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Executive Summary

The Lines Company Limited (TLC) is in the business of supplying its connected customers with
reliable capacity. Capacityis a term used to describe the customer requirements or the ability of

the network to supplyenergy ata moment in time. Reliability is éerm used to describe the length

of time and frequency that the network is unavailable to supply customers with electricityis the
capacity requirements of its connected customers, rather than the amounteafergy conveyed

which determines the investment the company has to make it network. The prices charged
reflect the investment the company has madand intends to make in ordeto provide a reliable
supply capacity tdts connected customers.

For the period 1 Al 2015 to 31 March2016, TLQa Sa d A Y I ( SR $89:6MBGIThIiNS @S y dzs
figure represents theecovery of thecost of supplying capacity tapproximately 24000 customers

and provides for aegulatedreturn on investment to shareholder3he totalcost recovered from

customers include$7.1 million recovered on behalf of Transpower and generators operating within

the network.At 31 March2015, the estimated investment in the netwoik$176 million.

The move to charging for capacity and demand/loeas in response to the network constraints

presented by an aged network with low demand and connection density, combined with a high
proportion of customes with low annual consumptior©n evaluation, this meant that a volumetric

charging methodology wasmsuitable todeliver a sustainable networRhe aim of TLC is to build and
YEAYOGFEAY + ySG@ANIS REK F@KI XK Sa NWdAK® YSNI NBIj dzA NBY S
both customers anghareholders

To ensure the efficient use of network assetaimanner that provides service quality benefits to the
customerat an affordable priceanda regulatedreturn to the shareholder, TLC chasggistomers for
their capacityand demandequirements as opposed to theinergyconsumption.

By developing andmaintaining a direct contractual relationship with its customers TLC is able to
apply a demandbasedpricing methodology more effectively than through the traditional retailer
channel Direct to customer Hling services and customer engagement provide ausis with the
opportunity to get guidance on how to bettemanagekW load requirementsand offers a better
forum to communicate pricaguality trade off requirements.

The pricing methodology used to detividual pricesill determine howaccurately chargepaid by
each customer recover the cost of supplying capacity their installation. The arrent pricing
methodology ofdemandcharging means that priceshouldrecover at least the marginal cost of
supplying capacity to an individual and no more tlizastandalone cost of supply.

The process followed when setting prices igrtitially determine therevenue requirementieemed
sufficient tooperate a sustainable netwotfior the following year.Next, customers on the network
are groupedby similarities atpoint of connectiondemand densityand capacity requirementdhese
three factorsinfluence the cost of supply tthe customer Thevariation in costs attributed t@ach
consumer grougrives the allocation of revenueecovery Finally a tariff model is developed that
serves not only to recover revenue but to communicttethe customer the cost of service and
signalwhereindividualcustomer behaviour can influen¢kose costs
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Revenue : _
Allocation Model Tariff Structure

Figurel: Sequential diagram of[T/ Rriging Mehodology

By aligning the cost of supply thargesrecovered from thecustomer, TLCs able tomake efficient
and economically sounidvestmentdecisions to the benefit dioth customer and shareholder

The integration of asset management planning witle fricing methodology is a critical process in
¢ [ / Mdsiness model Revenue constraints combined with anaged networkmeant that TLC
shareholderdhadto choose between network developmeand asset renewal. Thdevelopment of

a pricing methodologypased m capacityand demandequirements, and the communication of this
methodologyto customerswas part of a strategy to slow demand growth and channel available
resourcedo asset renewalA focus orasset renewalfiascontributed to an improvement in quality

of service levels.

Since the introduction of demand charging in 2007, metering technology has improved substantially.
This has allowed TLC to peogressivein its rollout ofadvancedmeters and look towardeplacing
assesseatapacityand demandchargeswith measuredquantities Currently72% of customes have

both fixed capacity (Network Chargand variabledemand(kW load) assessed through the useaof
statistical process which produces a demapdofile. The wide scaledvancedmeter installation
project commenced in September 201Rull installation will enable a closer alignment between asset
management strategy and pricing methodology

T / &s8et management strategy is focussed on providing just in time assets that will be utilised,
provide serviceand earn revenue. The long term aim of our pricing methodology is to signal the
lifecycle costs of the assets that are necessary to provide the capacity and quality service
requirements of the ansumer

One of our primary objectives is to facilitate theviest possible cost of lines and energy prices to our
customers in what is by national standards a difficult set of challenges when operating an aged rural
network.
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Abbreviations

TLC The Lines Company

EDB Electricity Distribution Business

EA Electricity Authority

ComCom Commerce Commission

AMP Asset Management Plan

ICP Installation Connection Point

kW Kilowatt

kWh Kilowatthour

kVA Kilovoltampere

ACOT Avoided CostoTransmission

LNI Lower North Island Transpower transmission region
RCPD Regional Coincident Peak Demand

DPP Default Price Quality Path

ID2012 Information Disclosure Determination 2012
IM2012 Input MethodologiedDetermination2012
TOU Timeof Use

PCs Point of supply

PricingAbbreviations

kW Load Based on theaverage of the six highest peaks at a connection during periods
of load control.

Network Charge Chargeable capacity

Consumer Grouferminology

HT Hangatiki WK  Whakamaru OK Ohakune

ON Ongare NP National Park TK Tokaanu

LV Low Voltage Supply (400V) HV High Voltage Supply (k¥/33kV)
HI High Densitydemand densityx 50kVAKm)

LO Low Densitydemand densityx 50kVAKm)

Pricing Plans

LFCP Regulated Distribution Tariff (Low Fixed Charge)

SUP Standard UserCapacitynormally< 100kVA

MUP  Major User Capacitynormally»100kVA
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1.  Pricing Methodology Overview

In order to accurately reflecthe cost of supplying capacjtyfLCline charges are payable by
connectedcustomers according to the capagi each consumerrequires and the assetsised to
provide that capacity.The methodology used to seiricesis based onassessed omeasurable
quantities of power rather than energysage DemandCharging and Dedicated Asset Charges enable
TLC to set pricethat signal to the ansumerthe relative cos$ of safe, reliable supply to their
installation.Sequentiallythere are four stagesemployed in settingrices:

Determire target revenuewithin regulated levels;

Identificationof consumer groug

Allocationof target revenue between these groups

Development ofpricing plans to recovertarget revenueand send pricing signals aligned to
consumerbehaviour

PohPR

Crucial to this process isalignment to the regulmry models deeloped by the Commerce
Commission andlé&ctricity Authority. These models ensure that revenue and prices reflect the cost
of operating an efficient distribution network.

1.1. Customer Consultation

Customer engagement is an essential process in the development of a quality product or service.
Consumes connected to TLO@etwork have a direct contractual relationship with TLC for the supply

of capacity at a known price and level of qualitiis relationship providea level of transparency in
pricing not common across the industry where lines chaegesbundled with retail energy prices.

Supporting thidirect customerrelationship is aledicated custorar serviceteam, includinga fault
and outage response teanAmongst other things,ni conjunction with network engineersTLC
employeesare availableto provide energy anddemand managementadvice Sixtimes a year,
customers receive a customer newslettartlining company news and network issues

Newsletters, website updates and regulatory disclosures are effective at communinsiteys of a
routine nature. Regular community clinicare also run and these provide ansumes with the
opportunity to discuss with TLC representatives theimagis and expectatiosiregarding price and
the level of serviceCustomer vieypoints are consideed during the dewelopment of investment
decisiosAy Fff FaLlSoGa 2F ¢[/ Qad LINRPRdzOGU RSt AOGSNERO

In 2014 public meetings were held in all the maiwn centers Feedback from these meetingmd

other channels is regularly reviewed@his assists the company to establish whatués customers
wish to change or discusas a result of this analysis, changes totaeant propertyrelief policyare
planned for 2015/2016. Performance targets and current indicators of service expectations are
presented in the Asset Management Pland Annual Repoft

12014 TLC Asset Management Plan and 2015 TLC Asset Management Plan Update
22014 TLC Annual Report
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1.2. Regulatory Considerations

The EDBmodel is notsubject to competitive market forces. As a natural rapaly the model is
subject to both quality of service and price regulation. The following diagram looks only at the pricing
constiaints that T_Cis subject taunder current regulatioa

Regulatory Constraints on Monopoly Pricing in the Electricity
Industry
Electricity Authority
o "efficient operation of the industry
Prlcmg and for the long ter m benefit of
Commerce Commission the consumer"
"Regulated Industry"
. Pricing Principles
Input Methodology 2012 . Information Disclosure
Information Disclosure Guidelines
Determination 2012 . Low Fixed Charge
Regulatiors(on behalf of MBIE)
Revenue . Part 6 of the Code: Distributed
Generation

1.2.1. Commerce Commission

TLC is one &f9 companies operatingh New Zealand that providelecticity lines servicesSixteenof
these companies, including TL&e obliged to set target revenue and segvievels according to
Input Methodology requirements determined by the Commerce Commission ¢g@Com). TLC is
subjecttothead 5 SF I dzf G t NA (OFPYequizmieritsan® complidnéessested annually on
revenues chargedand network reliability perfornance against regulatory set targetdhe Input
Methodologyis used to establish theapital requiremets of an efficient distribution business and
the service level appropriaté@ublicdisclosure othe Pricing Methodology is one means of assessing
compliance with the DPP. This document and other regulatory disclosuresniCGmcan be viewed
and downloaded from TIC&ebsite. The scope and framework of this Pricing Methodology is
prescribed by Section 2.4: Information Disclosure Determination 20201 3. Refer toAppendix3:
Information Disclosure Determination 2012 Alignment Table
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1.2.2. Electricity Authority
The statutory objective set for thElectricity Authority EA by the Electricity Industry Act 201i6:

To promote competition in, reliable supply by, and the efficient operation of, the electricity industry

for the longterm benefit of consumers.

