation of threetwork including

(a) system operations;

(b) system studies and planning;
(c) gas odorisation;

(d) design;

(e) network record keeping; adh
() standards and manuals.

D2 Instructions relating to provision of information

(1) ACPP proposahust-

(@) assemblall informationthat thisschedulergquirain a“section of theCPP
proposalSY G AGf SR &/ I LISEKhLISEKS5SYIlI YR vdzl €A
(b) containa tabk that, in respect of eactlause othis schedule
(i) provides areferenceto the placewhere, in the Capex/Opex/Demand

Qualitative Information section of thEPP proposah response is
provided; and

(i) gives the titleand page referencto any separatelocumentidentified
in responseincluding in the case where tlincumentin question is
provided in theCPP proposal

(2) Where information provided in accordance with these requirements differs from
the most recent information provided by tH8TBto the Commissiorin accordance
with any obligation under Part 4 of th&ct, a CPP proposahust

() identify the differences; and
(i) give reasons fosuch differences

(3) Where information required by thiSchedulas omitted froma CPP proposathe
CPP proposahustcontain an explanation for each such omission

(4) ACPP applicaniay, without provision of additional information, reproduce
information from its most recently publisheaksset management plam response
to a requirement othis Schedulesubject to subclase (5).
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(5) For the purpose of subclau$é), reproductionof such materiais only permitted
where the relevant section of thesset management planlearly and succinctly
provides the required information, without the neddr analysis or interpretation
onthe part of theverifier or the Commission

(6) For the avoidance of doubt

(@ theW{ dzY Y| NEBE zdntedtgfthERPPOPosahsinitialyprovided to
the Commissiorerifier in accordance with clause Mall not includedetailed
informationdescribed in clausd37(2), D7(5), D12(2) and DIReguired-by
this-scheduldn relation toprejestsorprograrmesfalling-underparagraph
{e)-ofthe-definitionin-this-schedule-mfentified programmes; and

(b) such information

(i) need only be provided to theerifier upon theverifier's request and

(i)  where provided under (i), mustreguired-tobe included in theCPP
proposalas provided to th&Commissiorin the CPP application

D3 Qualitative Information

(1) Provide
(@) allpoliciesrelied upon in whole or in part in preparing the response to
(i)  thisschedule and
(i) anyotherrequirement ofSubpart 5 Section gf Part 5 and

(b) where the rationale is not already included in theliciesthemselves, the
rationale for thepoliciesprovidedin accordance with paragrag), including
ye Oz2yadzZ dFyiaQ NBLZ2 NgolwiesNBt A SR dzLl2y A

2 LRSyGATe ff Oz2yadzZ FryiaQ NBL2Z2N#Haa O2YYA &
capex forecasbr opex forecast

(3) Where information from theCPP app A O Imygstir€éantly publishedsset
management plarhas been included in th€PP proposah response to a
requirement of thisclause provide an index of explicit references to the sections
and paragraphs of thasset management plarelied upon.

D4 Categorisation of services
For eaclservice categoryelevant to thegas transmission servicggovided by theGTB
provide
(a) a description of theaGTR gervices that fall within it, including
() its key service features and specifications;

(i)  the identity of the intendedconsumersof the services;
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(i) the processes used to determine the features and specifications of each
service; and

(iv) any material changes to the services proposed forrtagt period

(b) the service measuresncluding a description ds how these have been
defined, relating te

(i) categories otonsumers
(i) asset performance, asset efficiency and effectiveness;
(ii)  efficiency of theGTR2 Businessactivities; and
(iv) the GTE)abligations;
(c) acorresponding targegervice levefor eachservice masure
(d) adescription as to how each targsgrvice level

(i) was determined, including a description of agnsumerconsultation
used to specify it; and

(i) relates to theGTRY @levantpolicies

(e) acomparison and evaluation of each actseivice levekhchieved for each
disclosure yeain the current periodagainst each relevant targservice level
for each relevanservice measurgincluding explanations for all significant
variances and, for each significant variance, an explanation of the acting bei
taken or proposed to improve performance; and

