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Disclaimer

The information presented in this Threshold Compliance Seatenas been prepared solely for the
purpose of complying with the requirements of the Commerce Act (Electricity Distribution Thresholds)
Notice 2004and the Amendment Notice 200bhis statement has not been prepared for any other
purpose and Marlboroughines expressly disclaims any liability to any other party who may rely on
this statement for any other purpose.



1. Disclosure of Information Required (ClauS€l) ¢ The Price Path
Threshold)

Marlborough Lines Limited does not comply with all requieers of the price path
threshold at the assessment date 31 Mag&f®h9, as specified in the Commerce Act
(Electricity Distribution Thresholds) 2084d the Amendment Notice 2006

Clause 5 (1) (&)he Mtional Revenue of a distribution business at each sssent
(calculated in accordance with the numerator of the lefind side of the following
expression) is not to exceed tiAdowable Notional Revenue of the distribution business
under the CRK price path at that assessment date (calculated in accordaitbethe
denominator of the lefthand side of the following expression):

Test: NR2009 a1
R2009

Result: $17,661,966 / $13,794,573 >1

Result: 1.2804 >1

Result: Threshold is breached by $3,867,393
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previous years paid discounts to consumers connected to the Network on a specific date in
Marchof each year, the quantum of those discounts had not been published prior to the
commencement of that year.

Discount payments, based on the posted discount values were made to electricity retailers
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above calculation are based on the palsscount prices.

The discount structure providgdor discounts to be paid to consumers located in non
remote areasupplied by thed 2 Y LJI y & Q aNoyiScountasdydd to consumers
located in remote areas.

An explanation of the method used to adjust the base quantities of volumes and customer
numbers in these two geographic regions was provided in the March 2008 Threshold
Compliance Statement.



Marlborough Lins increased line charge prices on 1 April 2002, 1 April 2003, 1 Jungl2004
May 2005 1 April 2007and 1 April2008 Prices effective April 2008 are those in effect on
the assessment date 31 Mar@009. These price increases followed an overall 24%
reduction in prices effective 1 April 2001.

Post discount prices at 31 March 2009 are, on averag@phigherthan pre discount prices
applyingas at31 March 2001

Clause 5 (1) (b) The notional revenue of a distribution busjaéssy time during an
assessment periods not to exceed the greater of th&llowableNotional Revenue of the
distribution business at the assessment date on which that assessment period ends and the
Allowable Mtional Revenue of the distribution business at the previous assesd date

under this clause (or, if the previous assessment date is the reference date, under Clause 5
of the initial notice).

Test: NRyax a1
Max(Rz008,R2009)

Result: $17,661,966 / $13,794,573 >1

Result: 1.2804 >1

Result: Threshold is breached by $3,867,393

Supporting evidence is presented in Appendices A and B.

Marlborough Lines has breached the price path thresholds on eaelssawgnt date,

primarily as a consequence of the 24% reduction in line prices effective 1 April 2001, with
the introduction of the price path thresholds being based on prices at 8 August 2001. The
company has madthree administrative settlement offers tadiie Commerce Commission, in
February 2005July 2006nd June 20074n March 2009, the Commission advised it had
discontinued its podbreach enquiry into Marlborough Lin@907/2008 breach of the
thresholds set out under part 4A of the Commerce Act 1986.

The quantum of the Threshold breach was also impacted by very high Loss Rental Rebates
received during 2008/09, a consequence of very high market prices for electricity during the
2008 winter. The quantum of these Loss Rental Rebates is totally beyendontrol of
Distributors. Actual Rebates of $1,323,112 were received during 2008/09, which compares
to the long term mediunRebates 0f$393,000 per annum.



Notional Revenue:

In accordance with the Gazette Notice, the following sources of revenue Itesen included
in the calculation of notional revenue:

Revenue from line charges
Revenue for load control fees paid by Retailers
Power Factor charges

Excluded Services:

In accordance with the Gazette Notice the following sources of revenue have Reknled
from the calculation of notional revenue:

Connection of New Installations

This service is fully contestable. There are at least three other organisations offering this

service to electricity Retailers on a district wide basis, and others offérégervice in
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Marlborough Linesnarket share is approximately 8€an approximation based on the best

records available)}compared to a market share of 100% in 1999/2000.