The primary tools useby EAto assist irthe delivery of this objective are

1.2.2.1. Pricing Principles
EA have elected tose a principles based model rather than a prescriptive-gire fits all.
Refer to/Appendixl: Pricing Principles Alignment Table

1.2.2.2. Information Disclosure Guidelines

These guidelines have been developed to aidtrifliutors in the disclosure of theipricing
methodologiesand to specifically show alignment with the pricing principles moéelfer to
AppendixX2: Information Disclosure Guidelinaignment Table

1.2.2.3. Low Fixed Charge Regulations

The Low Fixed Charge Regulations 2004 (LFC) are monitored by the Ministry of Innovation and

Employment(MBIE). The EA is charged with administering complidtieder theLFCTLC is obliged
to offer a regulated tariff to its domestic cushers. This tariff must

1 Have a fixed charge of not more than 15 cents per day (excla@biet of prompt payment
discouny;

1 The average domestic customer should pay no more in total per year oregudated tariff
than on any alternative plan.

The stucture of the lower usertariff results in asignificant portion of domestic customers ypag
less than the incremental cost of supply their installations As total revenue is consined by
regulation it is implicit that lost revenue is sought elseevh, effectively creatig a level of cross
subsidy. This position is recogsil in Section (a) () of the Pricing Principles Xekcept where

ddzo aARASA FTNAAS FTNRBY O2YLIX AlFIYyOS gAlGK fSIAatlarzy

Since2005 TL®as heldan exemption fron full compliance with the Low Fixed Charge Regulations.
Thisexemption expire®n 31 March 2015.

1.2.2.4. Distributed Generation

Regulation on the structure and value of both payments to generators and prices charged is

contained within Part 6Connection of Distibuted Generation of the Electricity Industry Participation
Code 2010.

The presence of generators dne TLQistribution network presents a set of technical connection
issues. These issues range from safety considerations to system interference withooeigh
connections.Most large distributed generators have dedicated asseid associateatharges plus
load and associated chargegen generation is nobccurring orinjection isat a level lower tharthe
loadrequired

Payments made to generators codéi SR G2 GKS ¢[/ ySGég2N] | NB
¢CNF YaYAAadaAz2yé ,dsltbshooss whlld dthe8wsé Be payable to the national grid
operator, TranspowerWhere the generator isnjectinginto a TranspowePOSat times whenACOT
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charges applythen ACOT is not paid for any such injection. Generator output data sigsal have
to be supplied tothe TLCSCADA syste for ACOT payments to be mad&dministration and
engineering SCADpsts attributable to theyenerators are also allocated

1.3. Changes to Pricing Methodology

There are no major changes in the 2015 pricing methodology from previous years.

1.4. Pricing Strategy

TLC is committed to a programme of network renewal and development which provides customers
with an acceptable price/qualitirade-off andalsois economically right sized to ensure thetwork

is not over capitalisecnd shareholder value not compromisedin adequate revenue stream is
required to build and maintain the network in accordance with the set strategy and priceshaus
periodicallyadjusted to earn theequiredrevenues.Over the past years, the Company has elected

to price at belowsustainableregulatory levels in response to the difficult economic times faced by
both individual customers and communitierom 1April 2015 TLC believes it must increase its
prices to begin the path of revenue recoverydostainabldevels. This higher price path will likely
result in price increases to customers at rates higher than inflation over the next four years
culminatingwith revenues being aligned to regulatory targets28 8. Price increases in the range of
3% - 5% (ncluding recoverable transmission costgre currently being forecasbut remain
dependent on inflationstaying at currently low levels and inflation onlgdjusted increases in
transmission charged headditional revenuewill be used to secure network renewals, addressreve
changing hazard management requirements atadiver improved returngo our community trust
shareholder.

The advanced meter rollout pject and how customers respond to demand side management
opportunities is expected to havan impacton the forward price path/ 2y aAaid Sy d 6 A (K
methodology, bng termpricingbenefits to the customer are clearly available if loaghigted.

The company has a proven track record in finding innovative solutions to network renewal and
hazard management. These innovations are drigrour need to hold down costs, but maintain or
improve service quality standards. The company has been reashimshe past and will continue to
strive to lead by example.

A work project is considering the feasibility of recognising similarities between customers based on
service quality targets. This innovative approach aligns witlptiee/quality trade off vith which the
ContComdevelops price pathways for ngexempt EDB Currently TLQ @erms and Conditions and
Asset Management Placonsiderthe provision of levels of service quality. The challenge for the
company is to develop a pricing methodology thapgorts this approach at eonsumergroup level

New approachesare being investigated and it is hoped that these will allow a greater integration of
asset managementost recoveryand customer serviceFurthermore it is hoped these innovative
systems Wl enable a level of transparency so that customers loetter see the price quality trade

off they are being offeredAnd in turn make informed decisions as to their acceptance of the trade
off in conjunction withthe level of general service they reqgiir
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2. Standard Contract Pricing Methodology
2.1. Revenue Requirement

Revenue

Requirement

Sequential diagram of T, # &rding Methodology

Target revenuéds based on the aggregate of the followingsts

Return oncapitalinvested

Return ofcapitalinvested(depreciation)

Recoveryof direct operating costs (g maintenance, etg;
Recoveryof customer ancadministration costge.g billing, etc);
Recoveryof Passthrough costge.g. industry ratesandlevies)
Recoverable costs ¢ Transpoweand ACO)T

= =4 -4 4 -—a -9

The Input Methodadgies 2012 (IM2012) developed by ComComprovides the methods and
processes necessary to establistvenue targets.Price setting is the mechanism by whicteth
network investmentand related costs to operate a network arecovered.The investment in the
network by TLOncludesassetssuch as poles, wires, transformers, switchgear and substations
Valuation ofthe assetinvestmentfor price setting purposess estimatedat $176 million. Thevalue of

the assetsowned byan EDBs commonly referred taasthe Regulated Asset Base (RAB)

IM2012 identifies distribution customerand administratiorcosts that are either allowable, as the
asset renewal programmegecessary to maintain a quality provision of supply, able to be passed on,
as in industry levies anehtes, or recoverable.

Recoverable costs include transmission costs payable to Transpower for connection assets and
interconnection demand charges, plus avoided cost of transmission payments (ACOT) made to
generators feeding directly into TLC distributiogtwork.
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Aggregation of these costs provides iadicative Target Revenue for the pricing peristarting 1
April2015 These costs are quantified in the following tablable 1)

Target Revenue: 1 April 2015 - 31 March 2016
Projected Distribution, Pass-through and Recoverable Costs

Cost Description $m %

Capital related $24.3 58%
Distribution Maintenance $54 13%

Customer and administration $5.0 12%
Pass-through Rates and levies $0.3 1%
Recoverable Transmission $7.1 17%
Total to Recover $421 100%
Total Target Revenue $39.6 94%

Tablel: 2015 Target revenue

The total TargeRevenue of $39.6m is the combined revenue from both standard contracts ($34.1m)
and non standard contracts ($5.6m

2.1.1. Distribution Costs
Distribution costs account fan estimated 84% ofotal costs.

GComComregulates electricity distribution monopolies ugira price/quality trade-off. Provision of
reliable supply, measured in terms of outage duration and frequgiscialancedagainst theasset
investmentto deliver customer capacityequirements.Higher capital costs suggest higher revenue
which suggestshigher prices. Implicit is the assumption that asset investment should result in
increased standards of reliabilitustomer consultation izery importantand these consultations
should provide customers with the opportunity to influence the investmentsgiens being made on
their behalf.

Underlying theseostsare requirements around safety and quality. For example, TLC must keep the
voltage plus other more technical quantities such as harnsolagels within certain limitsSafety is
legislated underwo pieces of legislation, one focuses on worker and the other on public safety.