() details of all proposed changes to the targetvice leveldor eachservice
measure including

(i) the rationale for all proposed changes with reference to relevant
consumerdemands and th& TR @bligations and

(i)  a description of how the proposed changes were taken into account in
preparing theCPP proposal

D5 Network asset information

(1) Provide details of th&TR) @xistingnetwork assets including
(@) a highlevel description of théransmissiometwork that indudes
(i) a map showing all of th&TB's network

(i) identification of largegas producers andonsumershat have a
significant impact ometwork operations or asset management
priorities;

(i) a description of thelemandcharacteristics for different parts of the
network; and
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(iv) the peak demand and totajuantity ofgasdelivered in eachlisclosure
year of the current period, broken down by geographically non
contiguousnetwork, if any;

(b) adescription of theexistingnetwork configuration, including

() identification ofconnection pointsand the existing capacity and current
peakdemandof each;

(i) a description of thenetwork fed from the gate stations, including
identification and capacity of pressure reducing stations and the
maximum operating pressure of the individual sectionsetivork; and

(i) an overview of secondary assets such as SCADA and
telecommunications systems;

(c) adescription of theexistingnetwork assets byasset categoryincluding
(i) pressurdevels;
(i) a description and quantity of assets;
(i) age profiles;

(iv) adiscussion of the condition of the assets, further broken down as
appropriate, including historic failure ratesnd

(v) identification of any relevant systemic issues that may lead to the need
to prematurely replace assets or parts of assets

(d) the sum ofregulated serviceasset valuedy asset categoryonsistent with
thosedisclosedoy the GTBprior to making theCPPRapplicationin respect of
the most recentlycompleteddisclosure yeapursuant to theGas (Information
Disclosure) Regulations 1967 anID determinatiort and

(e) attheGTBseledion, a sum ofregulated serviceasset valuedby anyasset
categorysub-category (as 'suoategory' is definetby the GTB;

(2) For the purpose of subclaugt)
(@) where information is based on estimates, this must be explicitly stated,;

(b) quantities ofasses must be presented in a way that clearly describes the size
of the regubtory asset basebut need not include detailelists orschedules
as would beancluded in a complete asset register or inventory

D6 Demand forecasts

(1) Foreachkey assumptiorrelating to maximum demandr gassupplied
(a) explain howit was relied upon in th€PP proposabnd

(b) provide an outline of the treatment of argonsumerdemandsdirectly
connected to thenetwork, uncertaindemand and significaniemands

2655759 182



transferred, or expected to be transferred, between different parts of the
network.

(2) For eactkey assunption that is a demand forecast
(@) describe the methodology used to prepare it, including
() any sensitivity analysis undertaken; and
i) GKS Y2RSta dzaSR oAy Of dzRAy3a SI OK Y2RS
(b) describe and explaiit in respect of eacldisclosureyearin the next periodby
reference to eacldemand group and

{e}—explainthe extent to which the forecasting methodology used is consistent
with, and has taken into account, historical observatiens.

D7 Capital expenditure

(1) For eactcapex categoryncluded in thecapex forecast

(@) providean overall description including the aims and objectives ofcdygex
category,

(b) provide an explanation as to itdeliverability, with reference to factors likely
to affectthe capex categorys a whole; and

(c) identify all relevant documenipoliciesand consultant's reportthat were
taken into account in preparing theapex forecast

(2) For eachdentified programmeincluded in thecapex forecast

(@) provide an overall description including the aims and objectives of the
identified programme

(b) provide an explanation as to itkeliverability, with reference to factors likely
to specificallyaffect that identified programme

(c) provide details of all contingency factors provided for, including how they
were calculated and what uncertainties they account for;