Disconnection and Reconnection

Where consumers request disconnection and reconnection for safety reasgngoeise
painting in vicinity of service main entry point, this service is provided free of charge by the
network, provided reasonable notice isvgn.

Disconnections and reconnections at the request of a Retailer because gfayoment of
electricity accountsand/or for non registration of new consumeaise generallycarried out
by contractorsexternal to MLL

Inspection Services

Inspection sevices are fully contestable and effective competition from at least three other
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share has fallen from close to 100% in 1998 proximately80%in 2008/ 09.

Meter and Control Relay Installation
There are at leadbur other organisations offering a service to electricity Retailers for the
installation of new and replacement of existing meters and ripple control relays.

AsRetailers do not provid®ILL with anynformation on the quantum of meter and relay
replacement programmest is not possible to provide any comment on market share

Other Miscellaneous Income

Miscellaneous revenue such as rent, interest on temporary investments, gain on sale of
surplusnon-systemassets, purchasing discounts from suppliers and sale of scrap are
excluded as they are Non Conveyance revenue.



Pass Through Costs:

In accordance with the Gazette Notice, the following components of transmission charges
have been included in pasisrough costs:

Connection charges
Interconnection charges

New investment charges

Loss Rental Rebates

Avoided Transmission charges

Local body rates applying to system fixed assets: lines, cables, equipment, substation land
and substation buildings, hawso been passed through in accordance with the Gazette
Notice, as have Electricity Commission levies.



2. Disclosure of Information Required (Clau6gl)(a) and 0)¢ The Quality

Threshold)

Marlborough Lines Limited does not comply with all requirensasftthe quality threshold at
the assessment date 31 March Z)@s specified in the Commerce Act (Electricity

Distribution Thresholds) Notice 2004 and the Amendment Notice 2006.

Clause 6 (1) (a) Interruption Duration (Class B and C)
Supporting evidences presented in Appendix C.

SAIDI g+ SAIDI, 00+ SAIDIL, 0,4+ SAIDL,,+ SAIDI, 404
Test: SAIDI, 0 < [ -
Result: 249.88 > 196.30
Result: SAIDI breaches the threshold by 53.58 minutes

Clause 6 (1) (b) Interruption Frequency (Class B and C)

SAIEL. <[ SAIFLggs+ SAIF o0+ SAIFLge + SAIFLye,+ SAIF |,
Test: 2009 5
Result: 1.98 > 1.93
Result: SAIFI breaches the threshold by 0.05 interruptions

Supporting evidence is presented in Appendix C.

Policies and Procedures

Marlborough Lines operates a quality management system which meets the requirements of
1ISO09001:2000. Various ISO policies detail the procedures to be followed in establishing and
recording for each interruption to supply: the number of consumers affected, the length of

time and other information required for operational and regulatory uses.

Planned outages are recorded on a shutdown form and the regulatory data is recorded with
the switching and other operational datdlarlborough Lines hagpproximately70 phone in
devices located at strategic points on the network that which place a telepltall to a

central processor each time the power supply state changetephone or other messages

direct from consumers regarding supply outages are recorded.
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All of the above can represent the initial awareness of an outage. A fault job is cteated
account for the outage and the necessary corrective action undertaken. Upon completion a
fault sheet or the original shutdown form is completed and reviewed within the fault and
contracting teams.

Shutdown and fault sheets are sent to the Network CGypiens Manager for review before

0SAy3 SYGdSNBR (G2 GKS 2dzil 3S RIdGlolasSe al NIO
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transformers and these transformers segmentatb line sections between network

switching points. The outage database accesses this model to calculate the number of
consumers and therefore the consumer minutes associated with each outage. At the same

time the financial job is updated and closed.

The regulatory and operational information is then available for review, use and reporting.
Power alarms and telephone records and open fault jobs are reviewed to ensure all fault and
shutdown forms have been captured.