The cost lines in Table 1 detalil
1. A return on capital investeccombined with a return of capital investedt the Commerce
Commission regulated rategccounts for58% of total costsrecovered through revenues
Comparativel§; TLCcapital expenditure byonnection point is at the median range. These
costsinclude:
a. Depreciation of assets at regulated rate
b. Return on investment at aegulated rate

The current target revenue pwides a return less than tlat regulated by the Commerce
Commission.

2. Operatingexpenditureis 25% of total costandinclude:
a. Network Maintenanceg vegetation management lines and pole maintenance fall
within this cost line

32014 Price Waterhouse Cooper Information Disclosure Compendium
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b. Customer andAdministrationg all other costs required to support and run an EDB
including network management, business support systems and customer
engagement.

3. Passhrough Costs are specifically allowedim2012and are made up of industry levies and
attributable local governmentates.

2.1.2. Recoverable Costs
Transmission and AC@Margesepresent % of total costsTable 2 provides a breakdown of these
costs byPoint of Supply (POS)

Recoverable Costs - Transmission and AC
Point of Supply 2015 $n
Hangatiki $3.7
Whakamaru $0.2
Ohakune $0.6
Ongarue $13
National Park $0.6
Tokaanu $0.8
Total $7.1

Table2: 2015 Recoverable Costs

ComComallows EDB to recoverfrom customersthe costspaid for transmission andACOT These
recoverable costgclude charges fromiranspower andlistributedgeneratorsbased on thecapacity
requirementsmeasured in the precedint2 months to the year ended 31 Aug2§ti4.

Transpower charges are a conbination of connection and interconnection charge$he
interconnection charge is @ariablecharge and the quantitfkW) is the average of the loads at that
POScoao-incidental with the top 100half hour peaks experienced on théower North Island
transmisiongrid (LNIover the 12monthsended 31 August.

The Whakamaru supply points unique and transmission chargese replacedby a different
mechanismRecoverable costs for the Whakamaru supply point are based on economic transmission
costs avoided

ACOTpaymentsto embedded generator®n the networkare legislatedat the same rate as the
interconnection charge from Transpower.

During the 12 months ended 31 Augu&dl4 TLC controlled load in order to minimise the co
incidental peaks minimise transmissim charges, hence minimise the costs recovered from
customers
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2.1.2.1. Interconnection Rates
Since 2008, thénterconnectionrate has increasedfrom $63.74 per kWto $110.35 approximately
73% During this same period¢ NJ y & LJdtér@nhiBclion charggo TLChas increased from
$2.55m t0$3.73mor 46%.The difference inncrease between the rate and the charge is due to the
NB R dzO (i A 2 yRegibndl CéiriciflefitaPeak Demand (ROPD)Y [ / Q& f 21 R O2y (U NRT f
practices have contributed to the redtion in RCPLand interconnection charges that TLC recover
from our customers.

Figure 2, below, shws the trend of an increasing interconnection rate (blue), an increasing
interconnection charge (yellowbut decreasing RCP(@reen). The red arrow shows a diveigiratio

between the interconnection rate and the interconnection charge meaningitha¢ [ / Q&4 w/ t 5
decreased over time.

80% -
Relative changes in Interconnection Rate, Charge and RCPD from 2008 to 2015 for TLC
70% -
60% -
50% -
a‘: 40% -
<
30% -
20% -
10% -
0% -
-10% -
-20%
2008 2009 2010 2011 2012 2013 2014 2015
Interconnection Rate A% 0% 11% 8% 19% 12% 56% 80% 73%
Interconnection Charge A% 0% 2% 5% 7% 28% 43% 49% 46%
——RCPD A% 0% -8% -3% -10% -10% -9% -17% -15%
Interconnection Rate ($/kW) 63.74 70.94 69.12 76.14 90.66 99.44 114.47 110.35
Interconnection Charge ($m) 2.55 261 2.69 273 3.26 3.63 3.80 3.73
RCPD (kW) 39,999 36,772 38,854 35,915 35,939 36,549 33,153 33,805

Figure2: Interconnection rate, charge and RCPD changes
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2.2. Consumer Group

Revenue Consumer Allocation Tariff

Requirement Group Model Structure

Sequential diagram of T, # &ri@ing Methodology

In order to recover Target Revenue.C must identify the customers from whom this mavewill be
procured.Cost drivers are identified and customen® grouped according ttheir exposure to these
drivers and individual influence ondke drivers.

The nature of a distribution network means that there is a high level of fixed cost to be shared.
Where possible, customers who benefit from the dedicated use of distribution aasetsharged
accordingly Where dedicated use has been ideitif and recovered through a dedicated asset
charge, the point of connection is redefined and the customer shares only the common cost of a high
voltage distribution network. This is lower than the shared cost of a low voltage distribution network.

Defininga ConsumeiGroup and the key features considered is discussed below.

Demand
Density

kVA/km
Capacity

requirement
of customer

Consumer
Group

Figure3: Consumer GrouDefiners
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Shared Asset Value

Distribution asset@re aggregatedht a regional levelaligned to transmisseh POSand includethe
length of line transformers poles and othedistribution related assetBy gouping customergased

on POSTLC is able tbestmatchinvested infrastructurecosts to those who benefitAn exception is
when the capacity requiremés of a customerare sufficiently large to require investment in
additionaldedicated network infrastructure. Individualistomercontracts are negotiated with these
customers. There are sidifferent pricing regions Hangatiki, Whakamaru, Ohakune, Ongarue
National Park and TokaanWhere an area could be supplied from more than one POS, the
customers in that area are grouped with those with whom they share the most in common.

Five of these regions correspond 0OSon the national grid. These fivBOSare where the
distribution network as owned and maintained by TLi6tersects with the national transmission
network (National Gridpperated by Transpower. The siX¥#©3ds Whakamaru where TL@inimises
transmission costs by contracting directly witlyemnerator.

Demand Density

Demand density atCPis an importantcost driver.Demand density is a ratio of demafchpacity as
measured at the distribution transformetp line length from feederWhen compared with high
demand density,dw demand density, geerally illustrated in remote areas with low population
count, requiresan increased level afivestmentper connectionCustomes are grouped according to
demand density at point of connection.

Capacity Requirement

Thecapacity requirement of individualustomesis alsoconsidered If sufficiently large, the capacity
requirement of an individual customer caaffect the reliability and supply of capacity to other
customers on the local network.

The followingtable provides illustration of th Standard Cotract Consumer Group matrix and a
count of customers withieach definedyroup.

Consumer Groups (Excluding Non Standard Contracts)
2015 Total Customer Number - 23,716
Hangatiki Whakamaru
HIHV LOHV HILV LOLV HIHV LOHV HILV LOLV
Capacity <100KVA 1,405 1,691 4,788 1,083 82 1,176 732 492
. 17 1
Capacityk mn n 1|+ ! F
Ohakune Ongarue
HIHV LOHV HILV LOLV HIHV LOHV HILV LOLV
. 21 1,734 4 7 2,841
Capacity <100kVA 8 0 73 0 80 80 .8 605
. 0 2
Capacityk mn n 1|+ ! f
National Park Tokaanu
HIHV LOHV HILV LOLV HIHV LOHV HILV LOLV
Capacity <100kVA 70 153 390 205 128 101 4,484 49
. 3 6
Capacitykmn n [+ ! F
HIl=High Density; LO=Low Density; HV=High Voltage; LV=Low Voltage
*As Priced on MUP

Table3: Standard ContradCustomer Groupand2015ICPcount
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TLCNetwork and Regional Consumer Groups
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2.3. Allocation Model

Tariff

Revenue Consumer
Structure

Requirement Group

Sequential diagram of T, # &riding Methodology

Having quantified Target Revenwnd defined Consumer Groupsllocaion of cost between
Consumer Groupand/or individualcustomerss required.

The measurementsand statisticsrelevantto the allocation ofcosts incurred are novided in the
following table.Cost information is in reference to totaletwork costs as provided in Tableahd
thus include costs for all customers, not just Standard Contract customers

2015 Allocation Assumptions and Costs
No. of .
. . . L L h N k kW L
Supply Point Demand Density connections ine Lengt etwor €2
ICP km kVA 000's |kW/kVA 000's
i 6,216 770 58.3 45.3
Hangatiki High
Low 2,774 924 16.1 7.2
i 816 140 6.8 2.8
Whakamaru i
Low 1,668 545 18.2 8.5
i 1,954 99 13.3 9.9
Ohakune Ll
Low 0 105 0.0 0.0
High 3,325 429 21.7 10.1
Ongarue
Low 1,385 636 7.6 3.0
i 464 148 5.0 5.7
National Park adligh
Low 358 155 5.7 1.8
i 4,619 203 29.8 12.3
Tokaanu ih
Low 150 180 0.9 0.3
Network 23,729 4,334 183.3 106.9

Table4: 2015Allocation Model Assumptonsand Costs. Part 1
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2015 Allocation Assumptions Costs

RAB Capital Maintenance| Customer &
related Costg Costs Admin Costs

Supply Point $m $m $m il
Hangatiki $70.7 $9.7 $21 $21
Whakamaru $26.9 $3.5 $0.7 $04
Ohakune $16.1 $21 $0.2 $0.4
Ongarue $28.1 $4.2 $1.4 $09
National Park $12.8 $1.7 $0.3 $02
Tokaanu $215 $3.2 $0.6 $0.9
Network $176.0 $24.3 $5.4 $50

Table5: 2015Allocation Model Assumptionsand Costs. Part 2

Regulatory Asset Base (RAB)

1 This provides the base for allocation of capital related costs

Capitalrelated costs

1 Thesecostsare based on tle estimated value of the network asseds retrievedfrom
assetmanagement systems. The costs include an allowdniceoth a returnon capital
and a returnof capitalat the regulated rate of returnlf dedicatednetwork assetuise can
be identified the cost will be allocated to thoseustomers receiving the benefit

Operationalcosts

MaintenanceCosts
I Asset management systenmre used toidentify costs byconsumer group where
available Supply voltage, demand density and network ageact total maintenance

costs.