(d) state-
(i) each relevankey assumption
(i) each relevanbbligation; and

(i) anystep changend itseffect on the capex forecastor the identified
programme
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(e) explain all departures from any conclusions and recommendations contained
Ay SIOK O2yadz GFyiaQa NI sibdalisd)(®;8ndd A FASR

()  explain the methodology used to geneedthe capex forecastor the
identified programme including but not limited to details regarding

(i) any cost benchmarking undertaken by or for (B&B

(i) internal historical cost trends (for specifisset categoriesrelied upon;
(ii) material changes to workiacklogs;

(iv) all network alternative projects and/or programmes considered;

(v) all costbenefit analyses undertaken;

(vi) all contingency factors provided for, including how they were calculated
and what uncertainties they account for; and

(vii) anystep changdrom historical costs in any cost component included in
the identified programmeand itseffecton the capex forecast

(3) For eaclpolicyidentified in response to subclausebclausg€1)(c) explain
(@) how it was taken into account and complied with; and
(b) how relevantplanning standard$ave been incorporated
(4) For eacltkey assumptioridentified in accordance witBubclausg2)(d)(i}
(@) provide the method and information used to develop the assumption; and

(b) explain how the assumption has been applied aneftsct on the capex
forecast

(5) Where anyidentified programme other than aproject or programmeto be
undertakenfor the foreseeable futurgs forecast to terminate after the end of the
next period, in addition to the information required by subclaug), provide any
additional information relevant t@apex forecasto the end of theidentified
programme

(6) For eaclproject and programme(other thanidentified programmeg included in
the capex forecast

(@) explain

() how each relevanpolicyidentified in respose to sulelause(1)(c)was
taken into account and complied with; and

(i)  how the relevaniplanning standard$rave been incorporated; and

(b) providedetailsof all contingency factors provided for, including how they
were calculated and what uncertainties they auaaot for.
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D8 System growth capital expenditure information

Forsystem growth capexprovide

(@) adescription of the relevamilanning standardsind relevankey
assumptions

(b) adescription of the prioritisation methodology adopted for system growth
projectsandprogrammes

(c) details of the specifinetwork locations where constraints are expected due
to forecastdemandincreases;

(d) relevantpoliciesfor purchasingand andeasementdor future use;

(e) where rationale is not already included in thelicy documents, ratnale for
the policiesprovided in accordance with paragrajdh);

(H an analysis of theetwork development options available;

(g) details of the planning decisions made to meet each relevant tasgeftice
level;, and

(h) adescription and identification of the ggsn growth programmeincluding

(i) actions to be taken, including clear linkages to the forecast expenditures
in each of the associatqulojectsand programmes

(i) a detailed description odachprojectin the capex forecasthat has
commenced or isommitted; and

(i) a description okachproject that is notcommitted but isplannedto
commence in thenext period, the information being provided to be
commensurate with th@roject's current status in the planning process

D9 Asset replacement and renewal capital expeande information

(1) Forasset replacement and renewal cap@xovide-

(@) a description of the relevargoliciesandkey assumptionselating to the
circumstances in whictapexshould be incurred based en

(i) the age or reliability profile of an asset bgmparison with the condition
of an asset and vice versa; and

(i) replacement of an asset rather than renewing it and vice versa,

(b) where rationale is not already included in tpelicy documents, the rationale
for the policiesandkey assumptiongprovided in acordance with paragraph

(@)

(c) any asset replacement models developed by or for@ieBto determine
asset replacement and renewal capgexcluding

(i) all supporting documentation for the models used; and
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(i) any other relevant considerations; and

(d) adescription ad identification of replacement and renewatogrammesor
actions to be taken for eachsset category

(2) Explain whether and how the matters provided and identified in accordance with
subclausg1)

(@) were taken into account in theapex forecastand

(b) affected forecastasset replacement and renewal capéy comparison with
the equivalentactual capexincurred.