Breach of SAIDI Threshold in 200
The SAIDI threshold, based on the average SAIDI over the five years to March 2003, was
breached byb3.58minutesin the year to March 200867.94minutes- March 2008)

The total SAIDI for 2@Gan be split into:

Interruption Type SAIDI 200 SAIDI Average 200 Increase
1999- 2003 over Average

Class B planned outages 96.32 62.37 54.45%

Class @ unplanned outages | 153.56 133.93 14.65%

Total 24988 196.30 27.2%

The increase in planned outages when compared to the historic five year average reflects
the increased number of new connections, capacity upgrades and old asset replacements
carried out during the 20®year, compared to activity in these areas over the five year
period 1999 to 2003. Approximately half the total planned outage SAildites ae aresult

of such activities.

During the 5 days 30 July to 3 August 2008 an exceptional storm struck the Marlborough
area, with heavy rainfall causing major flooding and high winds resulting in damage to
property and vegetation over a wide area. TotAl[3l minutes of unplanned outages related
to this storm wereb4.84minutes.

L LILX AOF GA2Y 2F GKS /2YYSNDS /2YYA&aarzyQa 9EI
total being reducedy 20.76 minutes, witlthe Beta Method Boundargalculated at 34.08

minutes. The Bst MED calculation for combined Plathand Unplanned SAIDI is 229.12
minutes,beingstill in breach of the five year average of 196.30 minutes.

The company has a large diesel generator which it uses to reduce the number of consumers
affected by planned shutdowns. When a planned shutdown is needed for work on a spur line
with no alternative means of supply, the generator is installed dstveam of the work
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area. The work area is then isolated on each side of that work area, andileeag@r run to
provide supply to the consumers who would otherwise have their supply interrupted for the
duration of the shutdown. In this way, only the consumers located in the immediate work
area have supply off during the shutdown.

During 2008/09, thgenerator was installed on 24 occasions, running for a total of 173
hours. In this way, total consumeninutes SAIDI for planned outages were reduced by
approximately68.6 minutes.
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AUDITORS’ REPORT ON THRESHOLD COMPLIANCE STATEMENT
To the readers of the Threshold Compliance Statement of
Marlborough Lines Limited for the assessment period ended on 31 March 2009

We have examined the attached statement, which is a Threshold Compliance Statement in respect
of the price path threshold and the quality threshold prepared by Marlborough Lines Limited for
assessment as at 31 March 2009 and dated 21 May 2009 for the purposes of information
requirements set out in clause 7 of the Commerce Act (Electricity Lines Thresholds) Notice 2004
(“the Notice”). In this report the attached statement is called “the Threshold Compliance
Statement”.

Directors’ Responsibilities

Directors of Marlborough Lines Limited are responsible for the certification, confirming the
compliance or otherwise, of the Threshold Compliance Statement in accordance with the Notice.

Auditors’ Responsibilities

Itis our responsibility to express an independent opinion (in the form prescribed in the Notice) on
the Threshold Compliance Statement and report our opinion to you.

We conducted our audit in accordance with the Auditing Standards issued by the Institute of
Chartered Accountants of New Zealand.

Basis of Opinion - Price Path Threshold and Quality Threshold: SAIDI and SAIFI Statistics
for the Assessment Period ended 31 March 2009

Our audit included examination, on a test basis, of evidence relevant to the amounts and
disclosures contained on pages 2 to 8 and Appendices A to C of the Threshold Compliance
Statement and which relate to:

e the price path threshold set out in clause 5 of the Notice; and

o the SAIDI and SAIFI statistics for the assessment period ended on 31 March 2009 which are
relevant to those parts of the quality threshold that are set out in clauses 6(1)(a) and 6(1)(b) of
the Notice.

It also included an assessment of the significant estimates and judgements, if any, made by
Marlborough Lines Limited in the preparation of the Threshold Compliance Statement and an
assessment of whether the basis of preparation has been adequately disclosed.

We planned and performed our audit of the Threshold Compliance Statement so as to obtain all the
information and explanation which we considered necessary, including for the purpose of obtaining
sufficient evidence to give reasonable assurance that the Threshold Compliance Statement is free
from material misstatements (whether caused by fraud or error), except that our work was limited in
respect of the quality threshold: SAIDI and SAIFI statistics as explained below. In forming our
opinion we also evaluated the overall adequacy of the presentation of information in the Threshold
Compliance Statement.
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