1 Maintenance costanclude both direct and indirect costs (being principally network
support costs) andare allocated between high and low voltage suppHistorical
averagesare usedto give a cost per km of line. These costs are allocadedonsumer
Groups based on line length statistics. If there are negotiated contracts in ptaoestis

deducted fromthe consumergroup allocation.

Customer and\dministration
1 Administration costs include the provision of shared services including corporat
governance, finance, human resourcegticing and regulatory managemerand
information technology.Unless clearly attributable to an individual these costs are
allocated across theconsumer group with reference to capital costslf clearly
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attributable, the cost will be passed on as a service fee or as part of a negotiated
contract.

I Customercostsinclude billing services, demand side management services and customer
support servicesThe costare allocatedo consumer group on proportional basiéCP
count)or as part of a negotiated contract.

Passthrough costs

I These are allocated in the same manner as outlineddfioninistrationcosts

Recoverablecosts

1 Recoverabléransmissiorcosts are allocated on the basiswariable kW loadt point of
connedion.

Target Revenue bZonsumer @up

The following tableshowstarget revenue allocation byptandard Contractonsumer groupsThis
allocation has been made in line with the methodolaggyd assumptions asutlined above but
excludes revenue earned froNon Standard Contract and Distribut&énerator customers

Consumer Groups (Excluding Non Standard Contacts)
2015 Total Target Revenue - $34.1m
Hangatiki Whakamaru
HIHV LOHV HILV LOLV HIHV LOHV HILV LOLV
Capacity <100KVA $2.97 $2.59 $5.50 $1.10 $0.24 $3.30 $0.57 $0.60
- . 1.79 0.22
/I LJ OA 0 e >KM111111$!F ¥
Ohakune Ongarue
HIHV LOHV HILV LOLV HIHV LOHV HILV LOLV
Capacity <100kVA $0.32 $ - $2.05 $ - $0.74 $1.10 $ 3.50 $0.59
, . 0.14
/| LI OA U e >|$Mﬂn‘[i!|= $
National Park Tokaanu
HIHV LOHV HILV LOLV HIHV LOHV HILV LOLV
Capacity <100kVA $0.15 $0.29 $0.59 $0.76 $0.45 $0.13 $3.74 $0.04
S 0.32 0.26
/I LJ- OA O & )KMI'IJ'I11$!F $
HI=High Density; LO=Low Density; HV=High Voltage; LV=Low Voltage
*As Priced on MUP

Table6: 2015 Target Revenuéllocationsby ConsumelGroup
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2.4. Tariff Structure

Revenue Customer Allocation

Requirement Groups Model

Sequential diagram of T, # &rding Methodology

The recovery of Target Revenue regsithe development of a methodology to g@ices. Currently
the majority of EDB use a methodology that combines volumetric (energy consumptaarand
chargingfor their larger capacity customers and daily fixed char@e®r to 2007TLC used a sitar
mixed charging methodology. In 20011M.C moved to a charging methodolagigned to economic
costs of service provision.

Meters capable of recording energy use over-pe¢ time period are referred to as Timef Use
(TOU) metersThe limited number offimeof-Use (TOU) meters at customer installations in 2007
was an issue for consideratidsy TLC when moving to demand charging. However, the network
constraints presented by an aged network with low demand and connection density, combined with
a high prgortion of customers with low annual consumpticand alternativesuch as solar reducing

in price meant that a volumetric charging methodology was unsustainable. In 2007, TLC adopted
demand charging for all of its customers.

In additionto the fixed and wariable demandcharges TLChasdedicatedasset chargesDedicated
asset charges apply when there is clear and identifiable benefit provided to cusomer

The three main pricingomponentsused to recovedistributionrelated target revenueat TLGire:
1 Fixedcharge(Network Charge);
9 Variablecharge(kW Load Charge);

1 Dedicated asset recove(yransformer and other dedicated assetsludingrelayfees).
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Complementing thespricing componentsire:

1 Low FixedCharge: thischarge forms part of the regulatedistributor tariff option, as
required for eligible customersThe charge must be no greater than d&nts per day, and
when combined with a variable chargmust besuch that the average consumer will pay no
more than on any alternative tariff. For eligdoconsumers, this charge replaces the network
charge;

1 Servicefees:thesefees recover costs incurred in the provision of dedicated services such as
de-energisation and r@nergisaton requests;

1 Transmissiortharges: theseharges pass on recoveralifansmissionand ACOTcostsfrom
Transpower and>enerators

1 Relief Policies and rebatesthese offer relief at times when change to individual
circumstance mean that current chargingimappropriate. The financial impact of these
policies has a smlabverallimpact on total revene recovery.

The policies can be found on teempanywebsite:
www.thelinescompany.co.nz/customers/customeslief-policies
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2.4.1. Demand Charging

A demandcharging methodologgoncentrateson the peak demand at an installation #® capacity
requirement is the main driver of networkaintenance,growth and developmentln addition,
consideration can be given tbe co-incidental peak demand, the peak demand at an installatin
a specific time. TL@emandcharging metbdology uses dixed charge to represent theapacity
requirementof the installationand avariablecharge toprovide consumers a signal tfeir specific
load patterns

The allocation of revenue betweeghese twopricingcomponents igdecided withreference tothe

shat and long term strategic goals of the business. Pricing differentials can influence customer
behaviourand elicit a demand side response (DSM). CurrerflyCderivesclose t050% of Target
Revenue from variable charges. Frons@asumerviewpoint, if the largest part of their monthly bill is

a charge that they can reduce by load management, tthenconsumeris in a position to make a
cost/benefit decision.

The emphasis by TLC on shifting load is eliciting a short term demand respoc@eshynerswith

TQUJ meters The benefit to botlconsumersand TLChasbeen outlined. In the long terpwith the

full rollout of TOU metersTLC hopes to influence power factor efficiencies at the point of connection
and have available information of the harmonic contribagoof installations The combination of
capacitychargesand demand chargesill be used to drive this response.

The way capacityand demandchargesare determinedis influencedby the type of meter at the
installation. The majority of meters currently oh [ / n@t@&ork are only capable oproviding
volumetric data (energy throughput kWh).Therefore, both fixed and variable charges for these
meters are assessedThis assessment is made usiegergyconsumption datgprovided byenergy
retailers Gonsumerswho have TOUneters at their installatiorare able toeffect load management
without the need to focus on energy consumption as is required by customers with volumetric
meters

To learn more about the processes and rules used to calcbiidble quantitiesto consumers for
both Network Charge and kW Loagdlus the transitional options used to ensurericing equity
between consumersvith different meter types, pleaséollow the links provided on the customer
section of the websitevww.thelinescompany.co.nz/customers/prick@nd-billing or request a hard

copy.

Fixed charge

The quantity used in the fixed charge is a reflection of the capacity requirement of the connection.
This capeity requirement is established as part of the connection agreement at the time of
connection and nless there is a significant changgethe structureor useof the connectionit is
expected thatthe capacity requirementwill reman constantfrom year to year. This charge is
referred to as theNetwork Chargeand mostconsumersonnected to the network incur this charge.

Page22


http://www.thelinescompany.co.nz/customers/pricing-and-billing

The Lines Company Limited
Pricing Methodology 2L

Variable charge

To determine the uncontrolled load atnalCPwith a TOU meter, TLC uses the average of the
qualifying top sixtwo hours of uncontrolled load during periods of load contr@his charge is
referredtoasit 1 2 [, &nbiRusuallyreset on an annual basi$his charge applies to customers on
the Standard User plan and Low Fixed Charge plan.