(3) Explain how any proposed system growth associated with the replacement of assets
before the end of theiasset lifehas been taken into account in tlzsset
replacement and renewal capefor the next period

D10 Reliability, safety and environment capital expenditure information

Forreliability, safety and environment capex
(a) describe the implications (including timing) of complying with-any
(i) newobligation; or

(i) substantive amendment to any current suchligation that is
reasonably anticipated to occur during thext period,

concerned with safety or environmental protection relevant to supplyof
gas transmission servicdsy theGTB

(b) explain how these n& obligations or substantive amendmentsdbligations
have been taken into account in tl&PP proposal

(c) describe
(i) the relevant risk managemeipolicies

(i)  risk assessments and risk mitigation or risk prevention measures
employed during theurrent period including those pursuant to or in
response to ambligation or astep change&o anobligation; and

(i) all risk mitigation measures identified and proposed to be deployed in
the next period, including methods, details and conclusions of risk
assessments andetails of emergency response and contingency plans;
and

(d) where rationale is not already included in tpelicy documents provide the
rationale for thepoliciesprovided in accordance with paragraft).

D11 Non-system fixed assets capital expenditure informati

Fornon-system fixed assets capen the capex forecasprovide the rationale fothe
expenditurein the largest two of the following expenditure categori®sdollar value

2655759 186



(@)
(b)
(©)
(d)
(€)
(f)

asset management systems;
information andtechnology systems;
motor vehicles;

office buildings, depots and workshops;
office furniture andequipment; and

tools, plant and machinery.

D12 Operating and maintenance expenditure

(1)

(2)

2655759

For eachopexcategoryincluded in theopex forecast

(@)

(b)

()

provide an overall description including the aims and objectives obpex
category,

provide an explanation as to itkeliverability, with reference to factors likely
to affect theopex categoryas a whole; and

identify all relevant documentpoliciesand consultants' reportshat were
taken into account in preparing thepex forecast

For eachdentified programmeincluded in theopex forecast

(@)

(b)

(€)

provide-

(i) an overall description including the aims and objectives ofidleatified
programme

(i) an explanatioras to itsdeliverability, with reference to factors likely to
affect thatidentified programmespecifically; and

(i) details of all contingency factors provided for, including how they were
calculated and what uncertainties they account for;

identify-
(i) each rebvantkey assumption
(i) each relevanbbligation; and

(i) anystep changend itseffect on theopex forecastfor the identified
programme and
explain

() whether abase year approaclwas used in forecasting, and if so,
identify thebase yeawsed and, if it is noa year in thecurrent period
(for which data will have been provided), provide the relevant data from
that base yeay
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(i)  all departures from any conclusions and recommendations contained in
SIOK O2yadzZ FyidiQa NIBLR NibclausHIS® G A FASR
and

(ii) the methodology used to generate tlopex forecastfor the identified
programme

(3) For the purpose of subclaug2)(c)(iii) such methodology must include, as a
minimum, details regarding

(@) any cost benchmarking undertaken by or for (B&éB
(b) internal historical cost trends (for specific asset categories) relied upon;

(c) descriptions of inspections, tests and condition monitoring carried out and the
intervals at which they were done;

(d) material changes to work backlogs;
(e) alternativeprogrammesconsicered;
() all costbenefit analyses undertaken;

(g) all contingency factors provided for, including how they were calculated and
the uncertainties they account for;

(h) anystep changdrom historical costs in any cost component included in the
identified programmeand itseffect on the opex forecastand

(i)  how theservice measureglentified in accordance with claug¥(b)were
taken into account

(4) For eaclhrelevantpolicyidentified in response to subclaugg)(c) explain
(@) how it was taken into account and compliedthyiand
(b) how the relevanfplanning standardsvere incorporated in it.
(5) For eactkey assumptionidentified in accordance with subclaué®)(b)(i) explain
(@) the method and information used to develop the assumption; and
(b) how the assumption has been applied atsleffect on the opex forecast

D13 General managementadministration and overheads operating expenditure category

(1) For thegeneral managementadministration and overheads opex category
(@) identify-
(i) each relevankey assumption
(i) each relevanbbligation; and

(i) anystep changend itseffect on the opex forecastfor this category;
and
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(b) explain

()  whether abase year approackvas used in forecasting, and if so,
identify thebase yeawsed and, if it is not a year in tloairrent period
(for which datais required to le providedin aCPP proposa| provide
the relevant data from thabase year

(i)  all departures from any conclusions and recommendations contained in
SIOK O2yadzZ FyiQa NBLR NMiusePIR@)EI A TASR
and

(i) the methodology used to generathe opex forecastfor this category.