TOU meters are able to recordrcsumption data in time intervals. This data can be downloaded and
analysed to produce a load usage pattern for thahsumer In 2007 TLCused a representative
selection of TOU meter data mmathematically producen equationto predictthat a certain level of
energyconsumptionhasa point of equivalence witllemando & LINE Btatistigians are used by
TLC in the development of the profile equatiobksing profilesTLCwas able tointroduce variable
demandchargng even though the vast majority ofsi customers still hagnergyconsumption only
meters.

The following diagram shows the essential steps in this process. The process level decisides
are provided on both the company websitnd in hard copy on request.

In consultation with
statisticians, select
representative
installations for Profile
development

Collate TOU data from Create Profiles based o
these sample sites representative data

Use demand for current Run uncontrolled energ Collate energy
year variable demand consumption through consumption data for
charge Profile to assess deman| customer

As at 1 April 2015 28%f consumersbenefit from the installation oTOU metersTLChasacted to
ensure charging equity between customers by offerargopt back to the O 2 y & dzYel\Wi &
profile.

The availability of the opbackis a transitional measurelLC is currentlinstaling advanced TOU
meters at all connections on the network. This project is prioritised amglakpected thatvithin 3
yearsall connections will have TQbeters TLC will also offer access to other tools such d®ine
displays to assist consumersmanaging load.

At 1 April2015 approximately32% of consumerswith TOU meterswill opt back to therelevant
profile. The objective ofthe opt back optionis to ensure fairnesso consumers as thejearn,
understandand transition to TOtheasured demandincludingk 2 ¢ (2 WoSI G GKSANI 0Af

“www.thelinescompany.co.nz/customers/priciand-billing
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Consumers on the Major Users Plan (MUP) do not have a kW load charge. The singular impact of
these consumers on local network infrastructure and demand peaks means the capital investment
incurred is irrespective of timef use, and recovery of this cost is through the use of dedicated asset
and/or network charges.

2.4.2. Dedicated Asset Recovery

Where identifiable,consumersare charged for the use of asse#sd associated investmerds
dedicated to their individual supply. Tipeicing components included are

1 Dedicated transformer charge

1 Dedicatedihes charge

1 Control relay charge

1 Pole mounting charge for streetlights

Standard useconsumers who pay for the use of a dedicated transformeire chargeda lower
network charge.The high voltage network charge recovers less of the shared cost of siijgly.
transformer to which they are connected is dedicated to their use and their connection is to the high
voltage distribution network. This price differential is shown on thefftaghedule as high and low
voltage.

2.4.3. Low Fixed Charge

it 9 5. Cobligakan @ $rovid¢” sRegulated Distributor tariff optioo consumersin their
principal placeof residence. This tarifLowFixed Charge Plamust have a fixed charge of no more
than 15cents per day and the sum of fixed and variable charges must be sugclicthtite average
consumer this tariff is not more than any alternative tariff offered@he requirement to offer such a
tariff option, and the resulting subsidy, is acknogded in section (a) (i) of the Pricing Principles.

9f AFAOATAGE FT2N) 0KA& CFNATFTF Aa o0laSR 2y GKS RST
an average consumer as a customer in their primary place of residence with annual consumption
below §000kWh (9,000kWh for applicableSouth Islandegiond.! & (1 KS NX3dzZ I GA2y & R;
average customer with regards to loafl.C hasletermined a average consumefior application of

this Pricing MethodologyExplanation and supporting data ftris has been provided to the EA

under disclosure requiremesin the regulations. (8. 23(d)) For the period 1 Apri2015to 1 April

2016 the average consumer has a K@ad of 2.4 kWw.

2.4.4. Service fees

Other pricing components used to recover target reventee a
T Account fees
1 Deenergisation and renergisation charges

These charges recover the dedicated provisiorthef respectiveservice. Similar to the dedicated
asset charges when dedicated provision of service is identifiéidis recovered and shared si3
reduced.
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2.4.5. Transmission charges

The transmission charge recovers the connection and interconnectioarges payable to
Transpower plus angther recoverable costgayable to Distributed Generators on TLC network.

Customers with capacity requirementssgethan 100 kVA (SUP) contribute to the recowdrihese
costs through a singlgariable transmission chargéased onthe same quantity as the kWhad
charge

Largecapacity customersn the MUP have two transmisgiocharges:

1 GonnectionChargec recoversa portion ofthe connectioncharge from Transpower;

1 IndividualPeak Demani@emand coincidental with 100 highestrdnspower peaks, based
on either, the average of the highest sixvo hour peaks recorded at the installation over the
previous yearor the bad ceincidental with Transpowe® top 100 LNI peakwhere an
installation may make a significant impact on LNI RGRB decision to recover transmission
from MUP using anytime peaks is that tlead patterns of these consumelas agreater
singular im@cton network corstraints.

2.4.6. Price Changes

Target Revenue hdscreased by2% fromthe preceding yearThe following tableshows the Target
Revenue allocatedy Pricing ComponentThe price componentallocation is made in line with
current methodology,and excludes revenue earned from Non Standard Congracd Distributed
Generator customers

Standard Contracts - Target Revenue and Price Components
2014 2015 2015

Cost Key Price Component $m $m % of Total

Fixed Capacity Charges $8.0 $7.9 23%

Variable Demand Chargep $15.6 $16.2 48%
Distribution |pegicated Asset Charges $3.1 $3.3 10%

Low Fixed Charges $0.3 $0.3 1%

Service Fees $0.3 $0.2 1%
Recoverable [Transmission Charges $6.2 $6.1 18%
Total $33.6 $34.0 100%

Table7: 2015 PriceChanges
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3. Non-Sandard Contract Pricing Methodology

3.1. Non-Standard Contract s

TLCcurrently hasl3 consumers connectetb its network onNonStandard ContractsThe rationale

for using a norstandard contract is based on the cost of thssets dedicated (substantially
dedicated) to the provision of the connection and the service levels required to maintain supply at
the connection

Non-Standard Contracts - Target Revenue and Price Components

Revenue Revenue | 2015 - % of Target Revenue earned from
No. of 2014 2015 Pricing Components
Non-Standard Contracts| Customers $m $m Assets Network Transmissiol
Total 13 $5.0 $5.6 66% 11% 23%

Table8: Non-Standard Contrac&atistics

Shared network and transmission costs are recovered as per standard contracts. Typically a non
standard contract ansumerwill require a capacity over 100/A

The price chared for the dedicated assets will be driven by

1 An asset maintenance cost based the costs to maintain the dedicated asset$
includes a chargdasedon the line length of the dedicated asset multiplied by the
relevant rate per km

1 A value relatedcost to earn a rate of return on the RegulatonAssetValue of the
dedicatedassets during the regulatory return period

1 A recovery of capitacost to reflect depreciation of the asset during the contract term
The estimated value of the assets at the end & turrent contract period is influenced
significantly by the likelihood of the operation continuing beyond the contact period, or
the assets being of valuen contract expiry

1 Qustomer related costsdepending uponthe time commitment andfrequency of
interaction, required to maintairthe contractual relationship
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3.1.1. Pricing Principles alignment
The nonstandard contract methodology aligns with the Pricing Principles in that:
1 It prices on the basis of being subsidy free (equal to or greater than incremerstisl, c
and less than or equal to standalone costs);
1 It has regard to the level of available service capacity;
T t NAOS& FINB &aSi 6A0K NBIFNR.(G2 O2yadzySNAQ RS

Prices are responsive to the requirements and circumstances of stakeholders mmiscourage
uneconomic bypass

3.2. Supply obligation
There is no specific obligation that would increase the supply obligation in -&taodard contract.

However an increased level of service is implisthen dedicated assets are installed as part of the
infrastructurerequirements.
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4. Distribut ed Generation Pricing Methodology

Prices charged and payments made to Generators[orh Tework/are in accordance to thatent
of Part 6: Connection of Distributed Generation of the Electricity Industry Patiiaip Code 2010
and the pricing principles outlined in that documemhe code has different regulations for injectjon
less than and greater than 10 kW.

4.1. Distributed Generation Charges

DistributedGenerators, at point of connectipmay bechargeda:
I Network Chargéasedon capacityrequirements
I DedicatedAsset charge based on recovery of investment and related ;costs

1 An administration charge to coverosts associated with calculation of ACOT payments
general account maintenanceand engineering and othetechnical costs that relate to
distributed generation generally and for specific installations.

4.2. Distributed Generation Payments

Generatorsmayreceive paymentor the benefit they provide iravoidingtransmission charges from
Transpower These ACOT paynts are recoveredrom the interconnection portion otransmission
charges made to all customers oh T @e&wvork. Where possible thecalculation of this benefit is
dependent upon thecurrent methodology used by Transpower allocate their interconnection
chargesCurrently, the benefit is calculated as follows:

1 The average injection by the generator at the time of each ofttpe100 LNI peaks in the
preceding yeaending 31 AugustWWhere negotiated ACOTwill be paidonly if the generator
supplies meteff 3 RIFGF G2 ¢[/ Ay F F2NXIG GKFEG OFy ¢
operating system

1 Adjusted by losses between the point of injection into the network and the Transpe®@&;

T Multiplied by thecharge per kW, as charged by Transpowe
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Appendix 1: Pricing Principles Alignment Table

Pricing Methodology

Pricing Principles Reference
(a) Prices are to signal the economic costs of service
provision by:
(i) being subsidy free ( equal to or greater than
incremental costs, and less than or equal to
standalone costs), except where subsidies aris Section 1
from compliance with legislation and/or other
regulation

(ii) having regard, to the extent practicable, to th
level of available service capacity

L . . Section 1.4
(iii) signalling, to the extent practicable, the

impact of additional usage on future investment
costs

(b) Where prices based oefficient' incremental costs
would under-recover allowed revenues, the shortfall shoy
be made up by setting prices in a manner that has regarg Section 2.4.1
consumers' demand responsiveness, to the extent
practicable

(c) Provided that prices satisfy (a) above, prices should
responsive to the requirements and circumstances of
stakeholders in order to:

(i) discourage uneconomic bypass Section 3

(ii) allow for negotiation to better reflect the
economic value of services and enable Section 1.1, Section 2.
stakeholders to make price / quality trade-offs o} Section 3

non-standard arrangements for services

(iii) where network economics warrant, and to th
extent practicable, encourage investmentin
transmission and distribution alternatives and
technology innovation

Section 4

(d) Development of prices should be transparent, promotg
price stability and certainty for stakeholders, and changg Section 1.4
to prices should have regard to the impact to stakeholde

(e) Development of prices should have regard to the imp§
of transaction costs on retailers, consumers and other
stakeholders and should be economically equivalent acr
retailers

n/a
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Appendix 2: Information Disclosure Guidelines Alignment Table

Pricing Methodology

Information Disclosure Guidelines
Reference

(a) Prices should be based on a well-defined, clearly
explained and published methodology, with any material
revisions to the methodology notified and clearly marked

(b) The pricing methodology disclosed should demonstrate:
(i) How the methodology links to the pricing

principles and any non-compliance refer; Alignment table

(ii) The rationale for consumer groupings and th
method for determining the allocation of Section 2.2
consumers to the consumer groupings

(iii)Quantification of key components of costs a

revenues Section 2

(iv) An explanation of the cost allocation
methodology and the rationale for the allocation Section 2.3
to each consumer grouping

(v) An explanation of the derivation of the tariffs
be charged to each consumer group and the Section 2.4
rationale for the tariff design

(vi) Pricing arrangements that will be used to
share the value of any deferral of investmentin
distribution and transmission assets, with the
investors in alternatives such as distributed Section 2.4, Section 4
generation or load management, where
alternatives are practicable and where network
economics warrant.

(c) The pricing methodology should:
(i) Employ industry standard terminology, wherg

possible Abbreviations

(ii) Where a change to the previous pricing
methodology is implemented, describe the impa
on consumer classes and the transition to
introduce the new methodology

Section 1.3
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Appendix 3: Information Disclosure Determination 2012 Alignment Table

Price
Information Disclosure Determination 2012 requirements Methodology
Reference
Section 2.4.JEvery EDB must publically disclose, before the start of each pricing year, a pr
methodology which
(4) Explains whether, and if so how, the EDB has soughi¢le of consumersincluding
their expectations in terms of pricand quality, and reflected those views in calculating th Section 1.1
prices payable or to be payable. If the EDB has not sought the views of consumers, the| '
reasons for not doingo mustbe disclosed.
Section 2.4.Fvery disclosure under clauget.1 above must
(1) Include sufficient information and commentary to enable interested persons to
understand howpriceswere set for each consumer group, including the assumptions ang Secton 2.3

statistics used to determine prices for each consumer group

(2) Demonstrate the extent to which the pricing methodology is consistent withgheing
principlesand explain the reasons for any inconsistency between the pricing methodolo
and the pricing principles

(3) State thetarget revenueexpected to be collected for the disclosure year to which the
pricing methodology applies

(4) Where applicable, identify thkey components of target revenueequired to cover the
costs ad return on investment associated with the EDB's provision of electricity lines
services. Disclosure must include the numerical value of each of the components

(5) State theconsumer groupgor whom the prices have been set, andsgribe-

(a)the rationale for grouping consumers in this way

(b) the method and the criteria used by the EDB to allocate consumers to each of th
consumer groups

(6) If prices have changeftom prices disclosed for thenmediately preceding disclosure
year, explain the reasons for changes, and quantify the difference in respect of each of
reasons

(7) Where applicable, describe the method used by the ED&ldaate the target revenue
amongconsumer groups, including the numerical values of the target revenue allocated
each consumer group, and the rationale for allocating it in this way

(8) State theproportion of target revenue(if applicable) that is collectedhitough each price
component as publicly disclosed under clause 2.4.18

refer Alignment
table

Section 2.4,
Section 3

Section 2.1

Section 2.2

Section 2.4.6

Section 2.3

Section 2.4,
Section 3
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Appendix 3: Information Disclosure Determination 2012 Alignment Table (continued)

Price Methodology,

Information Disclosure Determination 2012 requirements
Refeence

Section 2.4.4&very disclosure under clause 2.4.1 above must, if the EDBphisng
strategy-
(1) Explain the pricing strategy for the next 5 disclosure years (or as close to 5 yeal
the pricing strategy allows), includitige current disclosure year for which prices are
set

Section 1.4
(2) Explain how and why prices for each consumer group are expected to change 4
result of the pricing strategy

(3) If the pricing strategy has changed from the preceding disckyear, identify the
changes and explain the reasons for the changes

Section 2.4.%very disclosure under clause 2.4.1 above must

(1) Describe the approach to setting prices fam-standard contractsincluding

(a)the exent of nonstandard contract use, including the number of ICPs
represented by nosstandard contracts and the value of target revenue expected
be collected from consumers subject to nretandard contracts

Section 3
(b) how the EDB determines wheth&y use a norstandard contract, including any

criteria used

(c)any specific criteria or methodology used for determining prices for consume
subject to nonstandard contracts and the extent to which these criteria or that
methodology are cosistent with the pricing principles.

(2) Describe the EDB's obligations and responsibilities (if any) to consumers subjed
non-standard contracts in the event that tteupply of electricity lines services to the
consumer is interrupted Ths description must explain

(a) the extent of the differences in the relevant terms between standard contract Section 3.3
and non standard contracts

(b) any implications of this approach for determining prices subject tostandard
contracts

(3) Describe the EDB's approach to developing prices for electricity distribution ser
provided to consumers that owdistributed generation,including any payments made

by the EDB to the owner of any distributed generation, ardliding the )
Section 4

(a) prices; and
(b) value, structure and rationale for any payments to the owner of the distributg
generation.
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Schedule 17 Certification for Year-beginning Disclosures
Clause 2.9.1 of section 2.9

We, Angus Malcolm DON and John McFadyen RAE, being directors of The Lines Company
Limited certify that, having made all reasonable enquiry, to the best of our knowledge-

a) the following attached information of The Lines Company Limited prepared for the
purposes of clause 2.4.1, clause 2.6.1 and subclauses 2.6.3(4) and 2.6.5(3) of the Electricity
Distribution Information Disclosure Determination 2012 in all material respects complies
with that determination.

b) The prospective financial or non-financial information included in the attached
information has been measured on a basis consistent with regulatory requirements or
recognised industry standards.