(2) For the purpose of subclaug#)(b)(iii) such methodology must include, as a
minimum,details regarding

(@) any cost benchmarking undertaken by or for (6&B
(b) internal historical cost trends relied upon;

(c) all contingencyactors provided for, including how they were calculated and
the uncertainties they account for; and

(d) the effectof anystep changen the costs in thgeneral management
administration and overheads opex categary

(3) For eachrelevantpolicyidentified in the response talauseD12(1)(cexplain how it
was taken into account and complied with.

(4) For eacltkey assumptioridentified in accordance with subclaugB)(a)(i) explain
(@) the method and information used to develop the assumption; and

(b) how the assumptiomas been applied and ieffect on the opex forecastfor
this opex category

D14 Operating expenditure projects and programmes
For eaclproject and programme(other thanidentified programmes included in the
opex forecast

(a) explainhow each of the relevamoliciesidentified in the response to clause
D12(1)(c)as taken into account and complied with;

(b) explainhow the relevanplanning standard$ave been incorporated; and

(c) provide detai$of all contingency factors provided for, including how they
were calcuhted and what uncertainties they account for.

D15 Selfinsurance

(1) For any proposed seifisurance allowance

(@) provide
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() adescription of the uncertainties covered by the allowance;

(i)  the methodology used to calculate the seisurance risk premium (e.g.
probability multiplied by consequence);

(iif) areport on the calculation of each satlsurance risk premium from an
actuary who is qualified to provide such adviaad

(iv) any quotes obtained from external insurers; and
(b) explain why compensation should be provided for thesertainty.
(2) Inrespect of each quote provided in accordance withclausd1)(a)(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 t&d B
(i) the size of any deductible;

(iv) the terms and conditions of the insurance; and
(v) why itis not considered suitahle

(3) Explain whether and, if so, how the costs of remediating the effecesach
uncertainty for which the allowance is sought may be recovered through any other
mechanism.

D16 Controllable opex

For eachdisclosure yeaof the next periodprovide-

(&) adescription othe types ofopexcomprised irthe forecast forcontrollable
opex and

(b) justification for why theopexreferred to inparagraph(a)should
be determined asontrollableopex including a description of how tH@TBis
able to control the amount obpexover theCPP regulatory period

D17 Related parties
(1) Identify and describe aftelated partiesin respect of whontosts are disclosed in
accordance with theegulatory templates

(2) For eachpersonto whomsubclausgl) appliesidentify eachproject or programme
with which he, she or it is associated

(3) For eachpersonto whomsubclausd€l) applies, describe, in respect of each
relevantproject and programmethe-

(&) nature of theservicesundertaken by thapersor and
(b) the date and term ofhe contract in respect of thaservice
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(4) For eachserviceidentified in accordance witeubclaus€3)(a}
(@) provide a description of the tendering process used to procurestreice

(b) identify allrelevant documents used to tender for its provision, including but
not limited to requests for tender and tender submissions; and

(c) explain

() why thatserviceis outsourced instead of being undertaken by (A€B
itself;

(i)  whether theservicesprocured are prowed under a discrete contract or
provided as part of a broader operational contract (or similar);

(i) whether theservicewas procuredn a genuinely competitive basis and
if not, why not; and

(iv) whether theservice(or any component thereof) was sudontracted b
another provider.

(5) For each contract identified in accordance with subcla@3éb) identify
YSGK2R2ft23ASax O2yadAZ GFryidaQ NBLR2NIAZ
components of the costs included in the contract price.