26 MARCK 2015 26 MARCH 205
Date Date

s 21
Angus Malcolm DON John McFadyen RAE
Chairman Director

Page33



The Lines Company Limited
Pricing Methodology 2L

Appendix 5: Schedule of Rates 2015

The Lines Company Limited
Schedule of Rates
1 April 2015
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The Lines Company LimiteahesCharges Pricing Methodology 2@
Effective 1 April 2015 (excl. GST)
Pursuant to requirements of the Electricity Distribution Information Disclosure Determination 2012. Conmegniakate: 1 April 2015.
Lines Charges
Forecast — —
Consumer Group |number o . Distribution Charges . Transmlssmn Charges
ICPs as ¢ Fixed Charge Variable Charge Variable Charge
128‘1')? Network Low Fixed Charge kW Load kW Load Connection Individual Peak demanc Coincidental demand
Hangatiki Previous | Current | After PPQ Previous| Current|After PP[ Previou# Current |After PPL[ Previous{ Current |After PPL Previous| Current |After PP[] Previoug Current |After PPL Previous Current | After PPC
Low Fixed Chargeldh $/month $/kW/month $/kW/month
High Density/Low Voltage 1,780 5.0 5.0 4.5¢ 23.91 25.01 22.5] 7.31 7.42 6.6¢
Low Density/Low Voltage 243 5.07 5.07 4.5 31.6 33.09 29.74 7.37 7.43 6.6
High Density/High Volge 249 5.07 5.0 4.5 19.53 20.34 18.34 7.37 7.43 6.6
Low Density/High Voltage 285 5.07 5.07 4.5 23.2 24.24 21.85 7.37 7.43 6.6
Standard User Plan $/kVA/month $/kW/month $/kW/month
High Density/Low Voltage 3,008 4.00 4.1q 3.74 17.79 18.44 16.61 7.37 7.42 6.6¢
Low Density/Low Voltage 840 7.7( 8.01 7.21 17.74 18.4¢ 16.6] 7.3 7.4 6.6¢
High Density/High Voltage 1,156 1.87 1.94 1.79 17.79 18.44 16.61 7.37 7.42 6.6¢
Low Density/High Voltage 1,406 3.6 3.8] 3.43 17.79 18.44 16.61 7.37 7.42 6.6¢
Major User Plan $/kVA/annum $/kVA/annum $/kVA/annum $/kVA/annum
400 V 1 11524  119.84 107.8] 18.79 18.89 17.04 73.34 70.14 63.0¢
11 KV 19 109.2(  113.5] 102.2] 18.79 18.89 17.0q 73.34 70.14 63.0¢
33 kV 1 66.2¢ 68.9] 62.04 18.79 18.8 17.04 73.34 70.14 63.0¢
Stepped 1 81.9] 85.19 76.61 18.79 18.89 17.0q 73.34 70.14 63.0¢
Coincidental demand 130.49  125.74 113.1.
Whakamaru Previous | Current | After PPQ Previous Current | After PP[ Previouq Current |After PP Previous Current |After PPL Previous| Current [After PP[ Previous Current |After PPL| Previous| Current | After PPD|
Low Fixed Charge Plan $/month $/kW/month $/kW/month
High Density/Low Voltage 248 5.07 5.07 4.56 29.9 31.24 28.17 1.64 1.579 1.4]
Low Density/Low Voltage 80 5.07 5.07 4.5 36.44 37.97 34.17 1.64 1.57 1.4]
High Density/High Voltage 17 5.07 5.071 4.54 25.54 26.64 23.9¢ 1.6§ 1.57 1.41
Low Density/High Voltage 189 5.07 5.07 4.56 28.61 29.9] 26.97 1.64 1.579 1.4]
Standard User Plan $/kvA/month $/kw/month $/kw/month
High Density/Low Voltage 484 4.0( 4.1 3.74 23.74 24.64 22.24 1.6 1.57 1.4]
Low Density/Low Voltage 412 7.1] 7.39 6.64 23.74 24.64 22.24 1.6 1.57 1.4]
High Density/High Voltage 65 1.87 1.94 1.79 23.74 24.64 22.24 1.6 1.57 1.4]
Low Densig/High Voltage 987 3.3¢ 3.57 3.17 23.74 24.64 22.24 1.64 1.57 1.4]
Major User Plan $/kVA/annum $/kVA/annum $/kVA/annum
400 V 1 11524  119.84 107.81 20.8 18.8¢ 16.9¢
11 kV 1 206.7]1  214.94 193.4 20.8( 18.8¢ 16.9¢
33 kV 1 66.2( 68.91 62.04 20.8 18.8¢ 16.9¢
Stepped 1 81.9] 85.19 76.61 20.8 18.8¢ 16.9¢
Coincidental demand 13049 125.74 113.1.
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The Lines Company Limited Lines Charges
Effective 1April 2015 (excl. GST)
Pursuant to requirements of the Electricity Distribution Information Disclosure Determination 2012. Commencement date2@1Apri
Forecast Lines Charges
Consumer Group Tg’g?‘:so' Distribution Charges Transmission Charges
F: A - :
1 April Fixed Charge Variable Charge Variable Charge
2015 Network Low Fixed Charge kW Load kW Load Connection Individual Peak deman| Coincidental demand

Ohakune Previous | Current|After PPL| Previous Current|After PPL Previoug Currem|After FPL| Previous CurrentIAfter PPI Previoug Current [After PP Previoud Current |After PPl Previous Current| After PPQ
Low Fixed Charge Plan $/month $/kw/month $/kW/month
High Density/Low Voltage 302 5.07 5.07 456 2080  21.7( 19.53 6.54 6.51 5.84
Low Density/Low Voltage 0 5.07 5.07 4.5q 24.84 25.8¢ 23.3( 6.54 6.5] 5.86
High Density/High Voltage 43 5.07 5.07 45 1634  17.04  15.3¢ 6.5 6.51 5.86
Low Density/High Voltage 0 5.0 5.07 4.5¢ 18.31 19.17 17.21 6.54 6.51 5.8
Standard User Plan $/kVA/month $/kW/month $/kW/month
High Density/Low Voltage 1,432 4.04 4.18 3.76 1454  15.1] 13.6( 6.54 6.51 5.8
Low Density/Low Voltage 0 5.9¢ 6.19 5.57 1454  15.1] 13.6( 6.54 6.51 5.8
High Density/High Voltage 175 1.84 1.95 1.76 1454 1511  13.6( 6.5 6.51 5.86
Low Density/High Voltage 0 2.83 2.94 2.64 1454  15.1] 13.6( 6.54 6.51 5.8
Major User Plan $/kVA/annum $/kVA/annum $/kVA/annum $/kVA/annum
400 vV 1 11524 119.8f  107.8] 1500  15.81 1424 6149  62.31 56.04
11 kv 1 119.6] 12427  111.84 1500 1581 142 6143 623]  56.0
33 kv 1 66.2  68.91 62.04 1500  15.81 1424 6149  62.31 56.04
Stepped 1 81.9]  85.1¢ 76.67 1500 1581 142 6143 623]  56.0§
Coincidental demand 130.4§  125.74 113.1

Ongarue Previous | Current | After PPLj Previoug Current|After PPL Previoug Current|After PPI Previous Current|After PPL Previous Current |After PPl Previoug Current|After PPI Previoug Current | After PP
Low Fixed Charge Plan $/month $/kw/month $/kw/month
High Density/Low Voltage 993 5.07 5.07 456 2481 259/  23.3¢ 8.46 8.57 7.71
Low Denity/Low Voltage 208 5.07 5.07 456 3261 340]  30.6] 8.46 8.57 7.71
High Density/High Voltage 118 5.07 5.07 45¢ 2041 21.3]  19.1¢ 8.46 8.57 7.71
Low Density/High Voltage 168 5.07 5.07 456 2414 2521  22.6¢ 8.46 8.57 7.7
Standard User Plan $/kVA/month $/kW/month $/kW/month
High Density/Low Voltage 1,848 4.02 4.8 3.76 1861 193§  17.4 8.46 8.57 7.71
Low Density/Low Voltage 397 7.74 8.04 7.25 1861 193§  17.4 8.46 8.57 7.71
High Density/High Voltage 362 1.8 1.9¢ 1.7¢ 18.6]  19.3¢ 17.44 8.4¢ 8.57 7.71
Low Density/High Voltage 612 3.66 3.83 3.45 1861 193§  17.4 8.46 8.57 7.71
Major User Plan $/kVA/annum $/kVA/annum $/kVAannum $/kVA/annum
400 vV 1 11524 119.89  107.8] 2591 2620 2354 842§ 765  68.93
11 kv 2 123.8] 12877  115.8¢ 2591 2620 2354 842§ 765  68.93
33 kv 1 66.2  68.91 62.07 2591 2620 2354 842§ 765y  68.93
Stepred 1 81.9]  85.19 76.67 2591 2620 2354 842§ 765 6893
Coincidental demand 1304y 12574 1131
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The Lines Company Limited Lines Charges
Effective 1 April 2015 (excl. GST)
Pursuant to requirements of the ElectricitysBibution Information Disclosure Determination 2012. Commencement date: 1 April 2015.
Forecast Lines Charges
Consumer Group VI‘E‘:’SS‘ZSO; Distribution Charges Transmission Charges
1 April Fixed Charge Variable Charge Variable Charge
2015 Network Low Fixed Charge kW Load kW Load Connection Individual Peak deman| Coincidental demand
National Park Previous [Current [After PPDPrevious|Current lAfter PPI:Previous|Current IAfter PP[Previous|Current lAfter PPIPrevious|Current |After PPIPreviots [Current |After PP[Previous|Current [After PPD
Low Fixed Charge Plan $/month $/kW/month $/kW/month
High Density/Low Voltage 97 5.07 5.07 4.56 26.37 27.44 24.7( 9.8 10.64 9.59
Low Density/Low Voltage 37 5.07 5.07 4.5q 31.2( 32.4€ 29.21 9.86 10.64 9.59
High Density/High Voltage 18 5.07 5.07 4.56 21.04 21.9 19.74 9.86€ 10.64 9.59
Low Density/High Voltage 34 5.07 5.07 45¢ 2339 24.3¢ 2197 984  10.64 9.59
Standard User Plan $/kVA/month $/kW/month $/kW/month
High Density/Low Voltage 293 4.84 5.00 4.5( 1844  19.14 17.29 9.8  10.64 9.5¢
Low Density/Low Voltage 168 7.14 7.41 6.67 18.44 19.14 17.24 9.86 10.64 9.59
High Density/High Voltage 52 2.2 2.34 2.17 1844  19.14 17.29 9.8  10.64 9.5¢
Low Density/High Voltage 119 3.3¢ 3.57 3.17 18.44 19.14 17.24 9.86 10.64 9.59
Major User Plan $/kVA/annum $/kVA/annum $/kVA/annum $/kVA/annum
400 vV 1 11524 119.8y  107.81 4734 5566  50.09 681§ 7213  64.9]
11 kv 2 159.2( 16529  148.7 4734 556§  50.09 681§ 7213  64.9]
33 kv 1 66.2  68.91 62.04 4734 5566 5009 681§ 7213  64.9]
Stepped 1 81.9]  85.1¢ 76.61 47.34  55.64 50.04 6814  72.13 64.97
Coincidental demand 1 13044  125.7§ 113.1
Tokaanu Previous [Current [After PPDPrevious|Current |After PPOPrevious|Current |After PPIPrevious|Current |After PPIPrevious|Current |After PPIPrevious|Current |After PPIPrevious|Current |After PPD
Low Fixed Charge Plan $/month $/kw/month $/kw/month
High Density/Low Voltage 1,106 5.07 5.07 4.54 23.1¢ 24.14 21.77 5.75 5.54 5.0
Low Density/Low Voltage 12 5.07 5.07 4,56 30.99 32.2¢ 29.8 5.74 5.5¢ 5.07
High Density/High Voltage 34 5.07 5.07 45 1871 19571  17.6] 5.75 5.5 5.02
Low Density/High Voltage 16 5.07 5.07 4,56 22.47 23.4¢ 21.19 5.74 5.5¢ 5.07
Standard User Plan $/kVA/month $/kW/month $/kW/month
High Density/Low Voltage 3,378 4.04 4.19 3.74 16.9]  17.6( 15.84 5.74 5.5¢ 5.02
Low Density/Low Voltage 37 7.74 8.05 7.24 16.9]  17.6( 15.84 5.74 5.5¢ 5.0
High Density/High Voltage 94 1.8¢ 1.94 1.74 16.9]  17.6( 15.84 5.74 5.5¢ 5.02
Low Density/High Voltage 85 3.6¢ 3.84 3.44 169  17.6(  15.8 5.75 5.5¢ 5.04
Major User Plan $/kVA/annum $/kVA/annum $/kVA/annum $/kVA/annum
400 vV 1 11524 119.8  107.8] 869  10.03 9.0 584§  56.9 51.24
11 kv 6 119.6] 124.3 111.94 869  10.03 9.04 584§ 5696  51.2
33 kv 1 66.2  68.91 62.04 8.69 10.03 9.0 5845  56.94 51.24
Stepped 1 81.9]  85.19 76.67 869  10.03 9.04 584§  56.9 51.2
Coincidental demand 13049 125.7% 113.1;
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The Lines Company Limited Common Fees and Charges
Effective 1 April 2015 (excl. GST)
Pursuant to requirements of the Electricity Distribution Information Disclosure Determination 2012

Forecast Forecast

Commencement number of IC_P: Commencement| number of

Charge Type Date as at 1 April Charge Type Date ICP§ as at

2015 April 2015

Dedicated Transformer Charge Previous Current After PPD Dedicated Lines Charges Previous Current After PPD
Billing Code $/month Line Type $/month
5 3,143 24.85) 25.84 23.26) 11KV 3 phase o/head (>50mm<150) 0.60 0.62) 0.56]
T10 886 41.24 42.89 38.60) 11KV 3 phase o/head (<50mm) 0.51 0.53 0.48)
T15 1,688 56.49| 58.75| 52.88| 11kV single phase 0.43 0.45] 0.41
T30 196 74.82 77.81 70.03| 11kV single phase SWER 0.38 0.40] 0.36]
T50 186 82.91f 86.23] 77.61 400V 4 wire system 0.70 0.73] 0.66
75 101 101.19 105.20 94.68 400V 2&3 wire system 0.57| 0.59 0.53
T100 1 April 2015 45 113.08 117.58 105.82 400V underbuilt 4 wire 1 April 2015 2 0.37 0.38 0.34
1200 20 194.85 202.64 182.3¢ 400V underbuilt 2&3 wire 0.33 0.34 0.31]
T300 5 235.16 244,57 220.11 11kV cables (>50mm<240mm) 1.58 1.64] 1.48]
500 2 275.34 286.35 257.72 11kV cables (<50mm) 1.30 1.34 1.22
T750 2 330.52 343.74 309.37] 400V 3&4 wire heavy (>240mm) 1.21] 1.26| 1.13]
71000 1 372.64 387.55 348.80 400V 3&4 wire medium (<240mm) 1.01 1.05 0.95
T1250 1 393.70 409.45 368.51 400V 283 wire light 0.60 0.62) 0.56]
T1500 3 443.23 460.96| 414.86|
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The Lines Company Limited Common Fees and Charges
Effective 1 April 2015 (excl. GST)
Pursuant to requirementsfahe Electricity Distribution Information Disclosure Determination 2012
Forecast De-Energisation and R&nergisation Schedule
number of Travel and cost incurred
Charge Type Commencement Date| ICPs as at | . .
April 2015 Prompt Payment Discount not applicable
The Lines Company has depots at the followir Urban A| Rural  BERemote ¢ Special D
Relay Fees Previous | - Current |  After PPD towns; Te Kuiti, Taumarunui, Turangi & Ohaku
The following measurements are from these | nside 50/ Up to 25| Over 25 Door Knock
$/Unit/month depots. Otorohanga isicluded in Urban A km/h | kms from| kms from e ——
1 April 2015 1718 1'62‘ 1.57‘ 150 zone. | depot. | depot.
$ $ $ $/request
EARLYN_EXT DAYJob request by 2:00 pm and execu 46,58 5.9 17468 60.00%
, |nextworking day by 4:30 pm.
Streetlight Charges ;
9 g $/pole/month Previous Charges 4658 58.22| 174.66| 60.00)|
For streetlights mounted on poles belonging to The Ling 6 4.50] 4.68 4.21] LATE NE?(T DAYJob request after 2:00 pm executed 52.40 64.05| 203.77
Company 2 |next working day by 4:30 pm.
The Chargefor Streetlights comprise: Previous Charges 52.40 64.05 203.77)
1/ For those on a dedicated streetlight circuit; SAME DAYlob request for same working day before iy
. L X 69.86 81.51 261.99* Additional charge
a. An asset chargkased on the value of the streetlight circuit as per the 3 |3:00 pm and executed that day. if no contact is mad
i line char | ;
dedicated line charge, plus Previous Charges 69.86 8151  261.99 gy Cusl:pmedr prior to
working days
b. the charges applicable to haibur customers. o
9 PP AFTER HOURBeenergisation request only. From 3:0( gizr?sggon
2/ For other lights, the charges applicable to non {aléir customers. ‘ pm onwards on any given weekday, weekend or publi 116.44) 174.66 349.31 Furthger charées of
. . . 4 H .
3/ For streetlights mounted on power poles forming part of The Lines Compawprhe an holiday before 10:00 pm. $15 per 10 minute
additional charge per month per pole blocks apply if staff
Previous Charges 116.44 174.68 349.31member is onsite
4/ The standard load shifting and control charges where those services are supplied’ :/:?Isrfgﬁlsrtz?nfrwan
AFTER HOQHBeenerglsatlpn requ?St only. After 10:Q 232.88 291.09 523.97/contacts The Lines
5 |pm on any given day including public holidays. Company or Energ
Billing Charge - $/month Retailer for
141.32] 146.97| 132.27] Previous Charges 232.89 291.09 523.97 g;;angftn of
applicable to customers on the Major User Plan CANCELLATION FEpplies if request 1(a,b,c) is
cancelled between 2:6@:00pm on day prior to 36,23 4787 164.31
7 |scheduled action. If cancellation after 4:00 pm then fu ’ ’ ’
Load Shifting Charge 1 $/plant operatian charge applies.
2.5o| 2.58| 2.32 Previous Charges 36.23 47.87 164.31

Page39



The Lines Company Limited
Pricing Methodology 2L

The disclosure of this document is in accordance with Section 2.4.1
the Information Disclosure Determination 2012.

The development of this methodology isalignment with the Pricing
Principles developed by the Electricity Authority, in accordance with
statutory objectives defined in the Electricity Industries Act 2010.

The Pricing Methodology employed by The Lines Company Limited
recovers regulated income under the Default Price Quality Path as
prescribed by Commerce Commission Input Methodology
Determination 2012.

The disclosure year is 1 April 2015 to 31 March 2016.
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