D18 Unit costs and expenditur@scalators

(1) For eactkey assumptiorthat is aunit rate-
(a) identify-
(i)  source material from which it was derived,;
(i) the date it was developed; and

(i)  the historical unit rates adopted for key items of plant and equipment
for the capex forecastind theopex forecastand

(b) explain

() how it was developed with reference to the responses to parag(aph
and

(i)  whether, and if so an explanation as to why, its quantum is reasonable.

(2) For eaclkey assumptiorthat is a labour or materials escalator
(@) provide the class of labowand materials to which each escalator relates;
(b) provide
() the base yearand the labour and materials unit rates for that year;

(i) the escalator used in percentage terms for each year fronbtse year
to the end of thenext period
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(ii) the quantum of the labourasts in thecapex forecasand theopex
forecastwhich is the result of application of the labour escalator;

(iv) the quantum of the materials costs in tlvapex forecasaind theopex
forecastwhich is the result of application of the materials escalasmr

(v) confirmation of whether the escalator used is expressed in real or
nominal terms and, if real, the indexation assumptions used; and

(c) explain

() the methodology underlying the calculation of each escalator, including
sources, data conversions and the use of asgumptions, including
lags;

(i)  the weightings given to each escalator and how these weightings were
developed, including any assumptions;

(i) whether the same expenditure escalators have been used icdpex
forecastand opex forecast

(iv) where the response toub-paragraph(iii) is no, why different
expenditure escalators were applied, using supporting evidence; and

(v) whether, in applying the relevant labour or material escalator,
additional contingency factors have been applied and, if so, what
uncertainties theyaccount for and how they were calculated.

D19 Contingent project information

(1) For each proposedontingent project
(@) provide
() an overall description including the aims and objectives ofpitugect;

(i) a completedregulatory templatefor capexforecastand opex forecast
using the best available information to hand; and

(i) information as to how theoroject satisfies the criteria specified in
clauses.7.3(2)

(b) propose arigger eventand explain howthe eventmeets the requirements of
clauses.7.3(3)

(c) provide

(i) all relevant documents (includimpliciest Yy R O2y adz G yidaQ NE
were taken into account in preparing tloapexforecastand opex
forecastfor the contingent project including those that relate to its
deliverability;

(i) each relevankey assumptionand
(i) each relevanbbligation;
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(2)
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(d)

(e)

(f)

explain

(i) all departures from any conclusions and recommendations contained in
SIOK O2yadzZ dFyiQa NBLR2NI ARQHPIATFASR
and

(i)  the methodology used to generate tloapex forecastind opex
forecastfor the proposedcontingent project

explain for eaclpolicyidentified in response to paragragh)(i)}

() how it was taken into account and complied with; and

(i)  how the relevant planning standardgere incorporated; and

describe for eackey assumptiondentified in accordance with paragraph

(c)(ii}

(i) the method and information used to develop the assumption; and

(ii)

how itshas been applied and its effect on thapexandopex

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 forecastipexand forecasbpexto the end of
the contingent project
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SCHEDULE E CAPITAL AND OPERAGIEXPENDITURE
REGULATORY TEMPLATES

Table 1:Top 5

1 . 1 .
2 2
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Table 2: Capex Summary
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Table 3: Opex Summary

Table 3(a):

Table 3(b):
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Table 3(c):
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Table4: Capex Project Programme

A copy of this form must be completed for i i
2Breakdown may be replaced with asset types in use by the applicant and expanded to include other asset types

Denotes a user
input cell
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Table5: Opex Project Programme

* A copy of this form must be comp

for i i
2 Breakdown may be replaced with asset types in use by the applicant and expanded to include other asset types

2655759

Denotes a user
input cell
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Table6: Overheads

1

be replaced wi iture types in use by the applicant but within the definition of the opex category for general management, administration and overheads.
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Table7: Unit Rate Escalators

2655759 202
























